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CONSENT DECREE PROGRAM OF THE DEPARTMENT 
OF JUSTICE 


MONDAY, OCTOBER 21, 1957 


House or REPRESENTATIVES, 
ANTITRUST SUBCOMMITTEE OF THE 
COMMITTEE ON THE JUDICIARY, 
Washington, D. C. 

The subcommittee met, pursuant to notice, at 10:30 a. m., in room 
846, Old House Office Building, Hon. Emanuel Celler (chairman) 
presiding. 

Present: Representatives Celler (chairman) and Keating. 

Also present: Herbert N. Maletz, chief counsel; Kenneth R. Har- 
kins, cocounsel; Milton Eisenberg, associate counsel; and Julian H. 
Singman, assistant counsel. 

The Cuarrman. The subcommittee will come to order. The chair- 
man and my distinguished colleague, Mr. Keating, wish to read 
statements. My statement is a little lengthy, but I think it is es- 
sential that it be read into the record. 

Today the Antitrust Subcommittee commences public hearings in 
its study of the consent decree program of the Department of Justice. 

The purpose of the subcommittee’s study was set forth in the letter 
of inquiry I sent to Assistant Attorney General Hansen on April 
3, 1957. In this letter I stated: 

In its study the committee will seek to ascertain how effective consent decrees 
have been to eliminate the conditions that caused the Government to institute 
its antitrust proceeding, and to restore a competitive climate in the industries 
concerned. In addition, the committee is interested in the effects of consent de- 
crees upon competitors of the defendants. 

Related to these objectives is the necessity for an analysis of the 
rocedures the Department of Justice uses to dispose of antitrust 
itigation on consent of the parties, and a consideration of whether 

specific legislation by the Congress with respect to these procedures 
would be desirable. 

I notice Judge Hansen has entered the room. Judge, we are read- 
ing some preliminary statements, please be patient. 

At the present time the only statutory provision directly related 
to antitrust consent decrees is contained in section 5 of the Clayton 
Act. That section provides that in no case shall a consent decree, 
entered before testimony is taken, in a case brought by the Govern- 
ment, be available as prima facie evidence to help private parties 
recover antitrust damages for injuries caused by the defendants. 

The hearings that start today are the first phase of a series of 
hearings to be held by the subcommittee in order to examine in detail 
particular consent judgments. The consent decree with which these 
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hearings will be concerned, for the most part, will be the oil pipeline 
judgment entered in United States v. Atlantic Refining Company, 
et al., Civil Action No. 14060, District Court, District of Columbia, 
December 23, 1941, which covers 20 major oil companies and their 52 
pipeline companies. 

in subsequent hearings the subcommittee will devote particular 
attention to the antitrust problems that are presented by other con- 
sent judgments. 

I am not unmindful of the fact that on October 11, 1957, many 
months after the subcommittee had commenced its investigation of 
the enforcement of this decree, the Department of Justice instituted 
four proceedings in the District of Columbia that allege violations 
of this decree. 

Nor am IT unmindful that these proceedings were brought by the 
Department of Justice in the shadow of these public hearings, which 
had been publicly announced on September 19. 

I do want to make clear that it is not the intention of the subcom- 
mittee in these hearings to interfere with or prejudice in any way 
any litigation that is pending in the Department of Justice. I feel 
that it 1s essential, nonetheless, that the subeommittee, in the discharge 
of its legislative and investigative responsibilities, examine in det ail 
the activities involved in enforcement of the oil pipeline decree. In 
order to discharge its responsibilities, the subcommittee must ascertain 
how this decree was negotiated, the circumstances that surround its 
acceptance by the parties to the litigation, compliance with its terms 
by the defendants, and its enforcement by the Department of Justice. 

To do otherwise would be precedent for a situation where ulti- 
mately Congress could find itself in a position where it would be 
unable to inv vestigate into the enforcement of the antitrust laws by the 
Department of Justice. By the mere filing of a case the Attorney 
General could remove from congressional scrutiny widespread areas 
of activities in his department. 

Consent, decrees: normally are permanent injunctions of the court 
and as such remain operative for indefinite periods. This particular 
decree has been in effect since 1941. Proceedings commenced in 1957 
that allege violations of the decree may not be used to shield from 
congressional examination that intervening history of the Depart- 
ment of Justice’s efforts to enforce the decree. 

Withal, it shall be our intention, throughout our study, to conduct 
the public hearings in such a manner that the separate responsibilities 
of the enforcement officials and the Congress may be accommodated. 

Disposition of antitrust litigation by consent judgment, historically, 
has been a major part of the Department of Justice’s total effort to 
enforce the antitrust laws, This is reflected in the Attorney General’s 
committee report in 1955 that— 

* * * from 1935 to date, 72 percent of the civil actions brought were terminated 
by consent decrees. 

In 1956, of the 45 civil antitrust proceedings terminated, 29 were 
terminated by consent judgments. 

There are several reasons that impel disposition of antitrust litiga- 
tion by consent judgment. Defendants in civil actions brought by the 
Government are motivated by the desire to avoid treble- damage lia- 
bility in proceedings that subsequently may be brought by private 
parties who have been injured in the course of the activities that are 
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under Government attack. Another motivation is the desire by the 
defendants to avoid the adverse publicity that attends a Government 
victory in an antitrust proceeding. Further, there is a normal desire 
on the part of the defendants to avoid the substantial expenses that are 
required in the prosecution of complex antitrust litigation. 

The Government, on the other hand, is motivated by the desire to 
achieve a maximum utilization of the limited staff that is available 
for antitrust prosecutions. The Government, also, is motivated. to 
agree to a consent judgment in order to reduce expenditures. Limited 
appropriations make it desirable for the Government to dispose of as 
great a number of cases as is possible with a minimum expenditure of 
funds. 

Disposition of antitrust litigation by the consent of the parties, how- 
ever, also involves substantial problems. First, a consent settlement 
by its very nature involves the process of compromise in the negotia- 
tions by attorneys for each side. These negotiations. take place in 
an atmosphere that is free from scrutiny ‘by the public and the 
judiciary. 

In such circumstances, a question frequently arises as to whether in 
any particular instance the consent decree has resulted in a compromise 
of the public interest. 

Over the years, substantial criticisms have been leveled at the con- 
sent-decree program and the procedures that surround negotiation of 
the decrees. Outstanding are criticisms that flow from the fact that 
the entire process is surrounded by secrecy. 

Normally, the details of negotiations and the results sought are 
known only by the Government and the defendants. In most. in- 
stances the court, without independent examination, accepts the decree 
on the representation of the parties. 

The element of secrecy that surrounds the entire consent-decree pro- 
gram may be contrary to the general policy established by Congress 
that antitrust enforcement proceedings shall be public. Pursuant to 
this policy, the Congress in 1913 required that in the taking of deposi- 
tions of witnesses for use in any civil action under the Sherman Act— 
the proceeding shall be open to the public as freely as our trials are in open 
court ; and no order excluding the public from attendance in any such proceedings 
shall be valid or enforceable.’ 

In its report on that act, this very House Judiciary Committee 
stated : 

Everything pertaining to our courts should have the greatest publicity. Secret 
hearings would surround our courts with a mystery of doubt and eventually 
bring them into disrepute. If our courts are to retain the confidence and respect 
of the country generally, their conduct must be entirely free from any suspicion 
of star-chamber proceedings.’ 

Another criticism of the consent decree program has been that such 
decrees deprive the courts of an opportunity to perform their func- 
tion in the enforcement of the antitrust laws. Although a consent 
decree is entered as a judgment of the court, thoroughgoing judicial 
scrutiny of the meaning of its provisions and its impact is virtually 
nonexistent under present procedures. 


137 Stat. 731, Mar. 8, 1913; 15 U. 8. C. 30. 
2H. Rept. No. 1356, 62d Cong., 3d sess., p. 2. 


98505—57—pt. 1, vol. 1-2 
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Further, consent decrees now are entered without an accompany- 
ing opinion and without findings of fact. As a result, consent decrees 
provide no growth in the judicial precedent that gives content to the 
meaning of the antitrust law. 

As a consequence, business and the bar are deprived of an oppor- 
tunity to ascertain whether, in fact, the practices attacked in the Gov- 
ernment’s complaint are illegal. Antitrust enforcement officers, also, 
are deprived of a yardstick by which to measure related activities in 
other industries. 

The significance of this dead-end street in the growth of the law 
is readily apparent when a consideration is given to what the pres- 
ent situation would be if there had been no litigated judgments and 
only consent decrees since the enactment of the antitrust laws. In 
such a situation, the business community would have no rulings on 
particular factual situations and no definitive statements as to what 
is illegal under the antitrust laws. 

Several remedies to consent decree procedures have been suggested. 
Prof. Louis B. Schwartz of the University of Pennsylvania, in his 
dissent in the report of the Attorney General’s National Committee 
To Study the Antitrust Laws, criticized the committee for not con- 
sidering a proposal that would require the Department to publish 
an opinion accompanying each consent decree that would state the 
Department’s case, the defendant’s position, and the reasons for the 
Department’s acceptance of the particular compromise. 

He also criticized the omission by the Attorney General’s Commit- 
tee of a proposal to Congress to enact legislation which would make it 
a matter for the judge’s discretion whether or not a consent judg- 
ment should constitute prima facie evidence in subsequent private 
antitrust suits. 

Another proposal would have Congress enact legislation that estab- 
lishes procedures to be followed by the Department of Justice in nego- 
tiating consent settlements and which would assure that private 
parties, injured by the action of the defendants, have an opportunity 
to be heard and to receive compensation for damages caused by the 
defendants prior to the entry of a decree. 

In its investigation, the committee will consider carefully testimony 
from all interested parties with respect to these problems. 

The first consent decree that the committee has selected for study 
is a decree entered in 1941 that applies to the activities of 20 major 
oil companies and 52 pipeline companies. In this decree, the sub- 
committee is primarily concerned with enforcement problems that have 
arisen in the 16 years that have elapsed since its entry. 

During this entire period, no court actions were instituted to 
enforce compliance with its terms. As I noted above, on October 
11 the Department of Justice initiated four cases that allege viola- 
tions of this judgment. The Department is to be commended for 
this action. 

This particular decree was a settlement of three representative 
proceedings instituted on September 30, 1940, in which the Govern- 
ment alleged that the major oil companies and the pipelines that 
were their subsidiaries had violated the provisions against unlaw- 
ful rebates in the Interstate Commerce Act and the Elkins Act. 

According to the Department of Justice press release on Sentem- 
ber 30, 1940, these cases were a part of its general program in the oil 
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industry to eliminate in one proceeding all of the restraints that 
affect the distribution of petroleum products from the time that 
they are produced and until they vanes the consumer. The Depart- 
ment’s general program involving the oil industry was contained 
in the case U/nited States v. American Petroleum Institute, et al., 
civil action No. 8524, District of Columbia, September 30, 1940. 
This case named as defendants 22 major oil companies, their subsid- 
iaries, and their trade association, a total of 367 defendants, and 
encompassed every phase of operations in the industry. It was popu- 
larly called the Mother Hubbard case. 

In the Mother Hubbard case the Government alleged that the 
Elkins Act and Interstate Commerce Act violations were elements 
of an unlawful conspiracy among the major oil companies to secure 
and maintain control over the domestic petroleum industry. Control 
by the major oil companies over common carrier pipelines was al- 
legedly an essential part of the majors’ monopolization of the oil 
industry. 

The Elkins Act was enacted in 1903 to supplement the provisions 

of the Interstate Commerce Act. It declares that: 
* * * it shall be unlawful * * * to offer, grant, or give or to solicit, accept, 
or receive any rebate, concession, or discrimination in respect to the transporta- 
tion of any property in interstate or foreign commerce by any common carrier 
subject to said chapter whereby any such property shall by any device what- 
ever be transported at a less rate than that named in the tariffs published and 
filed by such carrier, * * * or whereby any other advantage is given or dis- 
crimination is practiced. 

The act provides that every person who knowingly violates its 
provisions shall be deemed guilty of a misdemeanor and subject to a 
fine of not less than $1,000 and no more than $30,000. 

In addition, the act declares that any shipper who by any means or 
device whatsoever receives or accepts from a common carrier any 
sum of money or other valuable consideration as a rebate or offset 
against the regular charges for transportation shall— 

* * * forfeit to the United States a sum of money 3 times the amount of 


money so received or accepted and 3 times the value of any other considera- 
tion so received or accepted * * *. 


The act directs the Attorney General to institute civil actions to col- 
lect the moneys so forfeited to the United States. 

In its complaints in the pipeline cases, the Government alleged that 
the payment of dividends by the common carrier pipelines that were 
derived in part from tariffs paid to the pipeline by the parent com- 
pany, to the oil companies that owned the pipelines, constituted an 
illegal rebate. Section 7 of the Government’s complaint in the Atlan- 
tic Refining case states: 

These refunds, rebates, and offsets were passed on or credited, directly or in- 
directly, by the defendant common carriers to their defendant shipper-owners 
under the guise of dividends and earnings, the ownership of stock, and the own- 
ership and operation of the common carrier pipeline systems as a department 
by the defendant shipper-owners, being the means and devices which resulted in 
the defendant common carriers granting, paying, or crediting to, and the receiv- 
ing by the defendant shipper-owners, of refunds, rebates, and offsets. 

It is clear that the Government framed its complaints on the theory 
that all of the dividends paid by the pipelines to their shipper-owners 
constituted a rebate in violation of the provisions of the Elkins Act. 
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In the case that was filed.against the Great Lakes Pipe Line Co. on 
September 30, 1940, the Government alleged that the pipeline had paid 
rebates in the form of dividends in the period from 1932 to 1939 in 
the total amount of $34,877,138.50, These dividend payments, the 
Government stated, exceeded a 34-percent average annual rate of re- 
turn on the paid-in price of the capital stock held by the shipper-own- 
ers, even during the depression years. 

Similarly, in the case against Phillips Petroleum Co. and Phillips 
Pipeline Co., the Government stated that during the period of 1934 
to 1939 the pipeline company had credited as rebates from the regular 
tariff charges of transportation an amount equal to $18,920,000. The 
Government’s complaint stated : 

During the period 1934 to 1937, both inclusive, the defendant shipper-owner 
received from the defendant common carrier approximately $10,850,000 as divi- 
dends on $25,000 par value of capital stock, equal to an average annual return of 
6,200 percent on such capital stock for which defendant shipper-owner paid 
$25,000 cash; and during 1938 and 1939, the defendant shipper-owner received 
$8,070,000 as dividends on $4,525,000 stated value of no par capital stock, equal 
to an average annual return of 89 percent on such capital stock. 

Again, in the case against Standard Oil Company of Indiana, the 
Government’s complaint stated : 

Over a period of the last 9 years, the defendant has received from the common 
earrier approximately $91,653,439 as dividends on $25,084,400 par value of capital 
stock, This dividend-income has been in excess of 36 percent return per year 
on such capital stock, even during the depression years. 

The consent decree that was ultimately entered in the pipeline case 
vermits the shipper-owner of common carrier pipelines to receive 
Jividends or payments from the pipeline which do not exceed 7 per- 
cent of the valuation of the common carrier’s property. In other 
words, under the consent decree, payment by the pipeline of a sum of 
money to the shipper-owner which does not exceed 7 percent of the 

valuation of its property is deemed not to constitute a rebate or device 
in violation of the Elkins Act. 

In its press release announcing the entry of the pipeline decree, the 
Department of Justice described the complaint as contending that the 
refunds and rebates involved in the suit— 

* * * have often amounted to exorbitant rates upon the capital stock of the 
common carrier pipelines * * *, 

From this context it would seem that the purpose of the consent 
decree was to insure that oil companies that were owners of common 
carrier pipelines and at the same time shippers on those pipelines, not 
receive dividends derived from transportation or other common car- 
rier services that would amount to more than a 7-percent return per 
year on their investments in the pipeline companies. 

The decree, however, provides that the basis for the 7 percent re- 
turn to the pipelines shall be the valuation of the common carriers’ 
property as made by the Interstate Commerce Commission. 

At the time the decree was entered in 1941, investments in pipe- 
lines generally was evidenced by the capital stock that was held by 
the shipper- owners. According to the reports of the Interstate Com- 
merce Commission, in 1941, the pipelines industry has issued capital 
stock in the total value of $954. 614,453. On the other hand, the fund- 
ed debt of the pipeline companies that reported to the ICC in 1941 
amounted to only $37.906,941. 
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Since the entry of the decree in 1941, there have been substantial 
changes in the relationship between the investments by oil companies 
as represented by their stock holdings in pipelines, to the investments 
in pipelines as represented by the funded debt owned by pipelines. 
In 1955, for example, the total capital stock outstanding in the in- 
dustry amounted to $331,144,492. The funded debt owned by pipe- 
lines, however, was $950,854,359. During the period 1941 to 1955 the 
proportion of oil-company ‘investments in pipelines as reflected by 
their capital stockholdings have steadily decreased in comparison to 
the investment funds available to pipelines from outside sources. 

Our investigation indicates that, for the purposes of computing the 

valuation on which is based the 7 percent permissible payment by the 
pipelines to the shipper-owners, the pipelines have included debts 
owed by the pipelines to outside parties. Our investigation has also 
disclosed that the Department of Justice in the past has advised the 
defendants that this practice does not accord with its interpretation 
of the decree. 

Examination of the reports submitted by the defendants, pursuant 
to the provisions of the consent decree, indicates that some of ‘the 
shipper-owners are receiving dividends or payments from their pipe- 
lines which are substantially in excess of 7 percent of the value of 
their capital-stock investment. This condition exists despite the fact 
that the purpose of the decree in the first instance seems to have been 
to limit the shipper-owner’s return to 7 percent of his investment. 
Our investigation thus far shows that under the terms of the decree, 
the Service Pipe Line Co. in 1956 paid to the Standard Oil Company 
of Indiana, its parent, dividends in the amount of $13,441,065 on a 
capital stock investment by Standard of Indiana of $32,584,400. This 
dividend payment amounts to 41.3 percent return on the value of the 

capital stock held by Standard of Indiana. 

The Texas Pipe Line Co. in 1956 paid $18 million dividends to the 
Texas Co. its parent, on a capital- ieeclk investment of $26 million. 
This amounts to 69.2 percent return on the value of the capital stock 
held by the Texas Co. 

Similarly, Great Lakes Pipeline Co. paid dividends in 1956 in 
the amount of $7,410,042 to the companies that own its capital stock 
which has a value of $2,470,014. This dividend payment repre- 
sents a 300 percent return on the capital-stock investment that has 
been made by the shipper owners. 

It is the purpose of the committee in these hearings to ascertain 
whether these results and other practices of the oil companies are 
contemplated by the terms of the consent decree. 

In this regard, the committee will look carefully at all of the 
activities of the Department of Justice with respect to enforcement 
of this decree and compliance with its provision. To this end, the 
subcommittee will receive testimony from all interested parties. 

Mr. Keating. 

Mr. Keartna. Mr. Chair man, we heard some testimony on this sub- 
ject during the committee’s hearings in May 1955 on what we call 
current antitrust problems. This testimony indicated that since 
1935 approximately 3 out of every 4 civil antitrust cases had been 
disposed of by consent judgment. 

This figure convinces me of the importance of the study we are un- 
dertaking. This is not to say that any ready conclusions can be drawn 
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from bare statistics. Antitrust judgments must be tailor made and 
statistics provide no answer to the basic question of whether any par- 
ticular judgment was well conceived. 

In the course of the committee’s hearings on current antitrust prob- 
lems some witnesses warned against the Government’s use of consent 
judgments to coerce settlements which could not reasonably be ex- 
pected after litigation. Other witnesses were more concerned about 
concessions the Government might make in exchange for agreement. 
Judge Barnes, who was head of the Department of Justice was aware 
of the possibilities of abuse which existed in such proceedings. 

The testimony of Judge Barnes and other witnesses, however, left 
little doubt that if properly administered, consent proceedings were 
essential to any effective antitrust program. 

In my opinion, the curbing of monopolies and the guaranty of 
effective competition are the touchstones of our free enterprise system. 

The Government should not hesitate to invoke the full measure of 
its powers where necessary to strike down oppressive interference 
with our competitive system from any quarter. At the same time I 
share the faith of many that most American business concerns, large 
and small, will willingly comply with the law if they can be shown 
wherein they have erred. 

Voluntary action which ends abuses and fosters fair competition 
under these circumstances obviously is to be encouraged. There are 
some exceptional situations. In general, however, I would seriously 
question any suggestion that would require the parties to a civil anti- 
trust suit to suffer the expense, uncertainly, and disruption of a typi- 
cal antitrust trial where a basis exists for voluntary settlement on 
favorable terms. 

At the same time, the importance of determining whether consent 
proceedings have tended to achieve the objectives of the antitrust laws 
is manifest. The committee will recall that testimony during the 
current antitrust problems hearings indicated that since 1952 there 
had been a marked increase in the number of proceedings brought to 
enforce compliance with antitrust judgments. 

I note that this trend continues and that the Department of Justice 
only this month has instituted four additional suits under the 1941 
consent decree in the pipeline cases. 

While it may be noted that this is the first attempt to enforce this 
judgment since its adoption in 1941, in my opinion we should dis- 
courage any attempt to litigate the issues in these cases in this hearing 
room. The courtroom is the proper forum for such action and we 
should not sanction any statements during these hearings which 
would encroach upon the function or process of the courts. 

It is my hope that these hearings will provide the committee with 
information necessary to determine whether and what kind of legisla- 
tion is desirable in this field. I will be particularly interested in any 
constructive suggestions these hearings may evoke regarding the pro- 
cedures for reaching consent judgments. 

This appears to be to me the most important phase of the problem 
since no postjudgment enforcement program methods can be better 
than the underlying decree. If these hearings disclose methods for 
improving consent judgment techniques, they will unquestionably 
constitute a substantial contribution to the ever-continuing task of 
strengthening the antitrust laws. 

a 
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The Cuarman. Thank you, Mr. Keating. Now, there is present 
at the witness table Judge Hansen, Assistant Attorney General of 
the Department of Justice, head of its Antitrust Division, his very 
able assistant Mr. Robert A. Bicks, First Assistant, Antitrust Divi- 
sion, and the other very able assistant to Judge Hansen, Mr. W. D. Kil- 
gore, Jr., Chief of the Judgment and Judgment Enforcement Section 
of the Antitrust Division, and the third able gentleman, Alfred Kar- 
sted, also of the Antitrust Division. 

Judge Hansen, I understand you have a statement you would like 
to read. 

You may proceed. 


TESTIMONY OF HON. VICTOR R. HANSEN, ASSISTANT ATTORNEY 
GENERAL, DEPARTMENT OF JUSTICE, ACCOMPANIED BY ROBERT 
A. BICKS, FIRST ASSISTANT, ANTITRUST DIVISION, DEPART- 
MENT OF JUSTICE; W. D. KILGORE, JR., CHIEF, JUDGMENT AND 
JUDGMENT ENFORCEMENT SECTION, ANTITRUST DIVISION, 
DEPARTMENT OF JUSTICE; AND ALFRED KARSTED, ATTORNEY, 
ANTITRUST DIVISION, DEPARTMENT OF JUSTICE 


Mr. Hansen. I’d aetna it, Mr. Chairman, if I might read 
through the statement, because I think probably many questions that 
might arise may well be answered during the course of it. 
he Cuarrman. That is perfectly all right. Whatever you wish is 

agreeable. ] 

Mr. Hansen. Thank you. I appear this morning at the request of 
yourchairman. His invitation asked for my— 
views with respect to the importance of the consent-decree program in the 
administration of the Antitrust Division, the policies and procedures that have 
been established in this program, and the efficacy of consent decrees in elimina- 


tion of conditions that caused the Government to institute its antitrust proceed- 
ing and to reestablish competitive conditions in the affected industry. 


Beyond these broad issues, your committee has requested I— 


devote particular attention to enforcement problems that have arisen in connec- 
tion with the consent decree in United States v. Atlantic Refining Company et al. 

With this direction in mind, my plan is, first, to set out briefly as 
background the legal status of consent judgments. Against that legal 
background, I shall sketch the antitrust enforcement role consent 
judgments played over a period of many years. With this role in 
mind, I shall, third, discuss this Division’s procedures for negotiating 
consent settlements, as well as the advantages and disadvantages to the 
Government and defendants of settlement before trial. 

And, finally, as your chairman suggested, I shall talk over steps we 
have taken in enforcement of consent judgments, particularly the so- 
called Atlantic Refining judgment. 

Settlement of any antitrust cause is, of course, heavily freighted with 
public interest. True, a consent judgment is, like a private agree- 
ment, a product of negotiation and compromise. 

But here all likeness ends; unlike any private agreement, a consent 
decree once entered embodies the essential force of a litigated judg- 
ment. As the Supreme Court put it in the second Swift case: 


We reject the argument * * * that a decree entered upon consent is to be 
treated as a contract and not as a judicial act. 
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“The effect,” the Court continued, “is'all one whether the decree has 
been entered after litigation or by consent” (United States v. Swift & 
Company, 286 U. S. 106, 114-115). To “effectuate * * * the basic 
purpose of the original consent decree,” courts may —— modifica- 
tions after entry (Chrysler Corporation v. United States, 316 U. S. 
556, 562). But Tt the party opposing modification can, in the language 
of the recent Ford case, show “actual disadvantage” or “the per- 
sistence of an inequality” stemming from the: proposed change, the 
terms of the original decree must stand intact (ord Motor Company 
v. United States, 335 U. 8.303 , 322). 

Against this legal background, just how extensively has the con- 
sent settlement device been employed since the first consent decrees, 
some 51 years ago, in United States v. Otis Elevator Co. ((9th Cir. 
1906) Decrees and Judgments in Federal Antitrust Cases 107) ? 

A short answer is that, from fiscal 1953 through fiscal 1957, the 
percentage.of consent judgments to civil cases terminated has ranked 
some 13 points lower than the figure for the only comparable period 
of enforcement activity—and no higher than the figure for all the 
years since the Sherman Act’s passage. 

Let me begin with a bit of history. In 1940, the Temporary National 
Economic Committee reported that of approximately 270 proceedings 
instituted in equity, over half had resulted in oe by .nego- 
tiation (Hamilton and Till, Antitrust in Action, T. E. C. Mono- 
graph No. 16, p. 88 (1940)). After Assistant ceed General 
Arnold’s 1938 signal for increased use of the consent judgment settle- 
ments—(Report of the Attorney General 65-66 (1938) )—however, 
the percentage increased sharply. Thus, according to a 1952 report 
of the Department of Justice— 
of 171 civil antitrust actions terminated between 1935 and 1950, 134 (or 78 
percent) were settled by consent judgments and 37 were tried (report of the 
Department of Justice to the Subcommittee on Monopoly of the Senate Select 
Committee on Small Business, May 23, 1952). 

From 1953 on, however, the percentage of consent judgments drops. 
Judge Barnes reported some three points lower than the 1935-50 
78-percent figure when he appeared before a congressional committee 
in 1956. Hestated that— 
between * * * May 1, 1953, and March 1 of this year, of the 106 civil cases termi- 
nated, 80 resulted in consent judgments. Perhaps to the surprise of many, this 
proportion is somewhat smaller than preceding years (statement by Assistant At- 
torney General Stanley N. Barnes before Subcommittee No. 5 of the House Select 
Committee on Small Business, March 29, 1956). 

For fiscal years 1947 through 1957, 72 percent of all civil-case termi- 
nations were by means of consent decrees. This decrease in recent 
years accounts for the figures tabulated by the Attorney General’s 
Committee To Study the Antitrust Laws. The committee reported 
that— 
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* * * from 1935 to date (1955), 72 percent of civil actions brought were termi- 
nated by consent decrees (report of the Attorney General’s National Committee 
To Study the Antitrust Laws, 360 (1955) ). 

To sum up, compare—as table No. I before you, does—consent data 
for the last 5 years with like data for a period of similar enforce- 
ment activity by the won In the period 1940 through 1943, 96 
civil cases were terminated ; 82 of these were ended by means of con- 
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sent decree. Thus, consent decrees accounted for 85.4 percent of the 
terminations. 

The chart I have reference to is the one with the large black area. 

Since fiscal 1953, however, 121 of the 168 terminations were by means 
of consent settlement. This means that 72 percent of all civil cases 
terminated from fiscal 1953 through 1957 ended by consent. This 
72-percent figure stands some 13 percent lower than the figure for the 
4-year period 1940-43—a period comparable at least in terms of pace 
of enforcement activity. And this 72-percent figure stands no higher 
than the percentage for the entire history of antitrust enforcement. 

With the extent of consent settlement’s use in mind, just how are 
consent judgments negotiated ? 

Within the administrative structure of the Antitrust Division, the 
terms of a civil judgment resulting after trial are the initial responsi- 
bility of the members of the trial staff. When the defendants wish to 
settle the case against them without trial, they are instructed to submit 
a proposed decree to the trial staff; their draft uses the prayer of the 
complaint as a guide to the Government’s desires for relief. 

Of course, defendants’ counsel may discuss with the trial staff their 
views on relief terms before they submit the initial proposal, but the 
Division adheres to the practice of defendant-initiated consent-settle- 
ment drafts to avoid any implication of coercion occasioned by an 
accompanying criminal action and to retain flexibility until actual 
negotiation begins. 

Also, some defendants’ attorneys find it preferable to submit their 
views first. Two prominent attorneys engaged in private antitrust 
practice write: 

Experienced counsel, however, will find occasions when it is desirable to pre- 
pare the initial draft themselves, in order that it may embody a more complete 
expression of their own views and approach as the basis for further negotiation, 
This is sometimes more effective than the alternative of picking away at a draft 
prepared by Government attorneys (Segal and Mullinix, Administration and 
Enforcement (symposium on the Attorney General’s Committee report), 104 
U. Pa. L. Rev. 285, 296 (1956) ). 

When the initial draft is prepared by defense attorneys, valuable 
time of the Trial or Judgment Section may be saved for other tasks. 
Although this is the usual practice of the Division, it is not an un- 
changeable rule; special circumstances, such as an impecunious de- 
fendant with inexperienced antitrust counsel, might warrant the 
submission of an initial draft by the Division. 

When the proposed consent judgment has been prepared to the 
satisfaction of defendants and the trial staff, the draft is reviewed 
by the Judgments and Judgment Enforcement Section. 

One purpose of this review is to insure more uniformity of approach 
in decree provisions than might otherwise be achieved by the drafts 
of various trial staffs. Since any judgment provision used once by 
the Division is often the basis of requests—in court and in negotia- 
tion—for similar terms by other defendants, it is desirable that the 
er adopt similar methods to cope with similar economic prob- 

ems. 

The Judgment Section’s review insures the success of this endeavor. 
This procedure also permits fresh insight to correct drafting over- 
sights and to point out unseen problems. The Judgment Section staff 
has had long experience in drafting and observing the results of par- 
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ticular judgment terms. Careful attention to detail here often avoids 
requests for judicial exposition or modification of the terms of the 
decree. 

The Division reinstituted in 1954 a policy of precomplaint negotia- 
tions and this procedure has been applied to several large antitrust 
cases with measurable success. Prefiling negotiation in itself is not 
a technique new to the Antitrust Division. In the second half of the 
1920’s a large proportion of our cases—about a quarter of them—were 
handled by this procedure. 

In the 1930’s, however, this method of handling antitrust litigation 
fell into disuse. In 1939, it was revived after a fashion, and continued 
to be employed through 1942. During this latter period, prefiling 
negotiations were usually conducted after companion criminal cases 
had already been brought and were pending in court. The prefiling 
negotiations of the civil case, many felt, were only a step in the settle- 
ment of the criminal prosecutions. 

Our current policy with respect to prefiling consent judgment nego- 
tiations is very different from that policy which obtained from 1939 
through 1942. Today’s policy relates primarily to situations which 
are the subject of civil rather than criminal prosecution. In no 
instance is the sanction of the criminal law used to coerce the settle- 
ment of a civil case, and consent judgment negotiations are carried out 
entirely separately from, and independently of, negotiations relating 
to correlated prospective criminal proceedings. 

The purpose of the new policy is to adjust civil antitrust contro- 
versies before they come to court, not to force, by means of criminal 
cases, the disposal of pending civil cases. 

Under our policy, in some cases which appear to us to be adapted 
to its use, the Division after it has investigated a particular situa- 
tion and prepared a proposed complaint, notifies the prospective de- 
fendants of the intention of filing a civil complaint against them. In 
general terms, we outline to the proposed defendants the nature and 
the ground of our charges. If the prospective defendants care to 
start negotiations toward a possible decree in advance of the filing 
of our complaint, we are ready to meet them at the conference table. 

Our effort is to work out a consent decree disposing of the ques- 
tions raised by the complaint, keeping constantly in mind adequate 
safeguards for the public interest. Efforts to work out consent de- 
crees prior to the time the complaint is filed have not been successful 
in all instances, but they have been successful in a sufficient number 
of the cases where we have followed this procedure to show that 
it offers substantial advantages, both to the defendants and to the 
Government. 

Prefiling negotiation permits quick discussion and settlement of 
the economic and legal issues of the case without the rigidity and the 
publicity of an already filed complaint. The complaint is filed as 
originally drawn except in the unusual case where negotiations have 
shown that one of the Government’s claims could not have been 
established. 

Negotiating procedures aside, consent settlements have advantages 
and disadvantages to both the Government and defendants. 

To the Government, the consent-settlement procedure is a great 
asset because of the rapidity with which former undesirable practices 
in an industry may be transformed into a program for healthy and 
vigorous competition. 
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(Table No. I referred to above is as follows :) 


TER #E COMPARISON OF CONSENT SETTLEMENT PERCENTAGES 





Total Percentages - 


1940 - 1943 84.5% 
1953 - 1957 72 % 


Years 1940 1941 1942 1943 1953 1954 1955 1956 1957 
Civil Termination 23 22 36 15 23 48 2h 46 27 
Consent Judgments 21 19 29 12 16 33 20 30 22 
Percentages 91.3 86.4 83.3 80 69.6 68.8 83.3 65.2 81.4 

I have prepared figures indicating the average time taken in termi- 
nating litigated cases and consent-decree cases for the fiscal years 1951 
through 1957. 

As is indicated in table No. 2 before you, for 74 litigated cases, the 


average time lapse from complaint to final disposition (that is, entry 
of a Judgment no longer subject to appeal) was 59.27 months; the 
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comparable time for 139 consent cases was 32.86 months. Thus on 
the average 2 more years are required to try a case than to obtain the 
same or similar relief by means of consent settlement. 

(Table No. II referred to is as follows :) 


— #II COMPARISON OF TIME REQUIRED TO TERMINATE 
LITIGATED AND CONSENT SETTLEMENT CASES 
1951 1952 19 19 19 19 |__2291 
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The Cuarrman. Judge Hansen, do you want to have these tables 
inserted in the record ? 

Mr. Hansen. I would like to, each one that is presented. Thank 
you, sir. 

The Cuarrman. They will be put in the record. 
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(The tables referred to are as follows :) 


Consent settlement cases 





Total Average 
Year Number elapsed elapsed time 

time per case 

(months) (months) 
[ a a ee 19 678 36 
Pecks bcc ek baie ln ewcvedscabine shosduddueyocsuvgddamad as 8 193 24 
RE cyditnn tobe payiiaasprep~-t<emetepnennats iundlcegenadh 16 627 39 
pe ee eae pee diiadeine es aij anti hanes io tina Sarcaswacwie 32 1, 389 43 
» BPE ereay dinv bibiinb dds “é daha pride palaebdebinpenid 22 618 23 
Sl tiiinth oc tiindeicnenaandkadeisnins Kciibah<taeahndmte erin 33 917 28 
20 


Wt dace wckhbacapensasenncsadeconcccssarucecusecccchevapuad —t 22 442 


Norte.—For 142 cases terminated ohio the period 1951-57 by consent settlement, the average elapsed 
time per case was 32 months, 


Litigated cases 


Total elapsed Average 





Year Number time elapsed time 

(months) per case 

(months) 
SOR soso oc dsdk dO Gi dh ccidlidad dhaddbnds adiiiaodl 12 1,092 91 
1952...... attineepedgidanaqunbuadaneentihenbdnecamstnnd: bale | 10 556 56 
Ea tcisasiwe esse ceunadbadebedgscdsudeubbddlideadtvhacs ohdbibaia 6 256 43 
DAs sebbbne doses nheen so ey J6u heb bb66 Ee adeeb ens cdeup 14 633 45 
Sidi -iehdbdsemasbandseiasaisiesndninead eontnatneneahahoneniadéiepasandaal 15 848 57 
ll iiiptntibembtminkbebumistdiindieareatbhbneedininiuaeeineal 13 77. 59 
Beatie <dncescebennrh interna vedas sadeecetieenttesi 6 | 229 38 

| 








Note.—For 74 litigated cases terminated deities the ol 1951-57, the average s bilgi time per case was 
59.27 months. 


Mr. Hansen. In the 2 years thus saved, real strides may be made 
toward restoring competitive conditions in the industry involved. 
Indeed, within 4 months of the Kodak consent decree, which I will 
discuss with you later at some length, substantial new entry had been 
made into the defendant’s former monopolistic market. 

These striking statistics are complemented by an analysis of four 
recent cases (United States v. General Electric Co., 115 F. Supp. 835; 
United States v. International Boxing Club, 150 F. Supp. 397; United 
States v. United Shoe Machinery Corp., 110 F. Supp. 295; United 
States v. Aluminum Co. of America, 91 F. Supp. 333) ; in which hear- 
ings were held on relief after trial of the legal and factual issues had 
been decided. From the date of decision until date of final judg- 
ment and relief, the average elapsed time was over 18 months. 

During this time the judge was being informed of and considering 
economic data pertaining to the defendants and to the industry. This 
information is already at the command of Government and defense 
lawyers when they begin negotiation. 

Of course, the time 1 required to present this material cannot be meas- 
ured when the trial court decides to hear violation and relief testi- 
mony simultaneously; yet it certainly must be equally voluminous. 
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Some recent figures on cases which reach appellate courts tell an 
equally impressive story. Of the 6 civil and criminal cases terminated 
in fiscal 1957 which were litigated and won by the Government, 4 
were appealed to the Supreme Court and 1 other was reviewed by a 
circuit court of appeals (United States v. McKesson & Robbins; 
United Liquors Corp. v. United States; Gulf Coast Shrimpers and 
Oystermans Ass'n. v. United States; Holophane Co., Inc., v. United 
States; Morton Salt Co. v. United States). 

For these 5 cases, the average elapsed time between judgment in the 
trial court and final disposition of the appeal was over 17 months. 
Of course, the return of competitive conditions is further hindered by 
this delay. 

This saving of time in obtaining relief provides correlative admin- 
istrative advantages to the Division. Since savings in time generally 
spell like savings of men and resources, consent settlements mean lower 
costs to the Division per judgment entered. 

The need for savings in funds and manpower is dramatically il- 
lustrated by table No. “TIE which compares the number of complaints 
received and actions instituted by the Division with the budget appro- 
priation made available to it. As is indicated, since 1952 compl: ints 
received have almost doubled but the annual appropriation has in- 
creased by less than $150,000. In fact, complaints have increased 
some 70 percent since 1951 while the appropriations have increased 
much less. 

The charting of funds available for each action instituted shows 
a similar history. It is quite clear that the Division has less funds to 
expend upon individual items in an enforcement program which is 
more extensive than programs attempted with much larger appro- 
priations. 

In this context, results per enforcement dollar become a prime con- 
sideration in appraising alternative enforcement techniques. 











CONSENT DECREE PROGRAM——DEPARTMENT OF JUSTICE 17 


(Table No. III referred to is as follows :) 
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Appropriation dollars per complaint 
Appropriation dollars per suit instituted ——___ 








Appropri- |Complaints| Dollars per 





| 
Actions | Dollars per 
ations | received | complaint | instituted | action 
| instituted 
' 

1947__- ..| $2, 089, 000 1, 033 $2, 022 44 | $47, 477 
1948__- ..| 2,400,000 1, 456 1, 648 | 34 | 70, 588 
1949. | 8,571, 700 | 1, 344 2, 657 | 57 | 62, 661 
1950... 3, 799, 000 1, 350 2, 814 | 71 | 53, 507 
ra 3, 750, 000 884 4, 242 | 51 | 73, 529 
1952. _.- 3, 420, 000 788 4, 340 30 | 114, 000 
1953... . ; 3, 500, 000 787 4, 447 33 106, 060 
1954. _ . 3, 150, 000 1, 056 2, 983 32 98, 487 
1955... - 3, 148, 520 1,170 2, 691 | 47 67, 203 
1956... 3, 464, 000 1, 185 2, 823 | 48 72, 167 
1957... .- 3, 568, 650 1, 394 2, 560 | 55 | 64, 885 
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A consent judgment, beyond the concern for time and funds, avoids 
difficulties of court proof. The difficulties of proof are particularly 
onerous in litigation involving economic issues. The consent decree in 
the Swift case was analyzed “by one commentator in this way: 

* * * the defendants accepted a provision prohibiting them from using or 
permitting others to use their distributive facilities for the handling of 114 food 
products. In view of the extensiveness and variety of the distributive facilities in 
queston * * * as well as the number of the products, immense amounts of data 
would have been necessary to support either side had the case been con- 
tested * * * determining what part of the overhead of these facilities should be 
allocated to the cost of each product would lead to interminable argument with 
little prospect of reaching satisfying conclusions. But painstaking demonstration 
is not necessary for informal compromise. Through the consent decree, issues 
on which proof would be almost impossible in a contested suit may be settled 
by stipulation (Isenbergh and Rubin, Antitrust Enforcement Through Consent 
Decrees, 53 Harv. L. Rev. 386, 390-91 (1940) ). 

Thus, settlements may—if properly used—provide an economical 
and prompt tool for promoting competition. The lack of formality 
in the negotiations relaxes the atmosphere. In a contested suit, how- 
ever, arguments must be framed and evidence arranged in accordance 
with rigid traditions. 

The Cuarrman. Incidentally, are efforts being made to reopen that 
decree ? 

Mr. Hansen. Yes, sir, and we are opposing it. 

Energy that might have been devoted to the settlement of sub- 
stantive issues is wasted on procedural disputes and the issues which 
emerge are often distorted by the necessities of courtroom presentation. 
One commentator has stated : 

In consent decree negotiations, no formalized procedures stand between the 
parties and the economic and legal problems before them. As a result, the 
possibility of more practicable solutions is greatly enhanced (lIbid.). 

Moreover, the reduced contentiousness which accompanies “shirt- 
sleeve conferences” frequently results in decree terms which might not 
have been the outcome of litigation. It is now almost standard in 
consent decrees to permit the Government access to the defendant’s 
books and records to investigate compliance. Modification of the 
decree to meet changing circumstances may be provided for without 
wasteful courtroom wrangles. 

There has been a continuous debate among lawyers and writers as to 
the propriety of specific terms and decrees negotiated by the Division. 

(Juite recently a commentator observed that— 
the royalty-free licensing provision is only one situation in which the Govern- 
ment has been subject to the charge of “going beyond existing law” * * * 
(Comment, 55 Mich. L. Rev. 92, 111 (1956) ). 

The Attorney General’s Committee report of a few years ago could 
not reach accord on this subject. (See report of the Attorney General's 
National Committee To Study the Antitrust Laws, p. 361 (1955).) 

The Division’s aim has been to avoid any charge of iP lan while 
fulfilling our obligation to seek restoration of competitive conditions. 
It would certainly be unconscionable for the Government to demand 
relief held by the Supreme Court to violate fundamental law. oo 
have we sought decree provisions which have never been granted i 
litigated cases. 

Of course, we try—as would the court—to fit the decree provisions 
to the particular needs of an industry. This attempt is by way of 
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joint prediction by the Government and the defendant that the court 
would accede to the provisions. If the defendant is convinced that 
the Government’s judgment in this is incorrect , forcing him to proceed 
to trial to vindicate his beliefs does not seem too harsh. 

An additional advantage of consent judgments is that they permit 
avoidance of the narrow confines of litigated, two-party judgments. 
Professor Hamilton forecast the possibilities s along these lines inherent 
in the use of consent decrees: 

* * * The instrument has a sweep which no process of law could ever impart. 
It can go beyond sheer prohibition; it can attempt to shape remedies to the 
requirements of industrial order. If the demand is for adjustment within an 
intricate scheme of trade practices, at least it supplies the instrument. It can 
reach beyond the persons in legal combat to comprehend all the parties to the 
industry. It can accord some protection to weaker groups and safeguard to some 
extent the rights of the public. It can, unlike a decee emerging from litigation, 
take into account the potential consequences of its terms (Hamilton and Till, 
Antitrust in Action, T. N. E. C. Monograph No. 16, p. 88 (1940) ). 

With this in mind, the Division, fashioning consent judgments, fre- 
quently consults with those in the industry, both as customers and 
suppliers. 

Negotiating the IBM judgment, for example, we met with others in 
the industry to secure, first, a full understanding of industry problems, 
and industry views on effective relief, and, sec ond, aid in understand- 
ing technical complications of tabulating and electronic data proces- 
sing machines. 

Indeed, in one recent judgment (R. L. Polk & Co., CCH Trade 
Cases, par. 67,993) the court declined entry until the Division could 
offer assurance we had obtained the views of complainants as to the 
effectiveness of proposed judgment provisions. Carrying this process 
one step further, in the various Paramount judgments specifying 
divestiture details, the Division publicly announced judgment provi- 
sions well in advance of submission to court. As a result, interested 
parties also had ample notice te appear before the court and comment 
on proposed judgment provisions, 

At least in one instance an objector appeared, but the court nonethe- 
less entered the judgment as submitted. 

The Division has followed the practice, when formulating terms of 
relief for consent judgments, of obtaining where appropriate the 
views of the competitors, suppliers and customers of a defendant. 

In some instances, it has been possible to satisfy their interests; in 
others, the decision may have been that matters of general interest 
overrode the concern of the individual involved, who is therefore 
left to the direct remedy given him by statute. In any event, I 
would assure you that any person believing that a pending antitrust 
litigation instituted by the Government might be settled in a fashion 
affecting his interests has and will continue to have, if he so desires, 
full opportunity to present his arguments to the Antitrust Division 
and we will carefully consider his interests in reaching our deter- 
mination as to what relief is necessary and appropriate in the overall 
public interest. 

Of course, defendants also profit by the use of consent decrees. 
A consent judgment is a considerably less expensive alternative to 
litigating a civil antitrust case. Certainly expenses vary in direct 
relation to the amount of time expended. 
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I have already demonstrated that consent settlements are reached 
substantially more rapidly than litigated judgments. Also, the mat- 
ter can be settled without attendant publicity which might injure 
a businessman to a degree not warranted by his violation of the 
antitrust laws. 

Judge Barnes has referred to one impressive example: 


* * * In the recent Tennessee Electrical Contractors case, Chattanooga jour- 


nals each day of the 2-week trial headlined details of the defendant's alleged 
antitrust abuses 





The CuHatrman. Judge Hansen, I notice on page 17, you stated in 
the very last sentence 

Also the matter can be settled without attendant publicity which might injure 
a businessman to a degree not warranted by his violation of the antitrust laws. 

Do you amplify that later? 

Mr. Hansen. Yes, sir, that 1 is what I am doing right now. I am 
quoting from Judge Barnes’ statement : 

In the recent Tennessee Electrical Contractors case, Chattanooga journals 
each day of the 2-week trial headlined details of the defendant’s alleged anti- 
trust abuses. In that same city in the liquor cases, there was, in fact, so much 
comment in the public press that the court continued the imposition of sentence 
for 2 months, and on March 23, 1956, fined defendants $34,000 and placed 8 on 
1-year probationary sentences. This had double headlines on the first page. In 
some instances, this publicity, largely avoidable in a consent settlement, may 
prove as damaging as the remedy decreed. (Statement by Assistant Attorney 
General Stanley N. Barnes before Subcommittee No. 5 of the House Select 
Committee on Small Business, 8-9, March 29, 1956.) 

Expense and publicity accompany a disruption of business affairs. 
The defendant is unable to make forecasts for future plans or to 
modify his practices or methods while the suit is pending. Whether 
the defendant is a dominant concern or a collective trade association, 
this disruption hurts the individual as well as the whole industry. 
The disruption is more quickly eased by consent settlements and 
recovery is aided by definitive terms of consent decrees. 

Another important consideration which prompts defendants to 
negotiate for settlements is that it avoids many private damage suits. 

Under the express provisions of section 5 ‘ot the Clayton Act, a 
judgment obtained by the Government may be used by a private 
litigant as prima facie evidence of an antitrust violation; but the 
section does not apply— 
to consent judgments or decrees entered before any testimony has been taken— 
(15 U.S. C. A. 16 (1951) ). 

By negotiating, therefore, the defendant may be able to avoid a 
lengthy series of private litigations and the expense of treble damage 
payments. This is a treme ndous inducement; one commentator 
concluded that— 
all of the movie litigation and approximately two-thirds of other private suits 
have followed successful Government antitrust proceedings (Antitrust Enforce- 
ment by Private Parties: Analysis of Developments in the Treble Damage Suits, 


61 Yale Law Journal 1010, 1060 (1952) ). 
In July 1955, Judge Barnes estimated before the Antitrust Sub- 


committee of the House Judici lary Committee that more than 75 per- 
cent of all private antitrust cases brought had trod a path worn 


smooth by Government vices 
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The Division is aware that the private suit serves the double func- 
tion of making businessmen the allies of the Government in enforcing 
antitrust policy and of giving compensatory relief to injured parties. 

No set rule may be adopted for balancing the functions of private 
suits with the Division’s need for maximum antitrust enforcement. 
The efficacy of each method must depend upon the facts of each case. 

In sum, let me emphasize, emphasis on consent judgments is not 
without its disadvantages to the Division, and its dangers to antitrust 
enforcement. Consent decrees reveal primarily how hard the ax has 
fallen and not where it will hit next. 

Absent from such decrees are findings of fact as indicated by the 
chairman, as well as the rationale underlying adoption of any one 
provision. 

Thus, lawyers intent on counseling clients within the law gain 
little succor from the vacuous algebra of occasional consent provisions. 
By thus cramping the rule of prophylactic antitrust, overemphasis 
on consent procedures may harm enforcement efforts. 

However, to highlight specifically what consent judgments can do 
to spur new competition, let me focus briefly on the competitive after- 
maths of Kodak and IBM. 

The Division prepared a complaint which sought the abolition of 
Eastman Kodak’s monopoly of amateur color film processing and the 
company’s practice of controlling the resale price of its color film by 
fair trade contracts, including in the retail price an unsegregated 
charge for subsequent processing of the film. A consent decree was 
negotiated prior to filing of the complaint. 

The judgment entered in Buffalo required Eastman to cancel its 
fair trade contracts relating to resale price maintenance and enjoined 
such contracts in the future. 

In addition, the judgment prohibited Eastman from selling its 
color film with a processing charge included in the sale price, and 
from tying together in any other way the sale and processing of its 
film. 

Of direct and immediate benefit to independent film processors were 
the requirements of the judgment that Eastman grant, upon request, 
licenses under its pertinent processing and material patents, upon 
reasonable royalties; that Eastman make available technical manuals 
describing its color film processing technology ; that the company send 
technically qualified persons to plants of independent processors to 
supplement the technical information contained in the manuals, and 
that Eastman permit independent processors to send technical per- 
sonnel to certain of its processing plants to observe the processing 
methods, processes, machines, and equipment. * 1 

Given access to Eastman’s processing and materials patents and 
technology, and the compulsory sale by Eastman of materials used in 
processing amateur color film, we felt that the independent processors 
would have an opportunity to compete against Eastman in the proc- 


essing of its color film, and that resultant benefits would acerue to 
amateur photographers. 

There were predictions by trade journals that druggists would profit 
by an increased use of color films and because they normally act as 
agents in the color film finishing process. 
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Of course, photo finishers were also aided because they were per- 
mitted to compete for the color finishing business formerly controlled 
by Eastman alone. 

Within 4 months of the decree, 9 regional or national firms had 
announced plans or actually begun to seek business in color finishing. 
Eighteen months after the judgment, 8 wpe had made invest- 
ments of over $100,000. Of these, 1 had invested $650,000 and 2 firms 
had invested more than $1 million. In addition, innumerable small- 
business men were expected to seek the local finishing business. 

One company which served about 125 dealers in New York City 
soon after the decree announced an expenditure of $70,000 to buy 
equipment from Eastman. In this case, then, aban negotiation 
produced a decree which permitted the defendants to conduct their 
business reasonably and profitably and at the same time created and 
stimulated competitive conditions where before there had been none. 

The consent judgment against International Business Machines 
may similarly benefit competition. At the time of suit, the com- 
plaint charged that IBM owned more than 90 percent of all ‘tabul: ating 
machines and sold approximately 90 percent of all tabulating c: ards 
used in the United States. 

The complaint further alleged that IBM had excluded other manu- 
facturers and potential manufacturers of tabulating machines and 

cards from the industry, had cramped the growth of independent serv- 
ice bureaus, and had stunted the independent business of repairing 
tabulating machines and manufacturing and distributing replacement 
parts. 

The complaint charged IBM with utilizing several means for 
achieving these illegal ends, but the heart of the plan was IBM’s 
refusal to sell its machines. 

Moreover, IBM would lease its machines only under tabulating 
service agreements providing for a single charge covering rental of 
the mac hines, instruction in ‘their use, repairs, and maintenance. 

Since lessees had to pay for instruction, repairs, and maintenance, 
irrespective of their own desires or capabilities, they had small incen- 
tive either to rely on independent businesses for these services or to 
service machines themselves. 

The purpose of the judgment was to dissipate the fruits of IBM 
monopoly by spurring entry of new machine manufacturers. This 
was accomplished by making it possible for users and prospective 
users of the machines to purchase and own them upon reasonable 
terms. 

Also important to our goal are judgment provisions giving all mem- 
bers of the tabulating dustry complete access, at reasonable royal- 
ties, to all existing IBM patents and applications, relating to all of 
IBM’s tabulating and electronic machines. 

Further opening up trade is an injunction against IBM’s former 
practice of requiring any lessee or purchaser of a machine to have it 
repaired by or purchase parts from IBM. 

Beyond these provisions the judgment requires that licenses under 
existing patents to make, have made, use, and vend tabulating cards 
and/or tabulating card machinery, shall be royalty free. And, IBM 
is obliged to furnish technical information regarding its complete line 
of tabulating machines. 
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Should this program for relief prove ineffective, a “Sword of Damo- 
cles” provision requires IBM to divest itself after 7 years of any part 
of its manufacturing capacity which would then be in excess of 50 
percent of the total capacity in the United States unless IBM can 
show that substantial competitive conditions exist or that divestiture 
is not appropriate. 

Within less than 6 months of the judgment several companies had 
indicated that they planned to enter the business of (1) manufacturing 
and selling tabulating machines, (2) repairing and maintaining those 
machines, (3) manufacturing tabulating cards, and (4) preparing, 
via service bureaus, accounting and statistical information on a fee 
basis. 

Whatever the pros or cons of consent settlements may be, once a 
consent—or, for that matter, any judgment is entered, we must see 
that it is lived up to. 

Problems arising after judgments, whether entered upon consent of 
the parties or after trial, are the concern of the Judgments and Judg- 
ment Enforcement Section. 

Usually the problems are handled directly by the staff of that sec- 
tion or, under the general supervision of the Chief, through the appro- 
priate field office of the Antitrust Division. 

Lawyers in this section are initially responsible for enforcing the 
more than 400 civil antitrust judgments outstanding. There has : been 
within the last few years an increased emphasis upon the enforcement 
of judgments. This emphasis is reflected in the number of formal 
proceedings instituted as well as in the shift in the workload of the 
section. 

From the passage of the Sherman Act through 1952, the Division 
had instituted only 18 criminal or civil contempt proceedings to en- 
force judgments entered in Government antitrust suits. 

Since 1953, however, nine such proceedings have been brought. 
This represents a tremendous advance in enforcement activity. 

Formal proceedings not only prevent the violation of the immediate 
decree and so help to restore competition, they also act as a deterrent 
to other would-be violators. We estimate that 5 to 7 years ago less 
than 50 percent of the workload of the Judgments Section involved 
the handling of postjudgment problems; judgment negotiation re- 
ceived major attention. Today, with an almost doubled staff, the 
Section devotes at least 90 percent of its time to enforcement. 

The increased attention given to judgment enforcement is reflected 
in the growth of the Section from 11 attorneys 3 years ago to a present 
staff of 21. This growth has taken place during a period when, as 
I have told you previously, the ratio of consent terminations to gen- 
eral antitrust activity is smaller than in at least one comparable peric riod. 
This means increased supervision of judgments, and supervision in- 
sures more effective maintenance of competitive conditions once they 
have been established by a decree, however it is achieved. 

The Judgment Section’s tasks relate to construction and modifica- 
tion of judgments, the investigation of complaints of violation, and 
the institution of proceedings to punish violations or to secure the 
carrying out of the terms and purpose of judgments. 

When a question of construction arises, it is usual that the particular 
defendant or his counsel contact the Antitrust Division and discuss 
the problem. Often the matter can be settled through informal dis- 
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eussion. In other situations the defendant may formally request the 
Department’s construction or by interpretation of the judgment. 

We consider that we are obligated to give to any defendant our 
construction of a judgment which binds him as it applies to a particu- 
lar set of facts. If no agreement is reached between the Division and 
the defendant, it may be necessary for one of the parties to apply 
to the court for construction. 

Modifications, whether considered necessary by the defendants or 
the Government, are also frequently discussed initially in an informal 
way ; it is sometimes possible to obtain the approval of the court for a 
formal agreed-upon order. 

In the event the parties cannot reach an agreement, the court may 
be requested to determine the necessity for a modification by holding 
formal hearings and considering evidence. 

Applic ations for modification of judgment provisions have been 
as diversified as antitrust proceedings in general. Certain restric- 
tions imposed on defendants with regard to holding stock have been 
lightened for certain purposes. 

In many instances the modifications presented some details within 
a big case, such as, for example, modification under the motion pic- 
ture judgments of a time limit with regard to divestiture of a partic- 
ular theater. 

Modifications range from the request by another Government de- 
partment that we seek a modification of a judgment to permit a par- 
ticular defendant to comply with certain regulations of that depart- 
ment to the current proceeding in which three defendants seek to 
modify drastically the terms of the 1920 consent decree in the so-called 
Packers case. 

Petitions for construction or modification or even vacation of a judg- 
ment do not necessarily involve violations. Special enforcement prob- 
lems arise when a defendant does not live up to his obligations under 
the judgment; he might openly defy or, more frequently, surrepti- 
tiously act or fail to act in violation of those obligations. 

The Division may learn about noncompliance from industry surveys 
we make, from complaints by persons who are adversely affected by 
acts of a defendant, or from incidental notices in trade journals. 

Whenever there is sufficient reason to believe that a Judgment obli- 
gation has been violated the section conducts a preliminary inquiry 
either directly or through the appropriate field office. 

If that inquiry shows that the complaint has merit or indicates a 
situation which would, if substantiated, constitute a judgment viola- 
tion, a formal investigation is initiated. This investigation is nor- 
mally conducted by the Federal Bureau of Investigation. 

The Department may utilize one or more of the rights which we 
have under many of the judgments providing for access to documents 
in the possession of the defendants, interviewing of officers and em- 
ployees and, if appropriate, the submission of reports by defendants. 

Formal investigation may result in a motion for construction to 
determine whether the activity in question is contrary to the judgment; 
it may result in a motion to modify in order to make the judgment 
effective: it may result in the institution of civil or criminal contempt 
proceedings or both. 
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Civil contempt is purely remedial; the Government achieves com- 
pliance with the judgment by court process. It is coercive and looks 
to future actions, 

Criminal contempt is punitive; it acts as a deterrent while punish- 
ing for past acts. 

These are some of the procedures which the Division utilizes in 
enforcing judgments. We believe that our program of increased 
policing of decrees has led to more effective attainment and mainte- 
nance of the conditions sought by the antitrust laws. 

Of the 400 or so judgments this Division polices, you have asked me 
to focus on one, the so-called Atlantic Refining judgment. 

At the outset, of course, that judgment was negotiated and entered 
more than 15 years ago by men not one of whom is still with the 
Department. It seems clear, therefore, I can take no direct respon- 
sibility for the various enforcement decisions that were made in fash- 
ioning its terms. 

Whatever my thoughts on the wisdom of its provisions, however, 
mine is now the obligation to enforce it. And that is just what I have 
tried to do. 

Let me begin by sketching the decree. I shall then touch upon the 
various problems in its enforcement the Judgment Section has brought 
to my attention. Finally, I shall explain what we have done to date 
to meet those problems. 

First, the decree: The Elkins Act (34 Stat. 587-589; U.S. C. title 
49, par. 4) proscribes the giving of any rebate by a carrier to a shipper. 
It provides that the civil penalty for receiving rebates shall be three 
times the amount of the rebate. 

In 1940, the Department prepared 59 cases against various shipper- 
owner oil companies charging violation of the Elkins Act and seeking 
threefold penalties. 

On September 30, 1940, three cases were filed against the Standard 
Oil Company (Indiana) (C. A. 301 (N. D. Ind.), The Phillips 
Petroleum Company, and The Phillips Pipe Line Company (C. A. 
182 (Del.)) and The Great Lakes Pipe Line Company (id.). 

In the firs. 2, the Department sought an accounting and a money 
judgment for 3 times the amount of the alleged illegal rebates; the 
last case sought only an injunction. 

Two of the cases were heard before an expediting court. And 
preliminary motions regarding venue and jurisdiction were decided 
in favor of the Government (United States v. Phillips Petroleum Co., 
36 F. Supp. 480; United States v. Great Lakes Pipe Line Co., 36 F. 
Supp. 486). 

Negotiations were thereupon commenced for settlement of all of 
the contemplated pipeline proceedings. 

Discussions were then held between the Government oil staff—no 
one of whom is still with the Department—and the oil industry ne- 
gotiating committee. The upshot was that, on December 23, 1941, a 
civil action was filed by the Government against 19 major oil com- 
panies, 17 affiliated oi] companies and 53 pipeline companies which 
were either subsidiaries of the oil companies or were pipeline com- 
panies in which the defendant oil companies had a financial interest. 

The complant, in effect, charged that the defendant shippers were 
paying the applicable tariff rates filed with the Interstate Commerce 
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Commission but were in effect receiving from the defendant pipe- 
lines refunds, rebates, and offsets which were— 

passed on or credted, directly or indirectly, by the defendant common carriers 
to their defendant shipper-owners under the guise of dividends and earnings 
(complaint, par. 7). 

On the same day the complaint was filed, December 23, 1941, the 
so-called pipeline consent judgment was entered. The judgment, 
in essence, provides that no defendant « common carrier should credit, 
give, grant, or pay, in any calendar year (commencing January 1, 
1942) ‘to any defendant shipper-owner any earnings, dividends, sums 
of money, or any other raltabe considerations derived from trans- 
portation or other common carrier services which in the aggregate 
1s— 
in excess of its share of 7 percent of the valuation of such common carrier 
property— 
if the common carrier shall have transported during said calendar 
year any crude oil, gasoline, or other petroleum produc ts for said 
shipper-owner (judgment, par. IIT). 

The judgment then defines “valuation” to mean— 


the latest final valuation of each common carrier's property owned and used 
for common carrier purposes as made by the Interstate Commerce Commission. 


It provides that to the latest final valuation— 


shall be added the value of additions and betterments to the common carrier 
property made after the date of such latest final valuation. 


And— 


from this sum shall be deducted appropriate amounts for physical depreciation 
on, and retirements of, common carrier property computed by the carrier as of 
the close of the next preceding year, in accordance with the methods used by 
the Interstate Commerce Commission in bringing valuations down to date 
(judgment, par. III (a) ). 

So much for a brief sketch of the decree. In my slightly over 1 year 
as head of the Antitrust Division, my experience with enforcement 
problems under the decree has led me to conclude that its most effective 
enforcement will likely stem, not from one overall proceeding raising 
the myriad issues the decree might post, but rather from a series of 
separ: ate enforcement actions designed to implement the decree’s key 
provisions. 

Only thus, I believe—and in this belief my entire staff concurs— 
san crucial issues under the decree be presented to the court in a 
clear-cut and manageable form. 

Against this background, I shall treat the four proceedings this 
Division, under my leadership, has filed to effectuate this decree. 

Treating each proceeding, I shall, of course, cover the provision 
of the decree each proceeding seeks to fulfill. All these issues, it seems 
clear, are now before the court. Accordingly, I shall cover this De- 
partment’s position regarding key-decree provisions largely in terms 
of the language contained in motions we have filed. 

First, the shipper-owner share issue. On October 11, 1957, the Gov- 
ernment filed a motion for an order carrying out the judgment, directed 
against the Arapahoe Pipe Line Co., of Brush, Colo. 

The shipper-owners of the Arapahoe Pipe Line Co. are the Pure 
Oil Co., a named defendant to the judgment, and the Sinclair Pipe 
Line Co., a wholly owned subsidiary of the Sinclair Oil Co., also named 














CONSENT DECREE PROGRAM——DEPARTMENT OF JUSTICE 29 


a defendant to the judgment. (By virtue of the provisions of par. I, 
the Arapahoe Pipe Line Co. is also a defendant common carrier.) 

According to our motion, Arapahoe has violated the judgment by 
failing to deduct from the valuation of its common-carrier property ; 
before computing its shipper-owners’ permissible dividend, the share 
of the valuation of such property financed by or attributable to loans 
of $26 million from third parties. 

The Arapahoe Pipe Line Co., our motion avers, was incorporated 
on June 17, 1954. The par value of its outstanding capital stock is 

32,900,000, which represents the investment made in the company by 
the Pure Oil Co. and the Sinclair Pipe Line Co., each of which owns 
14,500 shares of the company’s capital stock. f 

In August 1954, the company authorized the issue of 25-year, 3.80 
percent first-mortgage pipeline bonds in the amount of $27,600,000. 
On August 19, 1954, our motion goes on, $16 million of such bonds 
(maturing August 1, 1979) were issued to the Mutual Life Insurance 
Co., and on November 4, 1954, an additional amount of $10 million of 
such bonds was issued to the Mutual Life Insurance Co. 

The mortgage and deed of trust provided that the money obtained 
by the debentures was for the construction of pipelines which were to 
be constructed on or before June 30, 1955, but not later than December 
1, 1955, and should in any event be completed on or before January 
1, 1957. 

The Arapahoe Pipe Line Co. thus has a total capitalization of 
$28,900,000 consisting of $2,900,000 in capital stock and $26 million in 
funded debt. 

The Arapahoe Pipe Line Co. has filed 3 reports with the Attorney 
General pursuant to paragraph VIII of the judgment; that is, in 
1955, 1956, and 1957, for the calendar years 1954, 1955, and 1956. 

In the first report it reported its valuation to be used as earnings 
basis to be $1,624,000; in the second, $21,807,066; and in the third, 
$30,136,800. It reported the 7-percent permissible dividends for its 
shipper-owners for those years as follows: $113,684 for 1954, $1,526,- 
495 for 1955, and $2,109,569 for 1956. Those dividends represent the 
following rates of return to its shipper-owners on their investment of 
$2,900,000: 3.9 percent in 1954, 52.6 percent in 1955, and 72.7 percent 
in 1956. 

Judgment paragraph 3, recall, proscribes dividends that exceed 7 
percent of the “shipper-owner share of the valuation” of the carrier’s 
property. 

Obviously, the biggest share of the corporation’s valuation is repre- 
sented by the $26 million loan from third parties and the shipper- 
owners’ share of the carrier’s valuation is represented by their invest- 
ment of less than $3 million. 

The purpose of the Elkins Act is to prohibit rebates to shippers 
and the purpose of the complaint in this case was to prohibit the 
defendant carriers from paying excessive dividends which amounted 
to rebates to their shipper-owners under the guise of dividends and 
earnings. 

The background against which this judgment was entered makes 
it clear that the purpose of the judgment was to prohibit the payment 
by defendant carriers of excessive dividends and amounts of money to 
their shipper-owners. 








30 CONSENT DECREE PROGRAM-——DEPARTMENT OF JUSTICE 


Accordingly, the motion requests an order from the court directing 
the Arapahoe Pipe Line Co. to deduct from its valuation before com- 
puting its shipper-owner permissible dividends, the share of the valu- 
ation of its property that is the result of, or attributable to, moneys 
obtained by the carrier from third parties for the purpose of extend- 
ing existing or constructing or acquiring new, common-carrier 
facilities. 

Second, the so-called pro rata issue. 

On October 11, 1957, the Government also filed a motion for an 
order carrying out the judgment directed against the Service Pipe 
Line Co., of Tulsa, Okla., and its shipper-owner, Standard Oil Co. 
(Indiana), charging the defendants with violation of the judgment 
and requesting appropriate relief. 

This motion stems from an alleged violation by the Service Pipe 
Line Co. of the provisions of paragraph III (a). At the time of the 
entry of the judgment, the latest final valuation made by the Inter- 
state Commerce Commission of most of the defendant carriers was as 
of December 31, 1934. 

Accordingly, paragraph III (a) provides for bringing the valuation 
up to date; that is, “as of the close of the next preceding year.” 

Beginning in 1951, the defendant Service Pipe Line Co. began 
adding to its valuation, on the basis of which it computed its shipper- 
owner’s permissible dividend, the pro rata value of additions and 
betterments completed after the close of the next preceding year and 
began deducting the pro rata value of major retirements and depre- 
ciation occurring after the close of the next preceding year. 

In a year when the pro rata value of depreciations and retirements 
was larger than the pro rata value of additions and betterments, this 
method of computation resulted in the defendant Service calculating 
and reporting smaller dividends for its shipper-owner than those per- 
mitted by the judgment. 

But, conversely, when the pro rata value of additions and better- 
ments was larger than the pro rata value of depreciation and retire- 
ments, this method of calculation resulted in the carrier computing 
larger dividends for its shipper-owner than those permitted c the 
judgment. 

In any event, of course, this method of computing dividends con- 
stitutes a violation of the judgment. 

If permissible dividends are unearned in any year, paragraph III 
(d) provides that the amounts can be credited or paid within any one 
or more of the next 3 succeeding years in addition to credits and pay- 
ments permitted during each such subsequent year. 

The motion charges that in 1952 the carrier erroneously computed 
the shipper-owner’s dividend in excess of the amount permitted by the 
judgment but failed to earn the amount of the reported dividend and 
thus reported the unearned part as an unearned amount payable within 
any one or more of the next succeeding 3 years. 

In 1955, the carrier reported earning an amount in excess of the per- 
missible dividend for 1955. And it reported paying $1,063,238 of this 
excess to its shipper-owner as part of the 1952 dividend. However, 
this amount exceeded the permissible dividend for 1952—calculated in 
accordance with the judgment—by $241,040 and the amount of 
$241,040 was thus a payment in excess of that permitted by the 
judgment. 
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In addition to an order requiring defendant Service to compute its 
shipper-owner’s permissible dividend in accordance with the judg- 
ment, the motion seeks such relief against the shipper-owner, Standard 
Oil Co. (Indiana), as the court may deem just and proper. 

The Cuarmrman. Does that mean that you are going to seek triple 
damages ? 

Mr. Hansen. The purpose of it is to include that. Beyond the pro 
rata issue, we have sought to insure that, as we believe the judgment 
requires, only property owned and used by the carrier may be included 
in the valuation on the basis of which the shipper-owner’s share is 
calculated. 

One motion which we have filed is directed at defendant Tidal Pipe 
Line Co. and its shipper-owner, Tidewater Oil Co. This motion 
charges that Tidal has violated paragraph III of the judgment by 
computing the permissible 7 percent dividend to Tidewater on the 
basis of the valuation of all property used by it for common-carrier 
purposes, whether such property was owned by the carrier or not. 

Paragraph III of the judgment provides that the valuation to be 
used to compute the permissible dividend shall be the “latest final 
valuation of the common carrier’s property owned and used for com- 
mon-carrier purposes as made by the Interstate Commerce Com- 
mission.” 

The motion charges that Tidal has, in specified years, used in com- 
puting its dividends a valuation of all the property owned or used— 
not owned and used—by it for common-carrier purposes, resulting in 
dividend payments to the shipper-owner of $24,776.30 in excess of the 
dividends which could have properly been paid if the correct valua- 
tion had been used. 

Judgment paragraph V also requires that earnings of the carrier 
in excess of the permissible 7-percent dividend to its shipper-owner 
be placed in a surplus account. 

The motion charges that Tidal knowingly failed to place in its 
surplus account some $30,075 in excess earnings and instead paid 
the greater part of that sum to its shipper-owner. 

The difference in the valuations of property as computed by Tidal 
and as computed by ICC as “owned and used” is set forth in the mo- 
tion. For the years 1947 through 1952, Tidal’s method increased its 
valuation more than $400,000 over that of ICC’s valuation. 

This Tidal motion seeks an order directing Tidal to compute the 
permissible dividend each year on the basis of the valuation of the 
property owned and used by the carrier. It also seeks such relief 
against Tidewater as the court deems appropriate. 

We have further filed a petition for an order requiring the Texas 
Pipe Line Co. to show cause why it should not be found in civil 
contempt. 

In this proceeding, as in the action against Tidal and Tidewater, 
it is charged that Texas Pipe Line has violated paragraphs III and 
V of the judgment, in that it has computed the allowable payments 
to its shipper-owner on the basis of valuation of property used for 
carrier purposes but not owned by it. 

Further, the Texas proceeding alleges the carrier has failed to 
place in the surplus account net earnings which were in excess of 
the amounts the judgment permits it to pay. 
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This action differs from the Tidal proceeding in that Texas Pipe 
Line has not yet actually paid prohibited dividends to its shipper- 
owner, but has instead reported the sum of $100,526.79 as allowable 
dividends, earned and wit ithheld, and thus payable in future years. 

The petition requests the court to order Texas Pipe Line to trans- 
fer to its surplus account the sum of $100,526.79 and direct it to 
deduct this amount from the category of allowable dividends. 

The committee may question why the action against Texas Pipe 
Line was by way of civil contempt and not by way of motion as in 
the other proceedings. 

The distinction is that Texas has not actually paid over prohibited 
sums to its shipper-owner but has erroneously computed the valua- 
tion and has wrongfully credited the sums which it may pay in the 
future. 

There is no relief which the Government could seek against the 
shipper-owner until such payments were made. Civil contempt pro- 
ceedings are a traditional method used by the courts to secure obedi- 
ence with their judgments, where no punishment or damages are 
sought. 

Beyond proceedings already filed, we are investigating other situa- 
tions in which there are possible judgment violations. Among these 
are possible false reports to the Attorney General; payment by de- 
fendant carriers to shipper-owners of principal and interest on both 
prejudgment and postjudgment loans withotu appropriate changes 
in valuation basis; failure to place excess sums in restricted surplus 
accounts; misuse of sums placed in such surplus accounts; failure 
to retain in surplus accounts interest earned on investment of funds 
in such account; failure by certain carriers to file reports, although 
coming within the definition of defendant carriers under the judg- 
ment. 

Within the near future I shall be prepared to report on the fruits 
of our studies in these areas. 

The Cuatrman. May I ask, at that point, about page 40? These in- 
vestigations referred to in the last paragraph were, I presume, con- 
ducted by predecessors of yours ? 

Mr. Hansen. They were well underway; yes, sir. 

The CuarrMan. So it might be reasonable to assume that there was 
some indication of violations during those years. There is reason to 
assume there were violations over these years. 

Mr. Hansen. I think that is a fair statement: yes, sir. I think 
there have been violations prior to the last 3 or 4 years, no question 
about it. 

In sum, I would make but one point. Our hope is that these en- 
forcement efforts are more than a mere exercise in judgment policing. 
The underlying goal of the judgment, and less directly of the Elkins 
Act itself, is to eliminate undue competitive advantage to shippers 
stemming from special connections with carriers, by way of ownership 
or otherwise. This judgment represents one approach to the problem. 

There is : alternative or, if you will, conjunctive—approach, 





which this Division has also been pursuing most actively; that is, an 
approach under the antitrust laws themselves to the problem of the 
competitive effects of major oil company ownership of pipelines on 
which, not only the majors, but also their independent competitors, 
depend for access to markets. 
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Throughout the entire history of oil and antitrust, the pipeline 
problem has run a continuous thread. In Standard Oil, 1911, it was 
that combine’s control over and misuse of transportation facilities 
which effectuated its monopolization. Indeed, the Bureau of Corpo- 
rations’ report on the Standard ¢ Oil Trust that prefaced this litigation 
led to the Hepburn Act amendment of the Interstate Commerce Act 
to include pipelines as common carriers. But with the dissolution of 
the Standard Oil Trust the pipeline question did not subside. In the 
Pipeline cases, Mr. Justice Holmes could remark in 1914 concerning 
the conduct of the Standard Oil Co., owners of the pipeline network: 

Availing itself of its monopoly of the means of transportation, the Standard 
Oil Co. refused through its subordinates to carry any oil unless the same was 
sold to it or to them and through them to it on terms more or less dictated by 
itself. In this way it made itself master of the fields without the necessity of 
owning them and carried across half the continent a great subject of interna- 
tional commerce coming from many owners, but, by the duress of which the 
Standard Oil Co. was master, carrying it all as its own. 

Access to a pipeline is a vital necessity for oil-purchasing operations. 
As the well continuously produces, so its production must be continu- 
ously marketed. Storage fac ilities are expensive and for the small 
operator almost prohibitive. Ownership of pipeline outlets, as re- 
cently expressed by the staff of one major company, is second only to 
ownership of the total production of the oilfield in providing access 
to the oil produced. 

That function of a pipeline was the sated of the pipeline 
charges in the so called Mother Hubbard case, United States v. Amer- 
ican Petroleum Institute, et al., filed in 1940 in the United States Dis- 
trict Court for the District of Columbia. This civil action charged 

367 defendants, including 22 major and 344 secondary oil companies 
‘na the associ: tion. Ww ith: violations of sections 1, 2, and 3 of the Sher- 
man Act and sections 2 and 3 of the Clayton Act by means of an over- 
all conspiracy to monopolize and ¢ ontrol the entire petroleum industry 
from the production and sale of crude oil to the retail sale of refined 
products. 

There the major oil companies were charged with illegal use of 
the control inherent in their joint and individual ownership of pipe- 
lines. Under attack were practices of the majors, such as compelling 
independent producers without means of transportation to sell their 
crude at the wells rather than permitting use of pipeline transporta- 
tion facilities, requiring “minimum tenders” of such large quantities 
of crude for pipeline shipment that independents could not qualify, 
refusal to operate pipelines as common carriers, charging excessive 
rates on any crude transported for independents, influencing high 

railroad shipping 1 rates on oil, and controlling through ownership 
or lease other means of transportation, such as : tankers, barges, and 
tank cars. Because of the extremely comprehensive all at 
charges in that case and the vast number of defendants involved, 
became apparent that the case was too unwieldy to handle at a 
single trial, and a decision was made to file s segment cases involving 
distinet phases of the petroleum industry. 

Accordingly, on June 6, 1951, on motion of the Government, this 
case was dismissed. A number of the cases which were subsequently 
filed are segment cases from this old Mother Hubbard case. Of these, 
the so called West Coast Oil case directly involves, among other 
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things, the pipeline operations of the defendants in the Pacific-coast 
area. There the major oil company defendants are charged with 
illegal use of their control of over 97 percent of the crude trunklines 
and 77 percent of all gathering lines in the west-coast area. This case 
is in the final stages of trial preparation. 

Pipeline abuses in the West Coast Oil case follow the pattern of 
aged: in the Mother Hubbard case. 

The Cuamman, Judge, I want to ask you this question. I don’t 
like to interrupt you, but, at this point, you have not filed any pro- 
ceedings against the pipeline industry, have you? As a result of 
what you indicate ? 

Mr. Hansen. No. We got these cases pending involving this. 
They are pending cases. 

The Cuarrman. None specifically against the pipeline industry, or 
are you touching that later ? 

Mr. Hansen. The west-coast case involves that issue. 

The CHarrman. But, as far as I know, there is no mention made 
of any case filed against the pipeline industry. 

Mr. Hansen. That is correct. 

The CHarrmMan. Thank you. 

Mr. Hansen. I mentioned earlier that we have very extensive in- 
vestigations on it. 

For example, in the West Coast Oil case, the major oil-company 
defendants are charged with refusing independent crude producers 
the use of their pipeline transportation facilities, thereby requiring 
them to sell their crude at prices and terms dictated by the majors or 
to pay much higher transportation costs than the majors. At the 
same time, the majors refuse independents in the west-coast area use 
of other means of transportation, such as tankers and barges, which 
are 90 to 100 percent controlled by the majors. These practices would 
not be possible if the independents had other available means of trans- 
portation for crude oil. 

In the prayer for relief in that case it is specifically asked that 
crude-oil pipelines in the west-coast area be made available to inde- 
pendents on equal and nondiscriminatory terms and conditions. Sim- 
ilarly, we asked that tankers, barges, and storage facilities be made 
available to independents on an equal basis with the majors. Because 
the west coast traditionally has been a self-contained produci ing and 
marketing area, a successful conclusion of this case will only provide 
a solution to the unique pipeline problems in that ares 

None of these pipeline problems is merely a matter of hist ory. They 
are current matters of concern to the industry, the public, and the 
Department. The Department is conducting a continuing inquiry 
into pipeline ownership and operation as a part of its study of prob- 
lems relating to oil production and marketing. Special concern has 
focused on the part played by pipelines both in the marketing and 
transportation of crude oil. 

Included in our study are the competitive effects of a number of 
practices and industry trends, including pipeline prorationing or pur- 
chase prorationing. That is the refusal by purchasers, usually the 
majors, to buy all the oil its supplier produces. Independent oil pro- 
ducers suffer most when proration is resorted to. 
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Another problem concerns unconnected wells, which appear to be 
on the increase. The domestic industry has been plagued with an 
increasing problem of obtaining pipeline connections for new wells. 

Tanktrucking of crude has substantially increased in recent years, 
This costly transpor tation puts the independent aennnneen at a serious 
competitive disadvantage. In fact, control over transportation, some 
have complained, has ‘put independent producers of crude in the 
United States completely at the mercy of the major oil companies. 

Particularly in connection with the preparation of the Attorney 
General’s Second Oil Compact Report, considerable preliminary study 
of pipeline ownership and operation has been undertaken. In addi- 
tion to file studies and background research of published materials, 
this work has included field investigations in oil-producing States, 
correspondence with various officials, and interviews with a number 
of informants. 

Field trips have been undertaken to the States of Texas, Oklahoma, 
and Louisiana to discuss with officials of the respective State regu- 
latory agencies the pipeline problems in their States. 

Prelimin: ary studies of the voluminous files of the Oklahoma and 
Louisiana agencies on this subject have been made; but, up to the pres- 
ent, limitations of time, expense, and manpower have permitted a 
more extended study only at the Texas Railroad Commission. There, 
a staff spent 2 weeks abstracting data from the extensive and detailed 
public records of the commission on this and other matters connected 
with the crude-oil-production industry. 

Information as to pipeline operations has been obtained from inter- 
views with individual crude-oil producers. Also, over a considerable 
period of months, pertinent data have been compiled in Washington 
from the files ‘of the Interstate Commerce Commission and the De- 
partment of Interior’s Office of Oil and Gas. 

The principal effort has been to survey the sources of needed data 
and to compile some of the necessary information. Analysis and cor- 
relation of all these materials have not been completed. Work is 
progressing on this as rapidly as possible. 

Finally, just a word about recent action taken by the Department 
regarding antitrust enforcement involving the entire pipeline in- 
dustry. 

We have launched a full-scale FBI investigation of all crude and 
products pipelines jointly owned by the major oil companies to detect 
any anticompetitive aspects of the joint ownership. This is one of 
the most comprehensive investigations undertaken by the Depart- 
ment in recent years, and I can assure you that it will go forward 
as rapidly as possible. This investigation will cover pipeline opera- 
tions throughout the United States except the area included in the 
west-coast case. 

In sum, from all the foregoing, my hope is that the Department’s 
antitrust and judgment enforcement program will ultimately help 
eliminate whatever pipeline abuses do exist and thus restore competi- 
tion in this phase of the petroleum industry. 

The Cuamman. Thank you. That is a very comprehensive state- 
ment, Judge, and I want to compliment you on it. It will be very 
helpful to the committee. 

Mr. Hansen. Thank you. 


98505—57—pt. 1, vol. 1———4 








36 CONSENT DECREE PROGRAM—DEPARTMENT OF JUSTICE 


The CuarrmMan. Do you want to take a little respite now, or would 
you want to be 

Mr. Hansen. I would very much appreciate it if we might have an 
adjournment. The State Department has asked me to sit in with a 
foreign representative. 

Mr. Krartine. Could I ask one basic question? It is just for infor- 
mation. Do most of these pipelines carry oil for a number of com- 
panies. 

Mr. Hansen. I would say yes. 

Mr. Keattne. But do some of them carry for just one company ? 

Mr. Hansen. I don’t know of any exclusive pipeline. 

The CHarrMan. A pipeline is a common carrier; is it not ? 

Mr. Hansen. Yes, sir. Interstate. There might be an intrastate 
one that is not a common carrier. 

The CHatrman. May I ask this question, Judge: These consent 
judgments are based upon the theory that under the Elkins Act, divi- 
dends can be paid to the oil companies that use the pipelines. 

Now, is it the contention of the Department of Justice that is or is 
not a violation of the Elkins Act, which is very sweeping in its provi- 
sions ? 

Mr. Hansen. I don’t know that I quite got your question, sir. 

The CHatrman. Do dividend payments, per se, constitute a viola- 
tion of the Elkins Act? 

Mr. Hansen. Not if they are not in excess of 7 percent, based on 
proper valuation. 

The Cuarrman. That is only the consent decree. The Department 
of Justice brought its action originally on the score, as I understand it, 
that the payment of dividends, per se, was a violation of the Elkins 
Act. 

Mr. Hansen. Constituted a rebate when paid to the owner. I think 
that is true. 

The CuarrmMan. Everything has been built on the theory of the con- 
sent decree, which apparently sanctions the payment of dividends, and 
that those payments are not a violation of the Elkins Act. 

Mr. Hansen. We didn’t draft that decree. There is much about it 
that I don’t like personally, and that—no question, this is the theory 
of the decree. It seems to follow, if you permit the payment of it, at 
least the court then has sanctioned the payment of dividends up to the 
extent of the 7 percent. 

The Cuarrman. The reason I asked is that perhaps the Elkins Act 
ought to be changed. Maybe the Elkins Act should be altered in some 
way. 

Mr. Hansen. I don’t disagree with that. 

The CHarrman. I dont’ know. Iam just speculating. 

Mr. Hansen. It is a legislative problem. I frankly have not made 
an extensive study of it. 

Mr. Kratine. Conversely, maybe it should be altered to give some 
effect to what the Department of Justice did some years ago, in saying 
that we will permit a violation of the Elkins Act if it is just a little 
one. That is, in effect, what happened. 

When they wrote the decree back there, they said, well, if you only 
violate it to the extent of 7 percent, we are not going to call it a viola- 
tion. 
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Mr. Hansen. That is true. 

Mr. Kearine. I don’t mean to be critical of the result, except as 
being a rather unusual way of administering the law, I think. And 
perhaps Congress should give some attention to, say, . return of 
dividends up to a certain percentage, or within some limits is not a 
rebate, but if you go 300 or 400 percent, it is. That is, again, just 
thinking out loud. 

Mr. Hansen. It may well be. Of course, as I stated, I feel I am 
obligated to enforce the judgment as it now stands. 

Mr. Keatine. Certainly. 

Mr. Hansen. We had no part in the preparing of it, or making it. 

The CuHatrman. The mere fact that that consent decree has stood all 
these years probably prompts one to say that maybe 7 percent is the 
right amount. I don’t know. But there has been no action taken with 
reference to that 7 percent since 1941. Is that correct? 

Mr. Hansen. That is correct. 

The CHarrmMan. 1941. 

Mr. Hansen. Until we took the action now. 

The CHarrmman. Well, we will now adjourn until 2 o’clock. 

Mr. Hansen. Thank you. 

(The subcommittee recessed at 12:20 p. m., to reconvene at 2 
p. m., of the same day.) 

AFTERNOON SESSION 


The CuatrmMan. The committee will come to order. 
Counsel wishes to propound some questions, Judge, and Mr. Bicks. 


TESTIMONY OF HON. VICTOR R. HANSEN—Resumed 


Mr. Harkins. Judge Hansen, on page 4 of your statement you 
compared the period "1953 to 1957 with the period 1940 to 1943, to 
show that during the last 5 years the percentage of consent decrees 
was 13 percent lower than in the period 1940 to 194: 3; is that not so? 

Mr. Hansen. Yes. 

Mr. Harkins. In this instance, are you not comparing an all-out war 
period with a peacetime period ? 

Mr. Hansen. I think that is—someone has taken my charts and I 
would like to have them. 

We did not go to war until December 7 of 1941, but I selected this 
period 1940- * as being a comparable enforcement period to the—— 

Mr. Harkins. You mean in period of years? 

Mr. Faves: Both in terms of years and in terms of cases. 

Mr. Harxrys. Was the economic condition of the country compar- 
able in those two periods ? 

Mr. Hansen. I am not an economist. I would say obviously with 
the rapid growth, techhnological development, our economic growth 
in the last “few years, I suppose, is far greater than any other “period 
in the history of the country, so I would not say that they are 
comparable. 

Mr. Harkins. For purposes of comparison, would it not be more 
representative to compare 4 years preceding 1953 to the 4 years after 
1953 % 

Mr. Hansen. I think not, because your real vigorous enforcement 
period was about in the 1940, 1941, and 1942 period. 
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Mr. Harkins. But during 1942 and 1943 the country was at war 
and there was a temporary cessation of antitrust litigation, was there 
not ¢ 

Mr. Hansen. That is correct. 

You will notice there in 1940 before we were in war, it was 91.3, 
and when we were in war it dropped down to 80. 

Mr. Harkins. Is it not correct that for the 1949 to 1952 period, 
inclusive, there were 92 civil antitrust cases terminated, and 48 were 
terminated by consent decree ? 

Mr. Hansen. I cannot give that from memory, the exact number. 

Mr. Harxrns. I see. 

We have this chart that was prepared pursuant to the chairman’s 
request by your office. 

Mr. Hansen. If you have, that is it. 

Mr. Harkins. I believe that indicates the figures that I have just 
mentioned. And in this period from 1949 to 1952, the percentage of 
consent decrees to the civil cases that were terminated amounted to 52 
percent ; is that not so? 

Mr. Hansen. That is right. 

Mr. Harkins. And in the period 1953 through 1956, there were 
140 cases terminated, of which 97 were terminated by consent decrees ; 
is that not so? 

Mr. Hansen. I have not added it, but I assume you have taken 
those figures—— 

Mr. Harxtns. I believe those figures are correct. 

Mr. Hansen. I am certainly willing to take your statement. 

Mr. Harxrns. This would amount to 69 percent of the civil cases 
terminated from 1953 to 1956 were in fact settled by consent decrees? 

Mr. Hansen. That is right. I show 69.6 in 1953. 

Mr. Harkins. And so, does this not mean that in the period from 
1953 to 1956, the percentage of cases terminated by consent decrees 
was 17 percent higher than in the preceding period, the 4-year period 
preceding 1953? 

Mr, Hansen. No, that is not true. 

Oh, immediately preceding 1953? 

Mr. Harxrns, That is right. 

Mr. Hansen. I do not have that on my chart. I think that is 
correct. 

Mr. Harxrns. I think that is right. 

Now 

Mr. Bricks. Mr. Harkins, before you leave that point, I think if 
your point is that there are great difficulties in comparing any 4-year 
periods, you are absolutely right. The reason the 4-year period that 
is reflected on that chart was taken is that it compared with the pre- 
ceding period 1953-57 in terms of number of cases filed. This is 
one index of antitrust activity. 

The 4-year period you have selected, I am not prepared to say is 
any more or less invalid as a basis for comparison, but I am telling 
you why that period was taken. 

Mr. Harkins. Thank you, Mr. Bicks. 
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(The table referred to is as follows :) 





Cases terminated ! Cases instituted 


Year ending June 30— 
Civi Criminal} Total | Consent} Civil | Criminal} Total 
judgment 





1 Includes criminal and civil cases tried and won or lost; civil cases ended by consent judgment or dis- 
missed, and criminal cases nolle prossed or by entry of pleas, guilty or nolo contendere. 


a7) Harkins. Now, how many civil cases were terminated in fiscal 
1957 

Mr. Hansen. Twenty-seven. 

Mr. Harkins. And how many of these cases were terminated by 
consent decrees / i 

Mr. Hansen. Twenty-two. 

Mr. Harkins. What was the percentage of 

Mr. Hansen, 81.4. 

Mr. Harxins. 81.4. At what point, percentagewise, would the De- 
partment of Justice be entering the area of diminishing returns, when 
you compare consent decrees to litigated agreements ¢ 

Mr. Hansen. Arriving at diminishing returns? 

Mr. Harkins. Yes. 

Mr. Hansen. Of course, one of the most important factors would be 
how many cases were filed during the period. You would have to 
have that also to really arrive at any conclusion, and even then I 
am not sure you would arrive at a conclusion. 

There has been no concerted effort here either to reduce or to in- 
crease consent decrees. 

Mr. Harkins. In fact, I believe your statement is to the effect: that 
percentagewise the consent decrees compare generally with the history 
of the antitrust laws. 

Mr. Hansen. I think that is true, and I think to be eminently fair, 
I would say that probably the more cases that we file on a marginal 
area looking for an interpretation of law, the less consent decrees we 
will get, so all of those matters—figures do not mean anything par- 
ticularly here other than the fact that I thought you might be inter- 
ested in seeing what the percentage is, and I suppose an overall aver- 
age of the whole history probably would show it occasionally up and 
occasionally down, but there are so many factors. 

Mr. Harkins. But in the long run, it amounted to about 75 percent? 

Mr. Hansen. I would say that is a fair, general estimate. We are 
not filing cases simply to get consent decrees. 

Mr. Manan, From your statement, I believe it is clear the consent 
decree represents a judicial determination as to the future rights and 
obligations of the defendants involved ? 

Mr. Hansen. It has the same effect as any judgment whether by 
litigation or by consent decree. 
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Mr. Harxrns. So it is not a contract between the parties? 

Mr. Hansen. Very definitely not, and has been so held by the courts 
not to be. 

Mr. Harkins. If it is not a contract, when you some to questions of 
interpretation, do the rules of construction of contracts apply ¢ 

Mr. Hansen. I think not. I have taken this position. I recently 
took it in the A. T. & T. case. I feel that once the judgment has been 
entered, it is the judgment of the court, and any interpretations would 
be an interpretation of what the court meant when he signed the judg- 
ment. [read the judgment as it is. 

The Cuatrman. To what extent would you say that consent decrees 
aid the bar in the interpretation of the antitrust laws? 

Mr. Hansen. Certainly not as much as a litigated case, because there 
are no findings of fact and there is no basis 

The Cuatrman. There is no opinion either. 

Mr. Hansen. No; and they do not go up on appeal and they are not 
an authority as such. Certainly they are not as much of an aid to 
a practitioner as a litigated case would be. 

Mr. Keatine. Sometimes that is not. 

Mr. Hansen. I grant that, even tothe Department. 

Mr. Harxrns. Is it not a fact, Mr. Hansen, that often a consent 
decree has the effect of affecting competitive conditions for an entire 
industry ? 

Mr. Hansen. I do not think there is any question about that. 

Mr. Harkins. And is it not true that frequently a consent decree 
operates as a code of competitive conduct for an industry ? 

Mr. Hansen. Asa what? 

Mr. Harkins. Code of competitive conduct. 

Mr. Hansen. I cannot answer that. I do not know whether they 
pay that much attention to the consent decrees as distinguished from 
litigated decrees, or whether they feel that the facts there were such 
that they would be applicable to them or not. 

I think each individual case has to stand on its own. 

Mr. Harxrns. In a case where you do take a consent decree, if the 
industry would use the terms of that consent decree as a norm, and 
follow it, would it not amount to a code of competitive conduct for the 
industry ? 

Mr. Hansen. Certainly it isa guide. 

Mr. Harkins. And is it not a fact that many consent decrees affect 
to a very material degree competitive relationships of companies 
which are not parties to the decree itself ? 

Mr. Hansen. I think that is true and that is one reason why we are 
very interested in every consent decree, that we know what the indus- 
try generally thinks, and so that we find out what the facts are in 
addition to those that are presented to us by the defendants. I just 
the other day had a hearing on this Paramount case, all the industry 
coming in to see what their reaction was to a possible change. 

The Cuatrman. Judge, these questions are not asked to build up 
a thesis in opposition to consent decrees. I want you to know that. 

Mr. Hansen. I didn’t assume they were, Mr. Chairman. 

The Cuarman. As chairman here, and I am quite sure my col- 
league, Mr. Keating, feels consent decrees play a very important and 
practical part in the enforcement of the antitrust laws. It is a ques- 
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tion of their effect, and to what degree they help or hurt in the 
enforcement. 

Mr. Keatine. May I ask a question right on that very point? In 
this statement of Professor Hamilton’s on page 15 there is this sen- 
tence: 

It— 
meaning the consent decree— 
can reach beyond the persons in legal combat to comprehend all the parties to the 
industry. 

That isn’t true as a legal matter, is it, other than that it may have 
certain moral suasion on the rest of the industry. 

Mr. Hansen. Certainly a person not a party to the action could not 
be bound legally by it. 

Mr. Keatine. Could not be bound legally by it. 

Mr. Harkins. Judge Hansen 

Mr. Keatine. Just on that point, I wonder why the professor said 
that. I don’t see where a consent decree binds others in the industry 
any more than a litigated decree would, and perhaps not as much. 

Mr. Hansen. I concur with that. 

Mr. Keartrnea. I don’t know just what he is getting at. 

Mr. Hansen. I assume it does have a psychological effect, how- 
ever. 

Mr. Keatine. It would have certainly a psychological effect, per- 
haps to a greater extent than a litigated decree, I would think. 

Mr. Hansen. I would think so. Certainly it is an admission of 
part of the industry that what they have done is wrong. 

Mr. Kerartina. I see. In other words, in a litigated matter, they 
might still think they were right. Maybe that is what he is getting 
at. 

The Cuarrman. Would it follow, just because you consent, that 
you feel you are wrong? 

Mr. Keatine. No. I know there are lots of consent decrees, but 
practically it is an admission that you have been doing something 
you shouldn’t do. Not in legal effect, but that is the way it would 
be generally interpreted, that you are changing your method of 
operation because of some inherent illegality or claim thereof at 
least. 

Mr. Harkins. Judge Hansen, is it not true that companies that 
are not parties to the decree often are very directly affected by the 
terms of the decree? 

Mr. Hansen. No question about it. 

Mr. Harkins. And you would agree I assume that a consent decree 
is heavily affected with the public interest ? 

Mr. Hansen. And I have stated that many times. 

Mr. Harxins. Under the procedure presently followed in the con- 
sent decree program, is the decree negotiated in secrecy by the Depart- 
ment of Justice and the defendants? 

Mr. Hansen. I don’t consider anything is done in secrecy. I don’t 
know how you can carry on a conference without having an office, 
and certainly if we were to send an invitation for the public generally 
to attend each and every negotiation we might have on any one of 
the 107 cases we have got pending i in the antitrust field, we’d need 
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quarters about 10 times the size we have and a staff maybe 50 times 
what we now have. 

Mr. Keatine. Any two litigants never conduct their negotiations in 
a goldfish bowl. 

Mr. Hansen. I have never heard of them, and I think our consent 
decrees would drop to nothing if we announced a public hearing every 
time we started a negotiation on a consent decree. 

The Cuarrman. That is the answer. In other words, the negotia- 
tions are not public negotiations like a trial in court. 

Mr. Hansen. That’s correct. 

Mr. Harkins. Mr. Hansen, isn’t it a fact that once agreement is 
reached by the parties, it, the consent decree, is next presented to 
the court for approval ? 

Mr. Hansen. That’s correct. 

Mr. Harkins. And is it not correct that under the proceedings pres- 
ently being followed no notice is afforded to nondefendants affected 
by the proposed decree so as to enable them to present their views to 
the court ? 

Mr. Hansen. It depends upon the facts. As [ indicated in one 
case here we invited them and there was opposition that appeared. I 
would hate to set a number of them, but certainly interested par- 
ties—— 

The CHarrMAN, Are they invited to present their views to the 
court ? 

Mr, Hansen. They are first invited to present their views to the 
Department. 

The Cuatrman. Do they at your invitation appear also in court to 


argue for or against a decree? 

Mr. Hansen. During my term I know of no instance where we have 
invited anyone to appear in court. 

Mr. Kearttne. They wouldn’t be invited to appear in court in a liti- 
gated matter. 

Mr. Hansen. Certainly not. 

The CHairMAN, You might appear as amicus curiae. 

Mr. Hansen. They do that certainly in antitrust cases. 

The Cuatrman. Do they do that now on consent decrees ? 

Mr. Hansen. In consent decrees? 

The CHarrMan. Yes. 

Mr. Brcxs. In both consent and litigated decrees, the issue of 
whether a complaining witness or somebody in the industry affected 
can be heard before the court enters the judgment in a matter for the 
court and not for us. 

In the several instances in both consented and litigated judgments 
where the issue has been raised, we have uniformly taken the position 
of asking the court and it is up to the court as to whether or not he 
wants to hear your views. 

The Cuarrman. Do you know of any cases? 

Mr. Bicxs. Yes; I do, the Movie decrees are the best. 

The CHarrman. When was that? 

Mr. Hansen. Last month or the month before. 

Mr. Brcxs. No; the Movie decrees in court ? 

Mr. Ktrcore. They started in about 1950, sir. 

Mr. Bricks. Late 1950? 
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Mr. Hansen. Maybe I misunderstood your question. I thought 
you asked when was the most recent times that interested parties 
appeared before the court when there was an action pending. That 
was about 2 months ago in New York on the Movie case an ‘at that 
time the court denied the application for the modification. 

Mr. Krarinea. In a litigated matter, what is the attitude of the 
courts toward permitting another company perhaps similarly situated 
to come in as amicus curiae? 

Mr. Hansen. I couldn’t say what the general attitude is because 
they are individual judges and some of them have entirely different 
ideas than others. 

Mr. Keating. They are pretty generally opposed to permitting 
them to intervene under rule 24, aren’t they # 

Mr. Hansen. Unless there is a good showing for it. 

Mr. Kerartitne. As a party, but the courts differ in allowing them 
to come in as amicus. 

Mr. Hansen. That is correct. 

Mr. Krarine. That is a matter discretionary with the court. If the 
court turns it down, there is no appeal from that; is there ? 

Mr. Hansen. That’s correct. 

The Carman. Let me ask you this, Judge. Suppose you have a 


set of circumstances which developed into a consent decree and the 
consent decree affects a great many business entities that they are not 


parties to the litigation. 

Do you think they should be notified, since their interests are in- 
volved, that there will be a consent decree entered into and that they 
should have an opportunity to be heard somewhere along the line? 

Tam just asking for information, without expressing any opinion 
one way or another on it. eal anal 

Mr. Hansen. Asa rule 1 would say no, but in individual cases I can 
certainly see where it would be helpful. As I stated a minute ago, on 
a matter of a possible modification on the Movie consent decrees, we 
invited the entire industry that had any interest in the decree at all 
or that might be affected even remotely to come in. 


The Cruatrman. That is on the question of the modification. That 
is the Paramount case ? 

Mr. Hansen. Yes, sir. 

The CuatrMan. That is going on now, isn’t it ? 

Mr. Hansen. That is correct, and we had in attendance I would 
say about 70 or 80 representatives of the motion-picture industry, went 
clear through across the board, came in, evidenced an interest in it. 

Mr. Harxtns. Judge Hansen, since you have been in office have you 
ever given general notice to the industry, any industry, that a con- 
sent decree was about to be submitted to the court ? 

Mr. Hansen. Not to my knowledge; I would like to check that. 

Mr. Harxrns. So in the normal course of events, there is no notice 
given to the industry that a consent decree is about to be submitted 
to court for its approval ? 

Mr. Hansen. Not as such. 

Mr. Kratrne. Has there been any change in that respect over the 
years in the administration of the Antitrust Division ? 

Mr. Hansen. Not to my knowledge, there isn’t. Occasionally they 
are - listed as to their opinion, certainly not notice as to what might 
result 
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Mr. Bicxs. The fact that no notice is given does not mean that inter- 
ested parties are not consulted with. I assume by “notice” you mean 
some publication in a journal of widespread use. That I am sure 
you understand would be impossible, because the timing of when a 
consent decree is to be entered is of tremendous practical significance 
to the companies involved. 

It may have very drastic market effects, for example. We can’t 
take it upon ourselves or ask the company to take it upon itself to 
notify wide areas of the public as to the status of its negotiations with 
us. Where the Department feels the views of interested parties will 
be helpful in formulating the decree, we take it upon ourselves to 
contact them. 

This does not mean we tell them the date the decree will be 
entered. This does not mean we tell them the precise status of our 
negotiations, nor do we tell them the details upon which we have 
agreed. 

We talk over with interested parties areas of relief and try to discern 
from them what areas of relief are most useful to them. We do not 
give formal notice in the sense that you have asked, but we do, where 
we think the interests of enforcement are best served contact those 
parties who have been our complaining witnesses, contact those parties 
that have indicated some interest in the proceeding, and get their 
general view on problems of relief. 

Mr. Harkins. However, there is no way, is there, for a person who 
has not had some prior indications from the Department of Justice 
that a consent decree is being negotiated, there is no way for a party 
who may be affected by this very decree to come and present their 
views ? 

Mr. Bricks. There have been cases where we have contacted parties 
who have not previously contacted us. 

The CuatrMan. But they haven’t got that as a matter of right. 

Mr. Brcxs. Absolutely. 

The Cuarrman. That isa matter of grace. 

Mr. Bricks. Absolutely, no question of it. 

Mr. Harkrns. As a matter of fact when being asked to sign a con- 
sent decree, the court is not provided with a detailed exposition of 
the background of the case, the reasons why entry of a decree is 
believed to be in the public interest, or a detailed explanation of what 
the significant provisions in the decree mean. 

Mr. Hansen. I wouldn’t accept that as a statement. There are 
instances where the courts have not shown the interest, but we cer- 
tainly try to paint the picture as it is to the court, and it is an unusual 
situation that. the court does not inquire concerning the relief. 

Mr. Keratine. You answer any questions that the court may have 
before the court signs the decree ? 

Mr. Hansen. We certainly do, and in some instances there might be 
several hearings before the decree is signed. 

Mr. Keattne. The mere fact that the parties have consented doesn’t 
assure that the court is going to sign the decree ? 

Mr. Hansen. No, sir; it doesn’t. It is the court’s decree. 

Mr. Harkins. Mr. Hansen, in what instances have you given a 
detailed exposition of the background of a case to the court when 
a consent decree is submitted ? 








CONSENT DECREE PROGRAM—-DEPARTMENT OF JUSTICE 45 


Mr. Hansen. To begin with, the complaint itself gives the back- 
ground, gives the allegations of fact that are there. 

Mr. Bicxs. The most. recent example—if what you mean by a 
detailed explanation, I would include within that an hour in lame: 
bers with both counsel answering the judge’s questions. I can recall 
last week in the entry of the American Lead judgment, a man came 
up from Washington from the Division, met. with defendant’s coun- 
sel, with the judge, answered the judge’s questions. This is much 
more the rule than the exception. You may not deem that a detailed 
explanation; I don’t know. 

Mr. Harkins. Wasa record made of those proceedings ? 

Mr. Bricks. I do not believe so. 

The CuarrmMan. There is no stenographic report ? 

Mr. Bicxs. No. That is a matter completely up to the judge. 

The CuarMan. It is just an informal hearing you have before 
the court, usually FeV es oaing 

Mr. Bicxs. Right. 

Mr. Keating. But it is not as automatic as appointing a referee 
in a foreclosure or something like that ? 

Mr. Bricks. No. 

Mr. Kixtcore. Very often the courts will require the Government 
to make a statement in open court with regard to the nature of the 
allegations of the complaint plus the terms “of relief in the proposed 
judgment. That is not unusual at all. Sometimes they like to have 
it in chambers without a reporter being present. 

The CHatrman. I take it, also, sometimes the judge will make 
suggestions as to changes in the nature of the decree, will not accept 
the agreement in its entirety. I suppose it is sort of give-and-take 
even before the judge; isn’t that correct 

Mr. Kincorr. We had the situation before one court. He declined 
to accept the proposed judgment until such time as the Government 
either called our complaining witnesses to the stand and had them 
testify with regard to the adequacy of the relief, or we otherwise 
made known to the court their reaction to the judgment. The court 
kept the judgment and did not sign and enter the judgment until 
the Government had fulfilled his request, answered his request. 

The CuatrmMan. Then what is filed; the agreement, the consent 
signed by the Government, by yourself, and then the litigants with 
an order signed by the court ace ompanying it? 

Mr. Kirgorr. No, sir. 

The Cuatrrman. What is the procedure ? 

Mr. Kitcorr. The proposed judgment is submitted to the court as 
the document. It is recommended to him by the Government as being 
in the public interest. It is explained to him in such detail as he 
wants; and if he approves, he will sign and forthwith enter it. 

The CHarrman. I can envisage the situation up in the southern dis- 
trict of New York, where the judges are overloaded with work of all 
sorts. I can’t conceive how a judge would minutely go into the details 
of a decree and ask for an explanation of every par ragraph. He prob- 
ably, under the circumstances, has to take the word of the representa- 
tives of the Department of Justice primarily, take your word, which, 
I gee is the proper thing to do, and he signs the order for the decree. 

I don’t know what more he could do, unless it is a matter of great, 
great moment, and then he might go into the very bowels of the ques- 
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tion, as it were, instead of just touching the periphery of it; but I think 
those cases are, in all likelihood, very rare. 

Mr. Kiregore. Mr. Chairman, I do not know of 

The Cuarrman. I am speaking of at least my own experience with 
consent decrees. 

Mr. Krrcorr. We do know that in the southern district there are 
some of the judges who will take the Government’s proffered judg- 
ment, and he will announce to us that he will study the matter and he 
will advise us as to when he is approving it, if he is, and either later 
that day or the next day—lI don’t know what the court has done with 
the judgment by way of study, but we aren’t advised until the next 
day. 

The Cuatrman. He might let his secretary go over that, probably. 
What else can the judges do? I mean, under the circumstances, let’s 
be honest and frank about it, unless, as I say, it is a matter of tre- 
mendous moment, like the Aluminum case which Judge Knox had 
and pondered over it for months and months and then refused to 
accept the decree that was submitted to him and made numbers of 
changes in it, as you know. It may have been, also, before your 
time. 

Mr. Krreore. That is before my time. 

The CuatrmMan. Go ahead. 

Mr. Harkins. Mr. Hansen, is it not a fact that, under the procedure 
presently followed by the Antitrust Division with respect to court 
entry of consent decrees, the decree itself does not represent an 
independent court determination ? 

Mr. Hansen. I think that is true. 

Mr. Harxrns. And isn’t it correct that Judge Barnes 

Mr. Hansen. Let me modify that. As I say, once the court signs 
it, it becomes his decree, 

Mr. Harkins. He is responsible for it ? 

Mr. Hansen. I am thinking of arriving at it and patterning it and 
tailoring it; it certainly is not the court’s. 

Mr. Harkins. Judge Barnes stated, and I quote: 


The consent procedures permit no conclusion of independent court determination. 








Would you agree with that statement ? 

Mr. Hansen. No; I would not say it does not permit it? It cer- 
tainly does permit it. If the court desires to go into that, he does so, 
but if the court simply takes it and signs the decree without asking 
any questions, well, then, as a matter of fact, it doesn’t, but I wouldn’t 
agree that it doesn’t permit him to. 

Mr. Harkins. Perhaps I should read Judge Barnes’ statement. 
This was delivered on April 2, 1954, to the section of antitrust law, 
American Bar Association, on the subject Settlement by Consent 
Judgment. On page 2, he states: 

Though consent judgments bind both parties and estop future de novo pro- 
ceedings involving matters covered, their provisions ofttimes receive only 
cursory judicial scrutiny. In the 10-year period from 1935 to 1945, approximately 
106 antitrust actions ended in consent decrees. Of these, 80 were entered within 
3 days after the complaint was filed. Indeed, in many proceedings, decrees 
were entered at the same time complaints were filed. True, one judge held 
automobile-finance decrees under advisement for some 6 days, but even their 
judgments were eventually entered unchanged. ‘These facts, it seems clear, 
Support one commentator’s conclusion that consent procedure permits no con- 
clusion of independent court determination. 
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Would you agree with that statement ? 

Mr. Hansen. Would you read that last line again ? 

Mr. Harkins. I quote: 

These facts, it seems clear, support one commentator’s conclusion that con- 
sent procedure permits no conclusion of independent court determination. 

Mr. Hansen. I’d modify it, as I have done. 

Mr. Harxrns. You would agree that a typical case is presented to 
the court and signed by the court as soon as that presentation is made. 

The Cuarrman. I think we have had the answer from Mr. Kilgore 
on that. Go ahead with the next one. 

Mr. Harxrns. It is also true that the complaint and decree are 
filed together on the same day. 

Mr. Hansen. In many instances that is true. 

Mr. Harkins. And is it not also true that in other instances, while 
submission of the proposed consent decree follows filing of the com- 
plaint, usually there is no opportunity for interested parties to present 
their views to the court. 

Mr. Hansen. I think we have answered that. 

Mr. Harkins. Then you would agree with that statement ? 

Mr. Hansen. No; I think there is an opportunity. 

The Cuarrman. I think that has been answered. It all depends 
upon the nature of the case. 

Mr. Hansen. The circumstances. 

The Cuatrman. There have been cases where interested parties have 
been permitted. Just that one case I understand, but I take it there 
may be more cases. Are there, Mr. Bicks; do you know? 

Mr. Bicxs. Where the court has listened to interested parties. 

The Cuarrman. Where interested parties were permitted to go 
before the court and express their views. 

Mr. Bicxs. Yes; we can get you a list of those. I can think of a 
couple offhand. 

Mr. Harkins. Would you submit such a statement? 

Mr. Bricks. Sure; all subject to the caveat that they must have the 
court’s permission. We don’t invite them. 

Mr. Harkins. Beyond that, would you not agree that the court is 
dependent upon the representations of the defendant and the Govern- 
ment, which ordinarily are made in the space of a few minutes. 

Mr. Hansen. If that weren’t true, our courts couldn’t function. 
Certainly they are officers of the court, and the attorney representing 
either side, if there is an adversary before it, unless the court has 
some reason to doubt the veracity of either side, I assume in most cases 
he is going to accept it. 

Mr. Harkins. And in the great majority of cases is it not correct 
that many of the interested and affected parties know nothing of the 
terms of the proposed decree until it is presented to the court for 
adoption ? 

Mr. Hansen. Will you read that again, please ? 

Mr. Harkrns. In the great majority of cases is it not correct that 
many interested and affected parties know nothing of the terms of a 
proposed consent decree until it is presented to the court for 
adoption ? 

Mr. Hansen. I think that is probably true. 

Mr. Keratine. That is true in a litigated case. 
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Mr. Hansen. And some wish in a litigated case to be amicus curiae 
because the judgment certainly binds them. 

Mr. Harxrns. Also, in the great majority of cases is it not a fact 
that interested parties do not know when the decree is to be presented 
to the court for its adoption ? 

Mr. Hansen. I think that is true. 

Mr. Harkins. Would you say that the court generally signs what- 
ever agreement is reached by the Antitrust Division and the 
defendant ? 

Mr. Hansen. Asa general rule I'd say “Yes.’ 

Mr. Harrys. Thus in a typical case is it not true that the judge 
signs a decree having lasting effects on the industry provided he is 
assured only that it is agreed to by the parties. 

Mr. Hansen. I think that is generally true. 

Mr. Harkins. Do you feel that such cursory judicial scrutiny is 
sound in the public interest ¢ 

Mr. Hansen. It certainly is if you have got a proper representation 
for the Government and for the defendants. 

Mr. Harkins. However, do you have any proceedures to assure that 
the Government is advised of the views of all the people who are going 
to be affected by this decree / 

Mr. Hansen. Certainly not of all the people that are going to be 
affected. I don’t know how we could possibly know who all would 
be affected by it. 

Mr. Harkins. Do you have procedures that will assure that any 
person who is going to be affected 

Mr. Hansen. We certainly have. 

Mr. Harkins. And those are the notices that you give informally ? 

Mr. Hansen. Inquiries that are made, interviews that are had with 
interested parties, with those that might be affected by it. 

Mr. Harkins. How can a private party who may be affected by 
this proposed judgment know that you are negotiating a decree / 

Mr. Bicxs. He doesn’t have to know we are negotiating a decree. 
It should be clear that by the time you get to the point where a case 
has been filed in the average civil case the Bureau has been all over 
different phases of the industry. It has contacted numerous seg- 
ments of the industry. Those that are interested in being heard 
certainly make their views felt in most cases. Even where they do not 
know we are negotiating, because they have once contacted us or 
when the Bureau contacted them indicated their sympathy to our 
proceeding, we are free to get in touch with them when we get to 
the point in our negotiation where their views are useful. 

Mr. Hansen. In some instances, 1 remember a specific one now 
where every company interested in this particular industry communi- 
cated with us within a matter of a week after we first learned of the 
possible violation. 

Mr. Harrys. One final question, Judge Hansen, on this subject. 
Can private parties now intervene in the Government's case for the 
purpose, the limited purpose, of examining provisions of a consent 
decree before it is approved ? 

Mr. Hansen. You mean can they intervene? Are you using that 
legally? It depends on the court whether the court will let them 
interv ene. 
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Mr. Harkins. Would the Department of Justice resist such a 
limited intervention ? 

Mr. Hansen. Let’s get our facts. Are you asking me when we 
present a consent decree to the court and some interested party knows 
of that fact and they appear before the court and ask to be heard do 
we object to it? 

Mr. Harkins. Yes. 

Mr. Hansen. Id say “No.” 

Mr. Harkins. Have you ever opposed a limited intervention? 
Have you ever opposed intervention in a case brought by the Govern- 
ment for the pur art of examining the terms of a consent decree ? 

Mr. Hansen. I'll have to check that. Ive only been here a little 
over a yeal 

Mr. Kircorr. Do you mean formal intervention under rule 24? 

Mr. Harkins. Yes. 

Mr. Kratine. They formally intervene they have the right to ap- 
peal, and all the other rights to tie up the judgment and all that, 

don’t they ? 

Mr. Kincore. As far as I know, the Department has opposed such 
formal intervention. 

Mr. Harkins. What is the purpose of the Department opposing 
such formal intervention ¢ 

Mr. Bricks. I’m not even sure we have ever received such a request. 

Mr. Kircore. As far as the consent judgment is concerned, I do 
know it has happened on proposed modification. 

Mr. Bicks. You are talking about original entry? I can’t recall an 
instance where an enterprise not a party to the judgment has gone to 
the court and sought the right to intervene and become a party ‘for the 
purpose of being heard on consent- decree approval. 

Mr. Hansen. Mr. Chairman, I’d like to have an opportunity to 
check this so we are accurate. I don’t know of any instance. 

Mr. Bricks. I have never heard of one. 

Mr. Harkins. Judge Hansen, your predecessor, Judge Barnes, tes- 
tified in March 1956 in part as follows: 

Indeed, in one recent judgment the court declined entry until the Division could 
offer assurances we had obtained that the views of the complainants as to the 
effectiveness of proposed judgment provisions. 

Carrying this process one step further, in the various Paramount judgments 
specifying divestiture details, the Division publicly announced judgment pro- 
Visions well in advance of submission to the court and that, of course, was the 
purpose of permitting those affected by the decrees to come before the court prior 
to its final signing. As a result, interested parties had ample notice to appear 
before the court and comment on proposed judgment provisions. At least in one 
instance an objector appeared but the court nonetheless enter the judgment as 
submitted. 

Now, I believe that this is the Paramount case. In short, in the 
Paramount case the Antitrust Division publicly announced provisions 
of a proposed decree well in advance of submission to the court; that 
is true, isn’t it? 

Mr. Hansen. That is my understanding and that frankly is one of 
the reasons I thought it having been done once that I ought to do it 
again. In that particular case it had such far-reaching effects on an 
industr y so large and important. 

Mr. Keatrnc. Was the Paramount decree a consent or litigated 
decree / 
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Mr. Hansen. There are five cases involved there. 

Mr. Bickxs. Two were litigated and three were consent. 

The Cuamman. In the Paramount case efforts are being made to 
modify it and the entire industry is being asked to express its views. 

Mr. Hansen. That’s correct, and they have done so very vocally. 

Mr. Harkins Apart from the Paramount situation has there been 
any other instance when the Division has given notice beforehand of 
court entry of proposed consent decree ? 

Mr. Hansen. I can’t answer that now. 

Mr. Kireore. I don’t know of any. 

Mr. Harkins. We will suspend questioning on this general policy 
and go to the pipeline situation, Judge Hansen. 

Mr. Hansen. Thank you. 

Mr. Harkins. We will return later providing time permits these 
other questions. 

Mr. Keattne. May I ask one general question before you do that, 
based on something here I had a note on. On page 28 of your state- 
ment you say: 

The Division may learn about noncompliance from industry surveys we make, 
from complaints by persons who are adversely affected by acts of defendant or 
from incidental notices in trade journals. 

A careful reading of the statement answers my question. 

The Cuatrman. On the so-called packers’ decree, Judge, motion has 
been made to modify that decree, hasn’t it ? 

Mr. Hansen. Yes. 

The Cuatrman. By all the defendants in that case ? 

Mr. Kirreore. Just three of them, sir, Swift, Armour, and Cudahy. 

The Cuatrman. And what is the nature of the modification to per- 
mit them primarily to enter the retail business ? 

Mr. Kitcore. They desired to use their distribution facilities to en- 
gage in what is generally called the grocery business, and also to sell 
their meats at retail which it presently prohibits. Cudahy further 
asked that it be permitted to maintain and conduct public cold storage 
facilities. 

The Cuairman. That is to open up so-called supermarkets, is that 
the purpose / 

Mr. Kircore. Their proposal would go so far as to let them open up 
complete grocery stores. 

The CuarrmMan. How far has that case gone on the matter of modi- 
fication ? 

Mr. Hansen. Motion has been made and it is pending. 

The Cuarrman. I beg your pardon? 

Mr. Hansen. The motion has been made and it is pending. 

The CuatrmMan. Extended ? 

Mr. Hansen. It is pending. 

The Cuarrman. Where is that, in Chicago? 

Mr. Kircore. Here in the District, sir. 

The CHairman. The District of Columbia. I am just informed 
motion has been made to transfer the venue to Chicago. 

Mr. Kireore. Swift and Armour moved to have the case or the judg- 
ment transferred to Chicago. 

The Cuarrman. Is that pending? 

Mr. Kiicore. Yes. 
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Mr. Keartne. Change of venue is undecided. 

Mr. Kireore. That’s right. It has not been heard. Pending also is 
the Government’s motion for summary judgment vacating or dis- 
missing the defendant’s motion for modification. 


(The following information was supplied the committee by the 
Department of Justice :) 


CASES IN WHICH THE CONTEMPT POWER HAS BEEN USED TO ENFORCE INJUNCTIONS 
UNDER THE SHERMAN ACT 


1. United States v. Southern Wholesale Grocers’ Association, et al. (1913) 
(criminal contempt) 


Charge: Contempt by continuing to publish lists, ete. containing the names of 
wholesale grocers who had announced their intention or agreed to work in 
harmony with the association in violation of the consent decree entered in 1912 
re an unlawful conspiracy of wholesale grocers to fix resale prices of groceries 
and to boycott manufacturers and producers who sold to nonmembers of the 
association and to wholesalers and jobbers who did not maintain the fixed 
prices. Defendants were found guilty and fines aggregating $5,000 were 
imposed. 


2. United States v. National Cash Register Co., et al. (1928) (criminal contempt) 
Charge: Contempt proceedings charging 90 sales agents, employees of de- 
fendants and 2 others with violation of a 1916 consent decree re an unlawful 
conspiracy to restrain trade in cash registers and other registering devices by 
acquiring patents and plants, by intimidating competitors and their purchasers 
and other unfair practices. One of the defendants was found guilty and fined 
$2,000. The information was dismissed as to the other defendants. 
8. United States v. Joseph Weiner, et al. (1934) (criminal contempt) 

Charge: In contempt of a 1932 consent decree (U. S. v. Greater New York 
Live Poultry Chamber of Commerce) re unlawful conspiracy to control the 
live poultry market in the Greater New York area by allocating retailers, fix- 
ing prices, spying, boycotting, violence and intimidation. Five defendants were 
found guilty of boycotting, and intimidating representatives and employees of 
the association and sentences of from 3 months to 3 years were imposed. Two 
other defendants were found not guilty. 


4. United States v. Guy H. Hulse, et al. (1936) (criminal contempt) 


Charge: In contempt of a 1933 consent decree (U.S. v. National Retail Credit 
Assn.) re an unlawful conspiracy to restrain and monopolize interstate com- 
merece in retail credit reporting by allotting exclusive territory to be served by 
member agencies, by eliminating competition and by boycotting. Of the 15 
defendants, 10 pleaded guilty of violating the consent decree by continuing the 
prohibited practices and were fined a total of $4,000. The information was dis- 
missed as to the remaining 5 defendants. 

5. United States v. Barney Balaban, et al. (1940) (criminal contempt) 

Charge: In contempt of a consent decree entered in United States v. Balaban 
é Katz (19382 as modified in 1940). Principal distributors of first-class motion 
pictures in the Chicago area re a combination and conspiracy to limit the ex- 
hibition of films by independent exhibitors through means of clearance agree- 
ments and long-term exclusive contracts. The 1940 amendment provided for 
the arbitration of certain contracts between exhibitors and defendants. One 
individual and 10 corporations were charged with continuing the illegal prac- 
tice of entering into long-term exclusive agreements prohibited by the decree. 
Three of the corporations pleaded nolo contendere and fines totalling $10,000 
were imposed. The information as to the remaining defendants was dismissed 
on the Government’s motion. 


6. United States v. Fox West Coast Theatres Corp., et al (1940) 


(criminal 
contempt ) 


Charge: In contempt of a 1930 consent decree (United States v. West Coast 
Theatres, Inc.) re an unlawful conspiracy to monopolize and restrain interstate 
trade and commerce in motion pictures by limiting the exhibition of motion 
picture films by independent exhibitors through a series of so-called “zoning” 
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and “clearance” schedules. Thirteen corporations and 54 individuals were 
charged with violation of the decree by continuing the so-called “zoning” and 
“clearance” schedules. By consent of the parties, the 1980 decree was modified 
so as to provide that as long as the provisions of Sections VIII and X of the 
consent decree entered in 1940 in United States v. Paramount Pictures, Inc., 
et al. (referred to as the ‘‘New York Decree’) remained in effect, the provisions 
of Paragraphs 3, 4, and 6 of the 1930 decree were suspended. Sections VIII 
and X of the New York Decree provided, among other things, for the arbitration 
of certain controversies between exhibitors and the defendants arising in the 
United States which were the subject matter of the contempt proceedings. On 
motion of the Government, an order was entered dismissing the Government’s 
petition. 


7 and 8. United States v. National Cash Register Oo., et al. (1947) (Criminal and 
civil contempt) 

Charge: In contempt of a 1916 consent decree re unlawful conspiracy to re- 
strain trade in cash registers and other registering devices. Four defendants 
were charged with violating the decree by acquiring the business and patents 
of a competitor engaged in the manufacture and Sale in interstate commerce of 
cash registers and other registering devices. On the criminal side, the four 
defendants entered pleas of nolo contendere. The court imposed fines of $25,000. 
On the civil side, a consent judgment was entered enjoining the defendants 
from entering into any agreement with companies named in the complaint, in 
connection with the manufacture or distribution of any registering device, 
excluding or restricting any person in the manufacture, use, or sale of certain 
patents and from instituting or maintaining any proceedings to collect or 
realize royalties or compensation on certain patents. 


9 and 10. United States v. Gamewell Co., et al. (1951) (civil and criminal 
contempt ) 


Charge: In contempt of a consent decree entered in 1948 re unlawful con- 
spiracy in restraint of interstate commerce and attempt to monopolize municipal 
fire-alarm equipment. Defendant Gamewell and two individual defendants were 
charged with the violation of provisions of the decree by restricting the fur- 
nishing of engineering services to prospective purchasers and by offering to 
furnish engineering services without cost to prospective municipal purchasers. 
The court found the defendants guilty. On the criminal side, the court fined 
the corporation $50,000, imposed sentence of one year and a day upon the 
two individual defendants, suspended execution thereof and placed the indi- 
viduals on probation for two years. On the civil side, the corporate defendant 
was required to file evidence of purge in 40 days or pay $5,000 per day. The 
two individual defendants received the same order, except that the amount 
was $1,000 per day. 
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11 and 12. United States v. Western Pennsylwania Sand and Gravel Assn., et al. 
(1954) (civil and criminal contempt) 

Charge: In contempt of a 1940 consent decree re unlawful combination and 
conspiracy in restraint of interstate trade and commerce in the selling and 
production of sand and gravel. Eight defendants were charged with violations 
of this decree by fixing prices for the sale of sand and gravel and by collusive 
bidding on contracts in which the Government was furnishing all or part of 
the money. On the civil side the court denied the Government’s motion for 
additional relief (that the association be dissolved and that the corporate 
defendants be enjoined from jointly employing any individual to maintain 
price lists). The court took pleas of nolo contendere and imposed fines totaling 
$104,200. 


18. United States v. J. Myer Schine, et al. (1954) (criminal contempt) 


Charge: In contempt of a 1949 consent order (United States v. Schine Chain 
Theatres, Inc., et al.) re unlawful conspiracy to restrain trade and monopolize 
the exhibition of motion pictures in certain local areas. Six individuals and 
nine corporations were charged with violations of this decree by continuing 
a conspiracy having the purpose and effect of maintaining their local motion- 
picture theater monopoly and of preventing other exhibitors from competing 
with them. The case is pending. 


14. United States v. Schine Chain Theatres, et al. (1954) (civil contempt) 
Charge: In contempt of a 1949 consent decree re unlawful conspiracy to re- 
strain trade and monopolize the exhibition of motion pictures in certain local 
areas. Three individuals and nine corporations were charged with violations 
of the decree in that they failed to observe orders requiring divestiture of 
theaters and requiring dissolution of a theater pool. Case is pending. 


15. United States v. Associated Credit Bureaus of America, Inc. (1955) (criminal 
contempt) 

Charge: In contempt of a 1953 amendment to the 1933 consent decree (United 
States v. National Retail Credit Assn.) re an unlawful combination and con- 
spiracy to restrain and monopolize interstate commerce in the retail credit 
reporting and credit information business. Defendant was charged with violat- 
ing the amending order by refusing to furnish to nonmembers, upon request, 
information concerning prices charged its members for credit reports and type 
of report covered by each charge. The court dismissed the Government’s peti- 
tion on a showing by the defendant that it had purged itself of the violation. 


16 and 17. United States v. Milk Wagon Drivers’ Union, Local 753, et al. (1955) 
(criminal and civil contempt ) 

Charge: In contempt of a 1940 consent decree (United States v. Borden Co., 
et al.) re an unlawful conspiracy in restraint of commerce in fluid milk by 
fixing producer and consumer prices, by controlling its distribution by inde- 
pendent distributors, and by controlling the milk supply moving in interstate 
commerce into Chicago. The defendants were charged with violating the decree 
in having obstructed, hampered, and prevented two Chicago milk distributors 
from delivering milk and soliciting new accounts. In both actions the court 
ruled against the Government, holding that the acts complained of were part 
of a bona fide labor dispute and thus exempted from the decree. 
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Consent decrees entered under Federal antitrust law, July 1890-—July 1946 





Name of case Date insti- Decree Further action 
tuted entered 
= | —| — |- = eis 
i j 
U. S. v. Otis Elevator Co-_.-- Mar. 7,1906 | June 1, 1906 


Oct. 17,1911 | Contempt proceedings; found 
guilty and fined $5,500, 1913. 


U. S. v. Southern Wholesale Grocers’ | June 9, 1910 
Association. 


| 

U. S. v. American Sugar Refining Co....| Nov. 28, 1910 May 9,1922 | Modified to permit acquisition 
| of another company, 1927 

U. S. v. General Electric Cis .s couldde Mar, 3,1911 Oct. 12,1911 | 

U. S. v. Harwick Aug. 31,1911 | Dee. 4, 1917 | 


U. S. v. ¢ ‘olorado & W yoming Lumber Sept. 25,1911 | Dec, 29, 1917 

Dealers’ Association. | 
U. 8S. v. National Cash Register Co.....-| Dee. 4,1911 | Feb. 1,1916 | Contempt proceedings, 1925; 1 
defendant found guilty and 
fined $2,000, 1928; modified to 
permit acquisition of 2 com- 
panies, 1929 and 1931. 


U. S. v. Pacific Coast Plumbing Supply | Dec, 18,1911 | Jan. 6,1912 








Association. ' | 
U. S. v. Aluminum Co. of America... - | May 16,1912 June 7,1912 | Modified to permit acquisition 
of company, 1922, 
U. 8S. v. Central-West Publishing Co_...- | Aug. 3,1912 | Aug. 3,1912 | Modified to permit sale of com- 
| | pany’s assets, 1917. 
U. S. v. Master Horseshoers’ National | Dec. 12,1912 1914; 1916 | 
Protective Association. 
U. S. v. Philadelphia Jobbing Confec- | Dec, 13,1912 | Feb. 17,1913 | 
tioners’ Association. | | 
U. 8. v. Elgin Board of Trade Dee, 14, 1912 | Apr. 27,1914 } 
U. S. v. Krentler-Arnold Hinge Last Co Feb. 7,1913 | Feb. 7,1913 
U. S. v. Cleveland Stone Co | Feb. 12,1913 | Feb. 11, 1916 | 
U. S. v. International Brotherhood of | Feb. 24,1913 | Feb. 27, 1914 | 
Electrical Workers. | ‘ 
U. S. v. American Thread Co ; Mar. 3,1913 | June 2,1914 | Modified to permit compliance 
with NRA Code, 1933. 
U. S. v. Burroughs Adding Machine Co__|_....do Mar. 3,1913 | Modified to permit acquisition 
| of German concern, 1922. 
U. S. v. American Coal Py oducts Co do Mar. 4,1913 | 
U. S. v. New Departure May 27,1913 | May 27,1913 | 
u 


S. v. American Tel ied & Tele- | July 24,1913 | Mar. 26,1914 | Modified to permit consolidation 
graph Co. 

U. v. National Wholesale Jewelers’ | Noy. 18,1913 | Jan. 30,1914 

Association. | | 

U. S. Vv. New York, New Haven & | July 23,1914 | Oct. 17,1914 | Modified several times. 
Hartford R. R. Co. | 

U.S. v. Bowser & Co-- June 10,1915 | June 10,1915 

U. S. v. National Association of Master | May 19,1917 Mav 19,1917 

Plumbers 


of 2 telephone exchanges, 1914. 








U.S. v. Kluge | Oct. 81917 | Oct. 8,1917 
U.S. v. Paris Medicine Co--- |} Nov. 12,1917 | Nov. 13, 1917 
U.S. v. Mead Nov. 26,1917 | Nov. 26,1917 | 
U, S.v her Dee. 4,1917 | Dee. 4,1917 | Defendants’ motion for modifi- 
cation denied, 1919, 
U. S. v. Booth Fisheries Co-- Mar. 13,1918 | Mar, 13,1918 | 
U. S. v. Interlaken Mills Apr. 15,1918 | Apr. 15,1918 | Modified, 1919; also 1934, to per- 
| | mit compliance with NRA 
} | } Code 
U.S. v. 1 ictor Talking Machine Co May 3,1918 | May 3,1918 
Ve tton Export & Tra Corp Tune 28,1918 June 28, 1918 
U.S. 9 A nerican Cone & Vi afer Inly 31,1918 Aug. 3,1918 | 
U. S. v. Western Cantaloupe Exchange | Nov. 9, 1918 Nov. 9, 1918 
U.S. v. Klaron Horn Co Dec. 8.1918 | Dec. 8.1918 | 
U. S. v. American Association of Whole Dee. 12,1919 | Dec. 12,1919 | Modified to permit compliance 
sale Opt ns | with NRA Code, 1934, 
U.S ] te Co Dec. 17.191 Mar 1920 
U.S. v. Swift & Compa Feb. 27, 1920 eb. 27,1920 | Litigation from 1920-32; defend- 
: ts’ efforts to have Aachen 
ted or modified unsuccess- 
ful; Government forced dis- 
posal of Libby MeNeill stock, 
1939. 
U.S. 7.8 1 i Corp Apr. 13, 1920 Apr. 13, 1920 
LS.v urbers’ S ealers May 7,1920; May 7,192 Modified to permit compliance 
: with NRA Code, 1934 
U. S. v. California Associated Raisin Co_| Sept. 8, 1920 | Jan. 18, 1922 
U. S. v. Albany Chemical Co Jan. 10,1921 | Jan. 10,1921 
U. S. v. Goodwin-Callahger Sand & Jan. 18,1921 | Jan. 18, 1921 
Gravel Corp. 
U. S. v. Miller Jan. 28,1921 | Jan. 28, 1921 
U.S. v. Corrugated Paper Mfrs. Associ- Feb. 2, 1921 Feb. 2, 1921 
ation. 
U. S. v. Kern Mar. 8,1921 | Mar. 8, 1921 
U. S. v. American Coated Paper Co Mar. 14, 1921 Mar. 14, 1921 
U.S. ¥ ime in Lithographic Co- Mar. 26, 1921 Mar. 26, 1921 Modified to permit exchange of 


certain information, 192 


U.S. v. Tile Mfrs.’ Credit Association Jan. 10,1922 | Nov. 26,1923 | Modified to permit exchanges of 
certain information, 1928 
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Name of case 





U. S. v. National Enameling & Stamp- 
ing Co. 

U. S. v. Bricklayers’, Masons’ & Plas- 
terers’ International Union. 

U. S. v. Wickwire Spencer Steel Corp----| 

U. S. v. Gypsum Industries Association..| 


U. S. v. Live Poultry Dealers’ Protective 
Association 

U. S. v. California 
Association. 

U. S. v. Utah-Idaho Wholesale 
Association. 

U. S. v. Wheeler-Osgood Co_...------- 

U. S. v. Seattle Produce Association... 


Wholesale Grocers’ 


Grocers’ 





U. S. v. Oregon Wholesale Grocers’ Asso- 
ciation. , 
U. S. v. National Peanut Cleaners & | 


Shellers Association. 


U. S. v. Tanners Products Co.-...----- 


U.S. v. Porcelain Appliance Corp 

U. S. v. Flower Producers Cooperative 
Association. } 

S. v. Ward Food Products Corp-_-..-- 

S.v. Nat'l Food Prod 

S. v. Noland Company, Inc Pel 

S. v. Leibner & Com] y 

&S. Vv. Lay i 
S. v. Southerr 

Associatt 


sets Corp 


sh Company 
Hardware Jobb 


U. 
U. 
U. 
U. 
{ 

U. 


U. S. v. Rand Karder Bureau 
U.S. v. Eighteen Karat Club 
U. S. v. American 

Mfrs. Associatio 
U. S. v. California Retail Hardware & 
Imnple ment Association. 
U.S. v. National Gum & Mica Co 
U.S. v. National Hat Frame Association, 


Amusement Ticket 


Finders Credit 
Bureau 


U. © Vv. North Lest Shoe 
U. S. v. Deutsches Kalisyndikat 


Gesell- 


S. v. Richmond Distributing Cor7z 

. S. v. Gillette Safety Razor Co. nee 

. S. v. Maine Co-Operative Sardine Co. 

lS. v. Columbus Confectioners’ Associ- 
ation. 

U. S. v. The Fernald Co. & Soule Steele 


Company. 
msche Chininefabriek- . 


. S. v. Amsterda 


U 

U.S. v. Great Lakes Steamship Co-.. 
U.S. v. Candy Supply Co 

U. S. v. General Outdoor Advertising Co. 
U.S. v. Barnard & Co 

U. S. v. Confectioners’ Club of Baltimore. 
U s. We Lidé t Pape ct 

U. S. v. Balaban & Katz Corp. 


U. S. v. Motion Picture Theatre Owners 
of Oklahoma. 

U. S. v. Bates Value Bag Corp 

U. S. v. Evansville Confectioners’ Asso- 
ciation. 

U. S. v. Ludowici-Celadon Co 

U. S. v. Fox Theatres Corporation 

U.S. v. Pittsburg-Erie Saw Co 

U. 8. v. eater N. Y. Live Poultry 
Chamber of Commerce. 

U. S. v. Standard Oil Co. of California... 





U. S. v. Foster & Kleiser Co : 
U. S. v. Radio Corporation of America 
U. S. v. Painters’ District Council No. 2, 
éte, | 
U.S. v. A. B. C. Canning Co...--- aa 





Date insti- 
tuted 


Feb. 
Feb, 


Mar. 
Dec. 


Jan. 

Apr. 
Apr. 
May 


July 
Sept. 


Jan, 


June 


Oct. 
Dec. 


et 


Feb. 
KF 





> 


Apr. 
Aug. 
Oct. 

Nov. 


Dec, 


Mar. ‘ 


Apr. 
Jun 
July 
Aug. 
Sept. 
Oct. 
Vec. 


Dec. 


Jan. 
Feb. 


Mar. 


Nov. 
Dec. 
Feb. 


Feb. 


Apr. 
May 


June 


June 


14, 1922 
28, 1922 


20, 1922 


27, 1¢ 





18, 1924 


2, 1924 | 


9, 1924 
5, 1924 
18, 1924 


29, 1924 


5, 1925 


11, 1925 


16, 1925 
15, 1925 


8, 1926 


3, 1926 


1994 
AJat 





1097 
$, iva 
18, 1927 
23, 1927 
29, 1927 


13, 1927 
4, 1927 
4, 1927 
4,1927 
6, 1927 


l 2 
1, 1928 
15, 1928 





, 1926 | 





26, 1928 | 


4, 1929 
1 


, 1929 


12, 1929 
1929 
23, 1929 


7, 1930 
15, 1930 
20, 1930 
13, 1930 
10, 1930 


12, 1930 


50 


Consent decrees entered under Federal antitrust laws, July 1890-—July 1946—Con. 


Decree Further action 
entered 


———_—____—— 


Feb. 14, 1922 





Minor modifications, 1924 and 
1927. 
Feb, 28, 1922 
Mar. 20, 1922 
Dec, 27,1922 | Modified to permit exchange of 
certain information, 1928. 
Dec. 15, 1925 


5, 1926 


May 
Sept. 27, 1926 
June 18, 1925 


Mar. 21 
June 





Modified in view of changed 
conditions, 1933; also in 1934 to 
permit compliance with NRA 
Code; decree dissolved, 1939. 

Petition for suspension of decree 
in light of NRA dismissed. 


June; 15, 1925 


Oct. 3, 1927 


Feb. 





Apr. 3, 1926 

Mar 4, 1926 

Jun 2, 192% 

Jy lx » 

h Order construin cree, 1927. 
‘ 


Moditied to permit compliance 
with NRA Code, 1933; also}to 
permit defer 


efendants to take ad- 
vanta 
n 


re of Miller-Tydings 


i rot 
te 


amendment, 1937. 
Dee Q 199% 
iV y t, AWei 
Dec. 30,1926 | Modified to permit compliance 
|} with NRA Code, 1934. 














Feb. ¢ ) | 

Apr. —,1932 | Modified to exclude Columbia 
Pictures Corp., 1932; contempt 
proceedings, 1938. 

Dec. 26, 1928 


1931 


1929 


Jan. 30, 


Feb. 21, 


Mar. 18, 1929 | 
Apr. 15,1931 | Supplemental decree, 1931. 
Dec. 23, 1929 
Nov. —, 1931 | 
Sept. 15, 1980 | Modified to permit compliance 
with NRA Code, 1933. 
Mar, 13, 1931 | 
Nov. 21, 1932 
Dec. 31, 1930 | 


Modified, 1935. 


Jan. 16,1931 
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Consent decrees entered under Federal antitrust laws, 


Name of case 


U. S. v. Wood Institute, Inc. 
U. S. v. West Coast Theatres, Inc 


rane. 

U. . International Business Machines 
C we. (Court decree entered by con- 
sent against Remington Rand, Inc.). 

U. S. v. Corn Derivatives Institute 

U. S. v. For West Coast Theatres 

U.S. v. Millinery Quality Guild, Inc 

U. S. v. National Retail Credit Associa- 

tion. 


U. S. v. Kansas City Ice Co 

U, S. v. Columbia Gas & Electric Corp 

U. S. v. Warner Bros. Pictures, Inc 

U.S. v. Textile Refinishers Association, 
Inc. 

U.S. v. Ox Fibre Brush Co 

U. S. v. Chrysler Corporation, et al 

U. S. v. Ford Motor Company, et al. 

U.S. v. Wine, Liquor & Distillery Work- 
ers rg Local 20244, et al. 

U. S. v. Imperial Wood Stick Co., Inc., 
et oi 


U. 8. v. Local 807 of International Broth- 
erhood of Teamsters, Chauffeurs, Stable- 
men & Helpers of America. 

U. S. v. Voluntary Code of Heating 
Piping & Air Conditioning Industry 
for Allegheny County, Pa. 

U. S. v. Excavators Administrative Asso- 
ciation, Ine. 

U. S. v. Plumbing & Heating Industries 
Administrative Association, Inc. 


| 
| 


Date insti- 
tuted 


June 27, 1930 


; Aug. 21, 1930 
U. S. v. Bolt, Nut & Rivet Mfrs, Asso- | 


| 


U. S. v. Union Painters Administrative | 


, ee 
. New Orleans Chapter, Associ- 
ated Ge neral Contractors of America. 
v. Half-Size Dress Guild, Inc 
v. Party Dress Guild, Inc. 
v. Sheet Metal Association _- 
v. Southern Pine Association - 
'S. v. National Association of Com- 
mission Lumber Salesmen. 


a on sth 


U 
U. 
U. 
U. 
U. 
U. 
U 
U 


Gravel Association. oe 
U. 8. v. Marble Contractors Association 


Mar. 17, 1931 


Mar. 26, 1932 


Apr. 6, 1982 
Nov. 16, 1932 
Mar, 23, 1933 
June 12, 1933 


June 5, 1934 


Mar. 6, 1934 


Feb. 24, 1936 
May 1, 1936 


July 30, 1937 
Nov. 7, 1938 
=. 4: 
Nov. 9, 1939 


June 5, 1939 


July 17, 1939 


Dec. 8, 1939 


Dec. 22, 1939 | 


do 


do 


| Jan. 15, 1940 


v. Engineering Surrey & Audit Co_| 
. S. v. Western Pennsylvania Sand & | 


Aug. 13, 1940 
Aug. 13, 1934 
Feb. 5, 1940 
Feb. 21, 1940 


svtctoue 
meat eaee 


| Feb, 29, 1940 


U. S. v. Mason Contractors Association | 


of District of Columbia. 


U. S. v. Pittsburgh Tile & Marble Con- 


ao Association. 
U. S. Employing Plasterers Associa- 
tion of. Allegheny County, Pa. 


National Container Association -| 


U.S 

U. S. % Underwood Elliott Fisher Co... 

U. S American Potash & Chemical 
Corp. 

U.S. v. Long Island Sand & Gravel Pro- 
ducers Association. 

U. S. v. Title Contractors Association of 
aor. 

U.S Mosaic Tile Co- 

U.S. v. St. Louis Title Contractors Asso- 
ciation. 

. Bausch & Lomb Optical Co 


U. S. v. Detroit Tile Contractors Asso- 

ci iation. 

U. . Stevenson, Jirdon & Harrison 

U. S.v. 7. Kraft Pi aper . Association ........ 

U. . Borden Co.. 

U. “3. ‘vy. Southern ‘California Marble 
Association. 

U. S. . Paramount Pictures _- 

U. Arthur Morgan Trucking Com- 

UV. 


pant. 
. Balaban & Katz Corp...-..----- 





| 
| 
| 
- 


Mar. 12, 1940 
Feb. 29, 1940 
Mar. 18, 1940 
Aug. 9, 1939 
July 28, 1939 
May 15, 1940 


May 22, 1940 


June 10, 1940 


June 15, 1940 
July 1, 1940 


July 8, 1940 
July 9, 1940 
Aug. 22, 1940 
Sept. 10, 1940 
Sept. 14, 1940 
Nov, 12, 1940 


July 20, 1938 
Dec. 3, 1940 


Dec. 15, 1928 | 


Decree 
entered 


June 27, 1930 


Mar. 17, 1931 


Jan. 29, 1936 


Apr. 6,1932 
June 9, 1934 
Oct. 6, 1933 


June 5, 1934 


Apr. 30, 1936 
May 1, 1936 


July 30, 1937 


do 


Novy. 11, 1939 
June 7, 1939 


| July 17, 1939 
Dec. 8, 1939 


Dec. 22, 1939 


do 


do... 
Feb. 5, 1940 


deine 


-do-. 


Feb. 29, 1940 
Mar. 12, 1940 


Feb. 29, 1940 


Apr. 23, 1940 
May 21, 1940 
May 22, 1940 
June 10, 1940 


June 17, 1940 
July 1, 1940 


July 9, 1940 
cecal 


Sept. 10, 1940 
Sept. 16, 1940 


| Nov. 20, 1940 
| Dee. 3, 1940 


Dec. 10, 1940 





Nov. 16, 1932 | 


Jan. 29, 1936 | | 


Jan. 27, 1940 | 


Feb. 21, 1940 | 


Mar. 18, 1940 


Aug. 22, 1940 | 


Nov. 12, 1940 | 


DEPARTMENT OF JUSTICE 


Aug. 21, 1930 | 


Nov. 15, 1938 | 


Jan. 15, 1940 | 





Further action 


Contempt proceedings, 1939, 


suppleme ntal 
certain contracts, 
er OER EDEN 


; decree modified. 


Modified Oct. 3, 1941. 


13 defendants signed decree. 





July 1890—July 1946—Con. 





Modified to permit compliance 


plea of 
y and fines totaling $4,000, 


canceling 


vacate 


One defendant did not sign de- 


Modification of consent decree 
entered; originated Apr. 6, 1932, 
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Consent decrees entered under Federal antitrust laws, July 1890—July 1946—Con. 


| 
Name of case 


U. S. v. Electrical Solderless Service | 
Connector Institute. 

U. S. v. Broadcast Music... ile: satanal 

U. S. v. Institute of Carpet Mfogrs. of 
America. 

U. S. v. Western Pine Association. 

U. S. v. Harbor District Lumber Dealers 
Association. 

U.S. v. E. L. Bruce . a , 

U. S. v. American Society of Composers, 
Authors & Publishers. 

U.S. v. West Coast Lumbermen’s Asso- 
ciation. 

U. S. v. Associated Marble Companies__. 

U. S. v. National Lumber Mgrs. Asso- 
ciation. 

U. S. v. Allied Chemical & Dye Corp 

U. S. v. Heating, Piping & Air Condi- 
tioning Contractors Association of 
Southern California. 

U.S. v. Association of American Rail- 
roads. 

U. S. v. Harbor Dist. Chapter Nat'l. 
Electric Contractors Association. 

U.S. v. Santa Barbara County Chapter 
Nat'l. Electrical Contractors Associa- 
tion. 

U. S. v. Battery Separator Mfgrs. Asso- 
ciation. 

U. S. v. Kearney & Fricker Corp... 

U. S. v. Alba Pharmaceutical Company 

U. S. v. Bayer Company 

U. S. v. Synthetic Nitrogen Products 





Corp. 
U. S. v. San Pedro Fish Exchange 
U. S. v. California Rice Industry. . 
U.S. v. Monterey Sardine Industries 
U.S. v. Retail Lumbermen’s Association 
U.S. v. W. C. Bell Services, Inc 
U. S. v. Mass. Food Council 
U.S. v. Connecticut Food Council 
U.S. v. Maine Food Council_. 
U.S. v. Schering Corp 
U. S. v. Swiss Bank Corp 
U.S. v. Rhode Island Food Council 
U. S. v. Nat'l Retail Lumber Dealers 
Association. 
U. S. v. Whitehead Bros. Company 
U.S. Vv. Brooker Engineering Co. 
U.S. v. Ideal Cement Company 
U. S. v. Imperial Chemical Industries 
U.S. v. Wholesale Wastepaper Company 
U. S. v. Standard Oil Company (New 


Jersey.) 
U.S. v. General Electric Co. (1364) 


U.S. v. Aluminum Co. of America 

U.S. v. Retail Furniture Dealers Assn. 
of Southern California. 

U. S. v. Seuthern California Gas Com- 
pany. 

U.S. v. Washington Wholesale Grocers_ - 

U. S. v. Climax Molyldinum Co 

U. S. v. Washington Wholesale Tobacco 
& Candy Distributors. 

U. S. v. Sperry Corporation 

U. S. v. Schmidt Lithograph Co 

U. S. v. Produce Exchange of Los An- 
geles. 

U.S. v. Seattle Fish Exchange. 

U.S. v. Aqua Systems. 


Vs oe Vi 
change. 
U. S. v. American Busch Corporation... 
U.S. v. Aerofin Corp. e¢ al.............. 
U. S. v. Columbia Gas & Electric Cor- 
poration. 
a oe 


California Fruit Growers Ex- 


U.S. v. National Unit Distributors...... 
U. S. v. Solvay Process Company.......- 


Date insti- 
tuted 
Dee. 30, 1940 
Jan, 27,1941 
Jan, 28, 1941 


Feb. 6, 1941 
Feb. 14, 1941 


.do... 


Feb. 26, 1941 | 


Apr. 16, 1941 


Apr. 28, 1941 
May 6, 1941 


May 29, 1941 
July 10, 1941 


Oct. 25, 1939 
Aug. 4, 1941 


reas 


Aug. 11, 1941 


Aug. 22, 1941 

Sept. 5,1941 
do. . 
do. 


Sept. 15, 1941 
Oct. 4, 1941 
Oct. 6,1941 
Oct. 24, 1941 
Oct. 27,1941 
Nov. 1, 1941 
Nov. 3, 1941 
Dec. 17, 1941 
do 
do 
Dec. 19, 1941 
Jan. 3,1942 


Jan. 7,1942 


do. 
Feb. 12,1942 
Feb. 17, 1942 
Feb. 19, 1942 


Mar. 25, 1942 
Jan. 27,1941 


Apr. 15, 1942 
May 7,1942 


do. 
July 1,1942 


Aug. 19, 1942 
Aug. 24, 1942 


Sept. 1, 1942 
Sept. 14, 1942 
Nov. 2, 1942 


Nov. 10, 1942 
we RES 


Nov. 16, 1942 
Dec. 29, 1942 
Mar. 5, 1943 
Oct. 30, 1935 
Feb. 2, 1942 


Nov. 5, 1943 
June 24, 1942 





Decree 
entered 


Jan, 4,1941 


Feb. 3, 1941 


Feb. 6, 1941 


.do.. 


Feb. 14, 1941 


Bonk 
Mar, 4, 1941 
Apr. 16, 1941 


Apr. 28, 1941 
May 6, 1941 


May 29, 1941 
July 10, 1941 


July 18, 1941 
Aug. 4, 1941 


Le@Ot ded 


Aug. 11, 1941 


Aug. 22, 1941 
Sept. 5, 1941 
..do. 
do. 


Sept. 15, 1941 
Oct. 4, 1941 
Oct. 6,1941 
Oct. 24,1941 
Oct. 27,1941 
Nov. 3, 1941 
Nov. 5, 1941 
Dee. 19, 1941 
Dec. 17,1941 


Dec. 19, 1941 
Jan, 3,1942 


Jan. 7,1942 
Jd. cae 

Feb. 12,1942 
Feb. 18, 1942 
Feb. 19, 1942 
Mar. 25, 1942 


Apr. 10, 1942 


Apr. 15, 1942 
May 7, 1942 


tae wad 
Aug. 10, 1942 
Aug. 21,1942 
Aug. 24, 1942 
Sept. 1, 1942 
Sept. 14, 1942 
Nov. 2, 1942 


Nov. 10, 1942 


MOS a cttidals 


Nov. 19, 1942 
Dec. 29, 1942 
Mar. 5, 1943 
Mar. 29, 1943 
Apr. 14, 1943 


Nov. 5, 1943 
Mar, 14, 1944 





Further action 


Amended decree filed May 14, 
1941, 


1 defendant did not sign decree, 


1 defendant did not sign decree. 


Decree amended June 1944, 


1 defendant did not sign. 


Apr. 7, 1943, supplemental judg- 
ment. 

Decree signed by 1 defendant 
(Westinghouse). 


2 defendants did not sign decree, 


Dec. 9, 1942, remaining defend- 
ants signed decree. 


Supplemental decree original 
filed Jan. 29, 1936. 

Modified Oct. 11, 1943, and Dec. 
10, 1943. 
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Consent decrees entered under Federal antitrust laws, July 1890—July 1946—Con. 





Name of case Date insti- | Decree Further action 
tuted | entered | 

U. S. v. Rail Joint Company ------| Dee. 21,1943 | Sept. 20, 1944 | 2 defendants did not sign decree. 
U. S. v. Growers Finance Corp -| Mar. 2,1945 | Mar. 2, 1945 | 
U. S. v. Market Truckmen’s Association.| Apr. 19,1945 | Apr. 19, 1945 | 
U. S. v. U. S. Machine Corporation.....| May 3,1945 | May 3, 1945 
U. S. v. Borax Consolidated. _...........| Sept. 14,1944 | Aug. 16, 1945 
U. S. v. Merck & Company_.-.- __...-| Oct. 28,1943 | Oct. 6, 1945 
U. S. v. Allied Van Lines .-| Jan. 11,1944 Dec. 28, 1945 
U. S. v. Auditorium Conditioning Cor- | Aug. 19,1943 |_....do__-----| 

poration. | | 
U. 8S. v. Bendix Aviation Corp--. ....| Nov. 19,1942 | Feb. 13, 1946 
U. S. v. General Flectric Co., Civil 1364, | Dec. 9,1942 | Mar. 7,1946 | Decree signed by 1 defendant 

Civil 2590. (Corning Glass Works). 
U. S. v. Diamond Match Company..-.... May 1,1944] Mar. 19,1946 | 4 defendants did not sign consent 





decree, 


U. S. v. Western Precipitation_.........- Aug. 14,1945 | Apr. 11, 1946 


CONSENT JUDGMENTS ENTERED BY FISCAL YEARS 


July 1, 1946—June 30, 1947: 
American Air Filter Co., Inc. (W. D. Ky.), Civil 574, September 10, 1946 
Owens Illinois Glass Co. (N. D. Cal.) Civil 25861G, September 18, 1946 
National Cash Register Co. (S. D. Ohio), Civil 7092, January 8, 1947 
American Lechithan Co., et al. (N. D. Ohio), Civil 24115, February 17, 1947 
Electrical Apparatus Export Assn. (8S. D. N. Y.), Civil 33275, March 12, 1947 
American Locomotive Co., et al. (N. D. Ind.), Civil 545, April 1, 1947 
Patent Button Company (D. Conn.), Civil 1854, June 26, 1947 
July 1, 1947—June 30, 1948: 
North Coast Transportation Co. (W. D. Wash.), Civil 1675, August 11, 1947 
Timken Detroit Axle Co. (E. D. Mich), Civil 5642, August 14, 1947 
Pacific Greyhound Lines (N. D. Cal.), Civil 25267-S, September 25, 1947 
American Locomotive Co., et al. (N. D. Ind.), Civil 545, October 4, 1947 
Grinding Wheel Mfers. Assn. (D. Mass.), Civil 6686, November 19, 1947 
Electric Storage Battery Co. (S. D. N. Y.), Civil 81-225, November 24, 1947 
National Acme Co. (N. D. Ohio), Civil 24530, December 15, 1947 
Scovill Mfg. Co. (D. Conn.), Civil 1853, February 17, 1948 
Automatie Sprinkler Corp. of America (EF. D. Ill.), Civil 48 C 1289, Feb- 
ruary 20, 1948 
The Gamewell Co., et al. (D. Mass.), Civil 6150, March 22, 1948 
A. B. Dick Co. (N. D. Ohio E. D.), Civil 24188, March 25, 1948 
Universal Button Fastening & Button Co. (BE. D. Mich.), Civil 5860, May 
7, 1948 
Mortgage Conference of New York, et al. (S. D. N. Y.), Civil 37-247, June 
16, 1948 
White Cap Co. (N. D. I1.), Civil 46-862, June 17, 1948 
July 1, 1948—June 30, 1949 : 
International Nickel Company (S. D. N. Y.), Civil 36-31, July 2, 1948 
U.S. Pipe & Foundry Co., et al. (D. N. J.), Civil 10772, July 21, 1948 
General Cable Corp. (S. D. N. Y.), Civil 40-76, August 25, 1948 
Allegheny Ludlum Steel Corp., et al. (D. N. J.), Civil 4583, October 25, 1948 
Libbey-Owens-Ford Glass Company (N. D. Ohio), Civil 5239, October 30, 1948 
2aramount Pictures, Inc. (S. D. N. Y.), Civil 87-273, November 8&8, 1948, 
et seq. 
Abrasive Grain Assn. (W. D. N. Y.), Civil 3672, November 16, 1948 
Rohm & Haas Co. (FE. D. Pa.), Civil 9068, November 18, 1948 
Phillips Screw Co. (N. D. Ohio), Civil 47 C 147, March 28, 1949 
Schine Chain Theatres Inc., et ail. (W..D. N. Y.), Civil 228, June 24, 1949 


July 1, 1949-—June 30, 1950: 
Scophony Corporation of America (8S. D. N. Y.) Civil 34-184, July 6, 1949 
Sand Spun Patents Corp. (D. N. J.) Civil 125-49, July 22, 1949 
General Electric Company (W. C. Switch) (8. D. Cal.) Civil 6899—M, Novem- 
ber 4, 1949 
Wm. 8. Gray & Company (8S. D. N. Y.) Civil 27-145, December 13, 1949 
Standard Register Company (D. D. C.) Civil 836040, December 13, 1949 
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Boston Fruit & Produce Exchange (D. Mass.) Civil 7734, December 21, 1949 

Technicolor, Ine. (S. D. Cal.) Civil 7507-WM, February 28, 1950 

American Society of Composers, Authors & Publishers (S. D. N. Y.) Civil 
1395, March 14, 1950 (Amended decree) 

John B. Reeves & Son (S. D. Cal.) Civil 8769—-W, May 29, 1950 

Wall Paper Institute (E. D. Pa.) Civil 8621, June 8, 1950 

Continental Can Company (N. D. Cal.) Civil 26 345-H, June 26, 1950 


July 1, 1950—June 30, 1951: 
SKF Industries, Ine. (N. D. Ohio) Civil 9862, September 29, 1950 
Textile Machine Works (S. D. N. Y.) Civil 48-671, October 9, 1950 
Eastern Electrical Wholesalers Assn. (S. D. N. Y.) Civil 59-82, October 17, 
1950 
Minnesota Mining & Mfg. Co. (D. Mass.) Civil 8119, November 6, 1950 
Morton Gregory Corp. (N. D. Ohio) Civil 6279, January 3, 1951 
Inter-Island Steam Navigation Co. (D. Hawaii) Civil 887, January 11, 1951 
Max Gerber, et al. (E. D. Pa.) Civil 8946, May 4, 1951 
American Optical Co. (N. D. Ill.) Civil 46-C-1333, May 16, 1951 
Bausch & Lomb Optical Co., et al. (N. D. IIL) Civil 46-C—1332, May 16, 1951 
House of Vision (N. D. Ill.) Civil 48-C—607, May 16, 1951 
Uhlemann Optical Co. of Illinois (N. D. Ill.) Civil 48-C-608, May 16, 1951 
N. P. Benson Optical Co. (Minn.) Civil 2729, May 16, 1951 
New York Trap Rock Corp., et al. (S. D. N. Y.) Civil 48-170, May 25, 1951 
Liquidometer Corporation (S. D. N. Y.) Civil 34-501, June 15, 1951 
White-Haines Optical Co. (S. D. Ohio) Civil 2167, June 22, 1951 
L. A. Young Spring & Wire Corp., et al. (E. D. Mich.) Civil 9522, June 26, 
1951 
Milk Haulers & Dairy Workers Union, Local 916, et al. (S. D. Ill.) Civil 653, 
June 29, 1951 
The Permutit Co., et al. (S. D. N. Y.) Civil 32-394, June 29, 1951 
Austenal Laboratories, Inc. (S. D. N. Y.) Civil 50-496, June 29, 1951 
July 1, 1951-—June 30, 1952: 
Parke, Davis & Co. & Eli Lilly & Co. (E. D. Mich.) Civil 8940, September 6, 
1951 
Savannah Cotton and Naval Stores Exchange, Inc. (S. D. Ga.) Civil 559, 
October 18, 1951 
The Mansfield Journal Company (W. D. Ohio) Civil 28253, January 15, 1952 
Mager & Gougleman, Inc., et al. (N. D. Ill.) Civil 49 C 1028, February 15, 
1952 
Liquid Carbonic Corp., et al. (BE. D. N. Y.) Civil 9179, March 7, 1952 
New Orleans Ice Delivery Corp. (E. D. La.) Civil 2745, March 26, 1952 
Library Binding Institute (S. D. N. Y.) Civil 66-278, May 23, 1952 
General Electric Company, et al. (street lighting) (N. D. Ohio) Civil 26012, 
May 27, 1952 
July 1, 1952—June 30, 1953 : 
Harry F. Stern, et al. (E. D. Pa.) Civil 10-415, July 16, 1952 
Luzene, Inc. (S. D. N. Y.) Civil 66—124, July 30, 1952 
Outdoor Advertising Assn. of America, Ine. (N. D. Ill.) Civil 50 C 935, 
September 9, 1952 
Reno Merchant Plumb. & Heating Contractors, et al. (D. Nev.) Civil 868, 
November 14, 1952 
United Engineering & Foundry Co. (W. D. Pa.) Civil 8926, December 3, 1952 
Decca Records, Inc. & Decca Record Co., Ltd. (S. D. N. Y.) Civil 46-779, 
December 10, 1952 
Central Coat, Apron & Linen Service, Ine. (D. Conn.) Civil 3005, December 
16, 1952 
The Davis Co., et al. (S. D. N. ¥.) Civil 54-357, December 23, 1952 
H. P. Hood & Sons, Inc., et al. (D. Mass.) Civil 7866, December 31, 1952 
Watch Case Mfgrs. Board of Trade, Ine. (S. D. N. Y.) Civil 67-296, January 
19, 1953 
Allied Florists (N. D. Ill.) Civil 51 C 1036, February 13, 1953 
The Borden Company (N. D. Ill.) Civil 2088, February 19, 1953 
Westinghouse Elec. & Mfg. Co. & Western Elec. (electrical equipment) 
(D.N. J.) Civil 5152, June 1, 1953 
National Assn. of Printers’ Roller Mfg. Co. (S. D. N. Y.) Civil 67-18, June 
2, 1953 
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Republic Steel Corp. et al. (N. D. Ohio) Civil 26043, June 15, 1953 
Norma-Hoffman Bearings Corp. (N. D. Ohio) Civil 24216, June 26, 1953 
Minneapolis Elec. Contractors Assn. (D. Minn.) Civil 3715, June 26, 1953 


July 1, 1953—June 30, 1954: 

Western Newspaper Union (S. D. N. Y.) Civil 2026-J, August 18, 1953 

Telescope Carts (W. D. Mo.) Civil 6935, September 24, 1953 

Dubroy, Harry A. (N. D. Ohio) Civil 26-537, October 5, 1953 

General Electric (electrical equipment) (D. N. J.) Civil 4575, October 6, 
1953 

Bendix Aviation Corp. (S. D. N. Y.) Civil 44-284, October 7, 1953 

Switzer Bros. Inc. (N. D. Cal.) Civil 29-860, October 22, 1953 

Bearing Distributors Co., et al (W. D. Mo.) Civil 6895, October 22, 1953 

Briggs Mfg. Co. (E. D. Mich.) Civil 8898, November 3, 1953 

National Assn. of Leather Glove Mfgrs. (N. D. N. Y.) Civil 8715, November 
23, 1953 

Northern Calif. Plumb. & Heating Wholesalers Assn., et al. (N. D. Cal.), 
29170-R, December 17, 1953 

National Ice & Cold Storage (S. D. Cal.) Civil 14229-C, January 14, 1954 

Stationers Assn. of So. Calif. (S. D. Cal.) Civil 14777-C, January 15, 1954 

Servel (E. D. Pa.) Civil 11036, January 18, 1954 

New York Great Atlantic & Pacific Tea Co. (S. D. N. Y.) Civil 52-139, 
January 19, 1954 

American Lead Pencil Co. (D. N. J.) Civil 73-54, February 5, 1954 

General Electric (fluorescent) (D. N. J.), Civil 2590, March 26, 1954 

Celanese Corp. of America (S. D. N. Y.), Civil 54-1238, March 31, 1954 

National Electric Sign Assn. (N. D. Ill.) Civil 51 C 2064, April 5, 1954 

Cincinnati Milling Mach. Co. (E. D. Mich.) Civil 13-401, April 19, 1954 

Scott & Williams, Inc. (S. D. N. Y.) Civil 54-858, April 30, 1954 

National Automotive Parts Assn. et al. (E. D. Mich.) Civil 9559, May 6, 1954 

Blaw-Knox Company (W. D. Pa.), Civil 9683, May 10, 1955 

Shade Tobacco Growers Agricultural Assn., Ine., et al. (D. Conn.) Civil 
3992, May 10, 1954 

Assn. of Amer. Battery Mfgrs., et al. (W. D. Mo.) Civil 6199, December 10, 
1953 and May 12, 1954 

United States Rubber, et al. (S. D. N. Y.) Civil 50-564, May 28, 1954 

Empro Corporation (8. D. N. Y.), May 28, 1954 

Golden Gate Chapter, et al. (N. D. Cal.) Civil 31-567, June 28, 1954 

Liberty National Life Ins. Co. (N. D. Ala.) Civil 7719-S, June 29, 1954 

Tobacco & Candy Jobbers Assn., Inc. (N. D. Ohio) Civil 28-293, June 29, 1954 

General Electric (Westinghouse) Consolidated & Claude Neon (D. N. J.) 
Civil 2550, June 30, 1954 

National Assn. of Vertical Turbine Pump Mfgrs. (N .D. Cal.) Civil 29-446, 
June 30, 1954 

Hunter-Douglas (S. D. Cal.) , Civil 3236, June 30, 1954 


July 1, 1954-June 30, 1955: 

Wallace & Tiernan (D. R. I.) Civil 705, July 26, 1954, and November 15, 1954 

Food Machinery & Chemical Corp. (N. D. Cal.) S. D. Civil 293-086, August 
9, 1954 

Providence Fruit & Produce, Inc., et al. (D. R. I.) Civil 1533, October 18, 1954 

The Embroidery Cutters Assn. et al. (D. N. J.) Civil 88-954, October 12, 1954 

Standard Ultramarine & Color Co. (S. D. W. Va.) Civil 739, October 28, 1954 

Pleaters, Stitchers & Embroiderers Assn., Inc. (S. D. N. Y¥.) Civil 96-390, 
November 12, 1954 

Pittsburgh Crushed Steel (N. D. Pa. E. D.) Civil 28-126, November 138, 1954 

National City Lines (N. D. Il.) Civil 49 C 1364, December 14, 1954 

Eastman Kodak Company (W. D. N. Y.) Civil 6450, December 21, 1954 

General Mills (as to General Mills and 6 producer defendants) (E. D. Mich.) 
Civil 10-669, February 2, 1955 

Diamond Dealers Club, Inc., et al. (8. D. N. Y.) Civil 76-343, February 28, 
1955 

Kosher Butchers Assn. of L. A. (S. D. Cal.) Civil 17-914-Y, March 1, 1955 

Detroit Sheet Metal & Roofing Cont. Assn., Inc. (E. D. Mich), Civil 12-433, 
March 7, 1955 

Assn. of American Batteries (Willard) (W. D. Mo.) Civil 6199, March 7, 1955 

General Railway Signal (W. D. N. Y.) Civil 5237, March 15, 1955 

R. L. Polk & Co. (E. D. Mich.) Civil 13-135, March 16, 1955 
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Machine Chain Mfgrs. Assn. (D. R. I.) Civil 1816, March 18, 1955 

Las Vegas Plumbing (D. Nev.) Civil 989, March 29, 1955 

Magcobar, Inc., et al. (S. D. Cal., C. D.) Civil 13-460 BR, April 6, 1955 
Walton Hauling & Warehouse Corp. (S. D. N. Y.) Civil 86-286, April 27, 1955 
American Monorail (N. D. Ohio) Civil 31-799, May 5, 1955 

Lawrence Fuel Oil Inst., Inc. (D. Mass.) Civil 55-544M, June 21, 1955 
Northland Milk (except Union), June 23, 1955 


July 1, 1955—June 30, 1956: 


Kelsey-Hayes Wheel (B. D. Mich. 8. D.) Civil 10-655, July 1, 1955 

Lowell Fuel Oil Dealers’ Assn. (D. Mass.) Civil 55-586W, July 1, 1955 

Walton Hauling & Warehouse Corp. (as to Union) (S. D. N. Y.) Civil 56-286, 
July 15, 1955 

General Mills (as to Holly & Franklin Sugar) (BH. D. Mich.) Civil 10-669. 
July 19, 1955 

Lowenstein (S. D. N. Y.) Civil 102-187, July 26, 1955 

Roll Mfgrs. Inst. (except Mesta) (W. D. Pa.) Civil 9657, August 4, 1955 

Textile Refinishers Assn., Inc. (S. D. N. Y.), Civil 67-877, August 26, 1955 

American News & Union News (S. D. N. Y.) Civil 77-193, September 1, 1955 

Minute Maid (8. D. Fla.) Civil 6429M, September 7, 1955 

Alliance Amusement Co. of Chic. and subsidiaries (S. D. Ind.) Civil 493, 
September 9, 1955 

Republic Pictures—16 mm., September 12, 1955 

American Steel Foundries (N. D. Ohio E. D.) Civil 32-140, September 30, 1955 

Assn. Nevada Dairymen, Inc. (D. Nev.) Civil 1232, October 18, 1955 

Columbia Artists Management, Inc., et al. (S. D. N. Y.), Civil 104-165, 
October 20, 1955 

General Outdoor Ady. Co., Inc. (N. D. Ill.), Civil 50 C 936, October 21, 1955 

Garment Truckmen Assn. of N. J. and Cloak & Suit (S. D. N. Y.) Civil 
66-142, October 24, 1955 

Reddi-Wip, Inc. (S. D. Cal), Civil 17-906-—BIT, October 28, 1955 

R. Hoe & Co. (S. D. N. Y.) Civil 66-289, December 6, 1955 

Western Electric & AT&T (D. C. N. J.) Civil 17-49, January 24, 1956 

International Business Machines (S. D. N. Y.) Civil 72-844, January 25, 1956 

American Assn. of Adv. Agencies (S. D. N. Y.) Civil 100-309, February 
1, 1956; April 26, 1956, and May 22, 1956 

Hilton Hotels Corp. & Statler Hotels Del. Corp. (N. D. Ill.) Civil 55 C 
1658, February 6, 1956 

Lee Shubert (S. D. N. Y.) Civil 5617, February 17, 1956 

General Shoe Mach. Corp. (M. D. Tenn.) Civil 2001, February 17, 1956 

Anderson Dairy (D. Nev.) Civil 133, February 20, 1956 

Michigan Tool (E. D. Mich.) Civil 12-605, February 22, 1956 

Seafarers Sea Chest Corp. (E. D. N. Y.) Civil 14-674, March 20, 1956 

Fish Smokers Trade Council, Inc. (except Union) (S. D. N. Y.) Civil 103-358, 
March 28, 1956 

Ohio Crankshaft Co. (Muskegon) (N. D. Ohio) Civil 28-299, April 18, 1956 

FTDA (Florists’ Telegraph Del. Assn.) (E. D. Mich.) Civil 15-748, June 1, 
1956 

Periodical Dist. of Greater N. Y. (Meredith) (S. D. N. Y.) Civil 109-292, June 
5, 1956 

Logan Co. (W. D. Pa.) Civil 9658, June 7, 1956 

National Linen Service Corp. (N. D. Ga.) Civil 5171, June 28, 1956 


July 1, 1956—June 30, 1957: 


Philco Corp., July 13, 1956 

Nat. Elec. Contr. Assn., N. J. & N. J. Chapter, Inc., et al. (D. N. J.) Civil 
575-56 ; July 13, 1956 

International Cigar Mach. Co. of Amer. & Mach. & Fndry. Co. (S. D. N. Y.) 
111-286, July 25, 1956 

Garden St. Retail Gas Dealers, Inc., et al. (D. N. J.) Civil 482-55, September 
19, 1956 

Haverhill Fuel Oil Dealers’ Assn. et al. (D. Mass.) Civil 56-532S, September 
18, 1956 

National Wrestling Alliance et al. (S. D. Ia.) Civil 3-729, October 15, 1956 

American Linen Supply Company (N. D. Ill.) Civil 55 C 1481, November 19, 
1956 

Crown Zellerbach Corp. & Amer. Lin. Supp. Co. (N. D. Ill.) Civil 55 C 1480, 
November 19, 1956 
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Chicago Towel Co. & Amer. Lin. Supp. Co. (N. D. Ill.) Civil 56 C 1958, Sep- 
tember 19, 1956 

Robertshaw-Fulton Controls Co. (S. D. Pa.) Civil 14-745, January 8, 1957 

Cigarette Merchandisers Assn., Inc. (S. D. N. Y.) Civil 92-388, January 9, 
1957 

The Torrington Company (D. Conn.) Civil 4840, January 29, 1957 

J. P. Seeburg Corp. et al. (N. D. Ill.) Civil 56 C 419, January 31, 1957 

Dover Corp., Oliver Iron & Steel Corp., et al. (W. D. Tenn.) Civil 2908, Feb- 
ruary 12, 1957 

National Screen Service et al. (S. D. N. Y.) Civil 75-138, March 29, 1957 

New Orleans Insurance Exchange (FE. D. La.) Civil 4292, March 18. 1957 

Schenley Industries, Inc. (D. Del.) Civil 1686, April 3, 1957 

The Cuarrman. Go ahead, Mr. Harkins. 

Mr. Harkins. Mr. Hansen, it is true, is it not, that the ability to 
control pipelines in the petroleum industry has been and is a decided 
competitive advantage. 

Mr. Hansen. I think it is; yes. 

Mr. Harkins. And, in fact, as you testified this morning, pipelines 
were a major source of monopoly power held by the Standard Oil 
Trust ¢ 

Mr. Hansen. I quoted the Supreme Court, one of the Justices there. 

The Cuamman. That is Judge Holmes, I think. 

Mr. Hansen. Yes, sir. 

Mr. Harkins. You would agree, would you not, that it is not too 
much to claim—in fact, it has been the experience of the oil industry— 
that the control over transportation is the most effective method for 
controlling the oil industry in the United States? 

Mr. Hansen. Certainly one of the most effective. 

The Cuarman. That question comes out of a statement found in 
one of the Senate reports of a Senate Committee investigating this 
problem. 
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Mr. Harkins. Now, it is also true that the vast majority of the pipe- 
lines of the United States are owned and controlled by the 20 major 
integrated oil companies; isn’t that true ? 

Mr. Bicxs. Yes; itis. 

Mr. Hansen. Yes. 

Mr. Harkins. And this is the situation that has existed in the oil 
industry for many years; isn’t that true? 

Mr. Hansen. Many years. 

Mr. Harkins. In fact, during the TNEC investigation in the 1930’s, 
it was found that the 20 major oil companies then controlled 85 percent 
of the crude-oil pipeline mileage in the United States. Is that correct? 

Mr. Hansen. I have no reason to doubt it. I can’t verify the exact 
figures. 

Mr. Harkins. At the request of the subcommittee, the Interstate 
Commerce Commission has prepared a chart that shows the control of 
20 major oil companies over oil pipelines today. This chart shows 
that these companies operate 73 percent of the total pipeline mileage 
in the United States. 

I interject here that the figures are minimum figures because they 
are based only on pipelines that report to the Interstate Commerce 
Commission and, therefore, exclude intrastate pipelines in California 
and Texas, where there is a substantial mileage. These figures also 
show that 20 major oil companies account for 75 percent of the total 
barrels of oil transported through pipelines in the United States. I 
take it that these figures would compare with the information the 
Antitrust Division is compiling on this subject. 

Mr. Hansen. I'd say they do. 

Mr. Harkins. Mr. Chairman, I’d like to insert in the record these 
tables prepared by the Interstate Commerce Commission. 

The CHatrman. It will be accepted. 

(The documents referred to are as follows :) 
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TWENTY Masor Or. COMPANIES : INTERESTS IN PIPELINES 


(The following information is obtained from Moody’s Industrial Manual, 
1957, and ICC Transport Statistics in United States, 1956, pt. 6:) 
1. Standard Oil Co. (New Jersey) : 
Pipeline group: 

Esso Standard Oil Co., Delaware (100 percent) (operating and 
marketing) 

Tuscarora Pipe Line ©o., Ltd., Pennsylvania (99.97 percent) 

Interstate Oil Pipe Line Co., Delaware (100 percent) 

Yellowstone Pipe Line Co. (40 percent) 

Humble Oil & Refining Co., Texas (88 percent) 

Humble Pipe Line Co., Texas (100 percent) 

Plantation Pipe Line Co. (49 percent) 

2. Gulf Oil Corp. : 
Pipeline group: 

Gulf Refining Co., Delaware (100 percent) (pipeline) 
Casa Products System (50.6 percent) (pipeline) 
Evangeline Products System (40.5 percent) (pipeline) 
Harbor Products System (25.1 percent) (pipeline) 
Mesa Pipe Line System (61 percent) 

Project Five Pipe Line Corp. (69 percent) 

Southeastern Pipe Line Co. (52.5 percent) 

Warren Petroleum Corp., Delaware (100 percent) (operating) 

Okan Pipe Line Co. (100 percent) 

West Texas Gulf Pipe Line Co. (57.7 percent) 

Detroit Southern Pipe Line Co. (20 percent) 

New affiliate: Laurel Pipe Line Co. (40 percent) in 1958 will build 
and operate a new 440-mile ($50 million) products pipeline from 
Philadelphia to Pittsburgh and Cleveland. Other companies par- 
ticipating are Sinclair Pipe Line Co. (35 percent) and Texas 
Co. (25 percent) 

8. Socony Mobil Oil Co., Inc. : 
Magnolia Petroleum Co., Texas (99.999 percent) (producing and mar- 
keting) 

Magnolia Pipe Line Co. (99.996 percent ) 

4. Standard Oil Co. (Indiana) : 
Pan American Petroleum Corp., Delaware (100 percent) (producing) 

Yount-Lee Pipe Line Co., Texas (100 percent) 

Service Pipe Line Co.,’ Maine (100 percent) 
American Oil Co., Maryland (100 percent) (holding) 

Fairfax Pipe Line Co., Delaware (100 percent) 

Bayou Pipe Line System (25.1 percent) 
5. The Texas Co.: 
The Texas Pipe Line Co., Texas (100 percent) 

Basin Pipe Line System (46.2 percent) 

East Texas Main Line System (43.6 percent) 

Evangeline Products System (23.8 percent) 

Harbor Products System (35.4 percent) 

Ozark Pipeline System (44.4 percent) 

Sheerin-Amarillo-Abernathy-Lubbock Products System (31.1 per- 
cent) 

Valley Pipe Line Co., California (100 percent) 

Badger Pipe Line Co., Delaware (22 percent) 

Kaw Pipe Line Co., Delaware (33.33 percent) 

Texas-New Mexico Pipe Line Co., Delaware (45 percent) 
Texaco-Cities Service Pipe Line Co., Delaware (50 percent) 
Wolverine Pipe Line Co., Delaware (25 percent) 

Wyco Pipe Line Co., Delaware (40 percent) 

Great Lakes Pipe Line Co. (12.1 percent) 


oa"? the Ora Pipe Line System purchased from Pan-Am Southern Corp., August 1, 
6. 
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6. Shell Oil Co. (subsidiary of Shell Caribbean Petroleum Co.) : 
Royal Dutch Shell Associates (international organization) 
Shell Caribbean Co. (100 percent) (Western Hemisphere) 
Shell Oil Co., Delaware (65.38 percent) (domestic) United 
States 
Shell Pipe Line Corp., Maryland (100 percent) 
Inland Corporation (30 percent) (pipeline) 
Plantation Pipe Line Co. (24 percent) 
Wolverine Pipe Line Co. (40 percent) 
Butte Pipe Line Co. (60 percent) 
7. Standard Oil Company of California: 
Pipe line group: 
California Co., California (100 percent) (production, marketing, 
pipeline) 
California Pipe Line Co., Nevada (100 percent) 
Salt Lake Refining Co., Nevada (100 percent) (refining) 
Salt Lake Pipe Line Co., Nevada (100 percent) 
Standard Gas Co., Idaho (100 percent) (gas) (southern California) 
Standard Oil Company of Texas, Delaware (100 percent) (produc- 
tion and marketing) 
Pasotex Pipe Line Co., Delaware (100 percent) 
Standard Pipe Line Co., California (100 percent) (California) 
Four Corners Pipe Line Co., Delaware (25 percent) (new) 
8. Sinclair Oil Corp. 
Pipeline group: 
Sinclair Pipe Line Co., Delaware (100 percent) 
Basin Pipe Line System (13.4 percent) 
Casa Products System (49.4 percent) (pipeline) 
Cushing-Chicago Pipe Line System (88.4 percent) 
Evangeline Products System (20.4 percent) (pipeline) 
Harbor Products System (39.4 percent) (pipeline) 
Rancho Pipe Line System (22.4 percent) 
Platte Pipe Line Co. (25 percent) 
9. Cities Service Co. : 
Pipeline group: 
Cities Service Pipe Line Co. (100 percent). 
Basin Pipe Line System (8.9 percent). 
East Texas Main Line System (36.4 percent). 
Mesa Pipe Line System (14.5 percent). 
Spraberry Pipe Line System (50 percent). 
Texaco-Cities Service Pipe Line Co. (50 percent). 
Cherokee Pipe Line Co. (50 percent). (See Continental Oil Co., 50 
percent). 
Wolverine Pipe Line Co. (35 percent). 
Kaw Pipe Line Co. (3314 percent). 
Badger Pipe Line Co. (32 percent). 
Teche Pipe Line Co. (32 percent). 
Evangeline Products System (15.3 percent) (pipeline). 
West Texas Gulf Pipe Line Co, (11.4 percent). 
Texas-New Mexico Pipe Line Co. (10 percent). 
Great Lakes Pipe Line Co. (5.2 percent). 
10. Phillips Petroleum Co. : 
Phillips Pipe Line Co., Delaware (100 percent). 
Rancho Pipe Line System (5.6 percent). 
Spraberry Pipe Line System (50 percent). 
Great Lakes Pipe Line Co. (5 percent). 
11. Sun Oil Co. : 
Pipeline group: 
Sun Oil Pipe Line Company of Michigan (100 percent). 
Sun Pipe Line Company of Illinois (100 percent). 
Sun Pipe Line Co. (100 percent). 
Mesa Pipe Line System (6.2 percent). 
12. Atlantic Refining Co. : 
Atlantic Pipe Line Co.,? Pennsylvania (100 percent). 
Bayou Pipe Line System (6.8 percent). 


2 Formerly Keystone Pipe Line Co. and Buffalo Pipe Line Co. merger and name changed 
as of December 31, 1955. 





CONSENT DECREE PROGRAM—DEPARTMENT OF JUSTICE 67 


13. Continental Oil Co. : 
Pipeline group: 
Continental Pipe Line Co., Delaware (100 percent). 
Pioneer Pipe Line Co., Delaware (65 percent). 
Great Lakes Pipe Line Co. (29 percent). 
Cherokee Pipe Line Co. (50 percent). 
Platte Pipe Line Co., Delaware (20 percent). 
St. Charles Pipe Line Co. (50 percent). 
Yellowstone Pipe Line Co. (40 percent). 
Four Corners Pipe Line Co. (10 percent). 
14. Mission interests: 
Getty Oil Co. (81.1 percent owned by J. Paul Getty) : 
Mission Corp. (47 percent) (investments) 
Skelly Oil Co. (59.4 percent) (pipeline) 
Great Lakes Pipe Line Co. (14.2 percent) 
Mission Development Co. (10.4 percent) (investments) 
Tidewater Oil Co. (47.4 percent) (production) 
Tidewater Pipe Line Co. (100 percent) 
East Texas Main Line System (20.0 percent) 
The Tide-Water Pipe Co., Ltd. (99.99 percent) 
Bradford Transit Co. (50 percent) 
15. The Pure Oil Co. : 
Pipeline group: 
Pure Transportation Co., Ohio (100 percent). 
Bayou Pipe Line System (15.9 percent) 
Cushing-Chicago Pipe Line System (11.6 percent) 
Mesa Pipe Line System (8.8 percent) 
Sinclair Pure Microwave System (10.4 percent) 
Detroit Southern Pipe Line Co., Michigan (51.0 percent) 
Sabine Transportation Co., Inc., Delaware (51.0 percent) 
16. Union Oil Company of California : 
Yellowstone Pipe Line Co.* (14.0 percent) 
17. Standard Oil Co. (Ohio) : 
Pipeline group: 
Sohio Pipe Line Co.,* Delaware (100 percent) 
Mesa Pipe Line System (9.5 percent) 
Mid-Valley Pipeline Co. (50 percent) 
Inland Corp. (50 percent) (pipeline) 
Miami Valley Corp. (50 percent) (pipeline) 
Owensboro-Ashland Co. (50 percent) (pipeline) 
Ohio River Pipe Line Co. (50 percent) 
West Texas Gulf Pipe Line Co. (9 percent) 
18. The Ohio Oil Co. : 
Illinois Pipe Line Company of Texas (100 percent) 
Platte Pipe Line Co. (25.0 percent) 
19. Sunray Mid-Continent Oil Co.: 
Pipeline group: 
Oklahoma Mississippi River Products Line, Ine® (50 percent) 
D-X Sunray Oil Co. (100 percent) (service company) 
Mid-Continent Pipe Line Co. (100 percent) 
Sunray Coastal Pipe Line Co., Delaware (100 percent) 
Great Lakes Pipe Line Co.’ (18.5 percent) 
20. Standard Oil Co. (Kentucky) : 
Plantation Pipe Line Co. (27.1 percent) 


8 In 1956 company had 1,270 miles of trunk and gathering lines in the State of California. 

Company operates 54 miles of gathering and 27 miles of trunklines owned by other 
companies and 49 miles of lines leased to other companies. Company’s portion of Mesa 
system and 8 miles of line owned jointly with 4 other companies are operated by Gulf 
Refining Co. Also Phillips Pipe Line Co. operates 19 miles of gathering lines jointly 
owned with company. 

6 Company operates 35 miles of line owned by Great Lakes Pipe Line Co. 

®PD-X Sunray Oil Co., organized in 1955, operates the pipelines and performs other 
services in the overall system. Pipeline system is operated through D—X’s wholly owned 
subsidiary Mid-Continent Pipe Line Co. 

7 Company operates 46 miles of line owned by other companies. 
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Mr. Harkins. It is true, is it not that this control of crude oil pipe- 
lines makes it possible for the major integrated companies to dis- 
criminate against independent producers of crude oil and to deprive 
them of a market for their oil? Would you agree with that? 

Mr. Hansen. It is certainly possible. 

Mr. Harkins. And it is also true is it not that the control of the 
crude-oil pipelines makes it possible for the majors to discriminate 
against independent refineries by depriving them of access to sources 
of supply ? 

Mr. Hansen. That is in line with what I testified to this morning. 

Mr. Harkins. Yes, you so indicated in your statement. Despite 
the crucial importance of oil pipelines it is true, is it not, there has been 
no antitrust litigation specifically directed at the antitrust problems 
that grow from oil pipeline control and abuse of that control since the 
case in 1940 against the American Petroleum Institute ? 

Mr. Hansen. No, that is not true. The Mother Hubbard case was 
dismissed I think in 1951, was it not, and we now have pending on the 
west coast a case involving that very problem, and we hope that case 
will get to trial next year, I hope early next year. 

The Cuarrman. When was that west coast case instituted ? 

Mr. Bricks. Fifty-three. 

The CHarmman. Fifty-three. 

Mr. Bricks. I think so. 

The CHarrman. And the Mother Hubbard case was dismissed in 
1951 ¢ 

Mr. Bricks. Yes, sir. 

The CHarrMan. But between 1941 and the Mother Hubbard case 
in 1951, there were no actions of an antitrust nature? 

Mr. Hansen. Unless you consider the case that we have under con- 
sideration here. 

Mr. Harkins. To clarify the record, I believe the west coast oil 
case was filed on May 12, 1950; is that correct? 

Mr. Hansen. I made a guess. I thought it was 1952. Certainly 
before my time. 

Mr. Harkins. The basis of that statement is a letter dated June 13, 
1955, from Judge Barnes to Chairman Celler. Judge Barnes de- 
scribed in that letter the allegations of the west coast case complaint 
and generally the oil industry program of the Antitrust Division. 

Mr. Hansen. Let us bear this in mind. I do not question that is 
the correct date, but one of the first things that I did when I came in 
was to amend that complaint completely and pinpoint what we felt 
we were able to prove, so the case really from a Fis] Mekdooint almost 
stems from a little over a year ago. 
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Mr. Harkins. Does this case involve pipelines east of the Rockies? 

Mr. Hansen. No, sir. 

Mr. Harkins. Is it primarily a pipeline case? 

Mr. Hansen. To select which is the most important phase of it, I 
suppose from the emphasis we are placing on pipeline we could w ell 
say that is true, but there are certainly other aspects of the case that 
are vitally important. 

Mr. Harkins. It is true, is it not, that the oil a and the 
pipelines involved in the Atlantic Refining case include virtually all 
of the major oil companies and common carrier pipelines in the United 
States that were in existence in 1941 ? 

Mr. Hansen. I think they attempted to cover the ground. 

Mr. Harkins. And you would agree, would you not, that the con- 
sent decree entered in the Atlantic Refining case includes v irtually all 
of the interstate transportation facilities of the oil industry as of that 
time ? 

Mr. Hansen. I think it did. 

Mr. Harkins. And the complaint in the Atlantic Refining case 
listed 20 major oil companies and 59 pipeline companies; did it not? 

Mr. Hansen. I gave the list, I think, in my statement here. 

Mr. Bicxs. That is correct. 

Mr. Harkins. At the request of the subcommittee, the Interstate 
Commerce Commission has prepared a table which shows the extent of 
the coverage of the oil industry by the companies that are subject to 
this decree, according to the list that you have submitted to the 
committee. 

This table shows that the pipeline companies who report to the 
Attorney General under this consent decree, accounts for 90,165 miles 
of crude oil pipelines and 22,372 miles of product pipeline. That is, 
respectively, 80 percent and 76 percent of the total mileage in the 
industry. 

Does this accord with the information that is available to the Anti- 
trust Division ? 

Mr. Hansen. Substantially. It may exactly compare, but I know 
of no difference. 

Mr. Harkins. Judge Hansen, are the companies that are involved 
in the Atlantic Refining decree the companies that are also the subject 
of the FBI investigation that you discussed this morning ? 

Mr. Hansen. It goes much beyond that. 

Mr. Harkins. There are more pipeline companies 

Mr. Hansen. Yes, sir. 

Mr. Harkins. Being investigated by you than are subject to this 
decree; is that right ? 

Mr. Hansen. Yes, sir. 

Mr. Harkins. Mr. Chairman, I offer this table for the record. 

The Cuarrman. That will be accepted. 

(The table referred to is as follows :) 
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Mr. Harxins. Judge Hansen, do you have any estimate of what the 
Government would have recovered if it had prosecuted successfully 
its program with respect to violations of the Elkins Act against the 
companies that are named in the Atlantic Refining case? 

Mr. Hansen. No, sir, I do not. I have set forth the figures in the 
specific cases we felt were 

The Cuarrman. I think the figures are astronomical. 

Mr. Hansen. They are to me. 

Mr. Harkins. Mr. Chairman, I would like to read into the record 
at this time a statement that was secured in the files of the Interstate 
Commerce Commission, and the statement is entitled “Background of 
Consent Decree in Civil Action No. 1406, on December 23, 1941.” 

Mr. Keatrnc. Whose statement is this ? 

Mr. Harxrns. It is an unsigned statement, sir, that was in the files 
of the Interstate Commerce Commission, in a file that was classified 
as “consent decree file.” 

Mr. Keatine. What good is an unsigned statement ? 

Mr. Harkins. The purpose of the question is to ask whether the 
amount of money set forth in this statement accords with Judge Han- 
sen’s interpretation of what 

The Cuarrman. Ask him the question without reference to this 
document. 

Mr. Harkins. Would you say, Judge Hansen, that the Government 
could have recovered, if it had prosecuted successfully all of the de- 
fendants named in the Atlantic Refining case, that the Government 
could have recovered $1,500 million ? 

Mr. Hansen. I have no way of knowing at all. In our investiga- 
tion, we found in some instances that contentions that were made in 
some particular instances were inaccurate, and when we went into 
the accounting of it we found that we were wrong. 

We filed the cases here which involve what we thought were facts 
that we were able to prove. I could not speculate as to what might 
have been recovered or whether they would have recovered at all. I 
would have to know what the facts were. 

Likewise, I do not know on this one case where we have a civil 
contempt rather than a motion, would you take that amount of money 
that is involved there as being recoverable or would you just simply 
say it had tobe retained. I would not speculate on it. 

Mr. Harkins. Mr. Chairman, at this point I would offer in the 
record a colloquy on March 28, 1944, in the Congressional Record, 
between Senators Gillette and Langer. Senator Gillette said: 








At this point I interpolate to say that the consent decree was in settlement 
of a suit filed for the recovery of a billion and a half dollars assessed as 
penalties for violation of a Federal statute, but a consent decree was filed. 

Mr. LANGER. How much of the billion and a half dollars did the Government 
obtain? 

Mr. GritettTe. As I recall the consent decree, the Government waived its claim 
to approximately a billion and a half dollars in penalties, and obtained the 
assurance that the companies would go and sin no more. 

Mr. Lancer. That is, the pipeline companies kept a billion and a half dollars? 

Mr. Griterte. They have it as yet. The Government did not get any of it. 

Mr. LANGER. And the lawsuits are over? 

Mr. GIttette. That lawsuit is over. 





: 
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(The excerpt referred to is as follows :) 


(Congressional Record, Senate, Mar. 28, 1944, pp. 3168-3164] 
O1t COMPANIES AND PIPELINE FACILITIES 


Mr. Grttetre. Mr. President, during the 76th and 77th Congresses the late 
lamented Senator Borah, of Idaho, and I introduced certain legislative proposals 
looking to the divorcement of the functions of integrated oil companies from 
the profits of the pipeline owners. I did not renew the proposals in the present 
Congress, because I was led to believe that certain civil suits instituted by the 
Department of Justice had accomplished the end of denying the profits accruing 
by way of the operation of these facilites. 

Under date of February 7, 1944, I addressed a letter to the Honorable Francis 
Biddle, Attorney General, and received a reply from him under date of Febru- 
ary 22, 1944, from which I shall read one paragraph. 

Mr. LANGER. Will the Senator from Iowa yield? 

Mr. GILLerTe. I yield. 

Mr. LANGER. Will not the Senator please read it all? I am very much inter- 
ested in the subject. 

Mr. GILLeTTe. I intend to put both letters in the record. 

Mr. LANGER. The matter is of such great importance that I should like to 
have the Senator read his letter and the reply. 

Mr. GILLetTe. My letter reads as follows: 

“Fresruary 7, 1944. 
“The honorable FRANCIS BIDDLE, 
“Attorney General of the United States, 
“Washington, D.C. 

“Dear Mr. BrppLe: As you know, up through the 77th Congress I sponsored 
legislation proposing a divorcement of the functions of the integrated oil com- 
panies with particular emphasis on divorcement of pipelines from their shipper- 
owners. 

“I did not renew my proposals in the present Congress, because I was led to 
believe that certain civil suits instituted by your Department had accomplished 
the end of denying profits in transportation of oil by pipelines to their shipper- 
owners. 

“With a view to what may happen in the postwar era as to the established 
pipelines and those built for war purposes, and to determine whether legisla- 
tion supplemental to the Antitrust, Interstate Commerce, and the Elkins Acts, 
is necessary, will you be kind enough to advise me as to whether I have been 
correctly assured that the litigation removed the rebating practices? In other 
words has the consent decree been obeyed and has it brought about a reduction 
in pipeline tariffs and the discontinuance of the payment of transportation 
profits to the integrated oil companies? 

“Also, can you advise me whether the steps taken thus far by your Depart- 
ment have resulted in the use of pipeline facilities by others than their integrated 
owners? 

“Sincerely.” 

The letter was signed by me. The reply of the Attorney General, dated 

February 22, 1944, is as follows: 
“OFFICE OF THE ATTORNEY GENERAL, 
“Washington, D. C., February 22, 1944. 
“Hon. Guy M. GILLerre, 
“United States Senate, 
“Washington, D. C. 

“My Dear SENATOR GILLETTE: In further reply to your letter of February 7, 
1944, inquiring as to the effect of oil pipeline litigation upon the earnings, tariffs, 
and use of pipelines, Assistant Attorney General Berge has informed me that 
litigation has been instituted under the Antitrust and Elkins Acts. The anti- 
trust case, United States v. American Petroleum Institute et al., has been con- 
tinued until the termination of the war. The Elkins Act cases were consoli- 
dated and a consent judgment was entered on December 23, 1941, in United 
States v. The Atlantic Refining Co. et al.” 

At this point I interpolate to say that the consent decree was in settlement 
of a suit filed for the recovery of a billion and a half dollars assessed as penal- 
ties for violation of a Federal statute, but a consent decree was filed. 
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Mr. LANGER. How much of the billion and a half dollars did the Government 
obtain? 

Mr. Gitterre. As I recall the consent decree, the Government waived its claim 
to approximately a billion and a half dollars in penalties, and obtained the assur- 
ance that the companies would go and sin no more. 

Mr. LANGER. That is, the pipeline companies kept a billion and a half dollars? 

Mr. GiLtLerTe. They have it as yet. The Government did not get any of it. 

Mr. LANGER. And the lawsuits are over? 

Mr. GiILLeTTeE. That lawsuit is over. I read further from the letter of the 
Attorney General: 

“The consent judgment, United States v. The Atlantic Refining Co., provides 
that a defendant pipeline carrier shall not pay to its shipper-owner any part 
of earnings from transportation in excess of the owner’s share of 7 percent of 
valuation which is defined in the judgment. All earnings in excess of the 7 per- 
cent are required to be held in a special surplus account which can be used for 
designated purposes only. Thus the defendant oil company may receive profits 
from its own pipelines to the extent of 7 percent of valuation.” 

Again I interpolate, that is a provision of the consent decree, that from that 
time on they would be limited to 7 percent, and the balance would be paid into 
a special fund, but the Government waived its claim to the billion and a half 
dollars of penalties imposed for derelictions which had previously occurred. 

I quote further from the letter : 

“The judgment requires each defendant carrier to file an annual report with 
the Department showing operations under the provisions of the judgment. Re- 
ports for the calendar year 1942 are the latest on file, and they reflect a general 
compliance with the judgment except for approximately 10 companies who have 
used special surplus funds to make prohibitive payments to shipper-owners. 
Consideration is now being given to these exceptions so as to enforce compliance 
with the provisions of the decree. 

“The Department is not in a position to inform you with regard to reduction of 
pipeline tariffs resulting from the entry of the judgment without making an 
exhaustive study of the tariff structure of 59 pipeline companies. The fact that 
22 of the carriers placed an aggregate of $15,500,000 in the special surplus fund 
during 1942 would indicate that those carriers had maintained tariffs at levels 
which resulted in their net profits being in excess of 7 percent of valuation. I 
might suggest that, since the Interstate Commerce Commission has pending two 
dockets designed to reduce pipeline tariffs, additional information on the subject 
might be on file with the Commission. 

“As to the question of the use of pipeline facilities by others than their inte- 
grated owners, we are of the opinion that there has been some such use during 
the present emergency since, at the request of the Petroleum Administration for 
War and the Office of Defense Transportation, the Antitrust Division joined with 
the Interstate Commerce Commission to assure the oil companies that the ques- 
tion of common-carrier status would be determined without reference to acts of 
transportation which are performed exclusively in response to the request or 
direction of the Director of the Office of Defense Transportation or the Petroleum 
Administrator for War. 

“Without passing upon the merits of legislation, referred to in your letter, 
the Department, of course, never intended that litigation be considered as a 
substitute for legislation designed to divorce pipelines from their shipper-owners. 

“T shall be pleased to furnish you with any additional information that you 
may require. 

“Sincerely, 
“FRANCIS Brppie, Attorney General.” 


Mr. President, in view of the fact that I have read the correspondence into 
the Record as a part of my remarks, I shall not request that the letters be printed 
in the Record. 

I might add, before I take my seat, that, as soon as the war exigency shall be 
ended, if I happen to be in a position to do so, I shall reintroduce the proposed 
legislation, and, if I shall not be in a position to do so, I shall try to see that 
someone else introduces it. 


The Cuatrman. I will accept that as a self-serving declaration. 
There is no proof. They are just the opinions of two distinguished 
Members of the other body. 
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Mr. Hansen. [had nothing to do with that. A predecessor of mine, 
Thurman Arnold, made that decree. 

Mr. Keatine. The Senate Judiciary Antitrust Committee is today 
conducting hearings on the steel industry, and I hope they will be 
equally gracious in accepting remarks that our chairman has made 
about the steel indust ry. Weshould put those in the record over there 
to show proper comity between the two parties. 

The CuatrMan. It is not a one-way street, as far as the other body 
is concerned; I know that. 

Mr. Keatrnea. The chairman has contributed a great deal more to 
the steel controversy than Messrs. Gillette and Langer and all the rest 
of the Senate combined have contributed to this controversy, and I 
think it is no more than fair to give adequate recognition. 

The Cramman. As I said, those statements are not bolstered by 
specific facts and figures; they are simply statements of two distin- 
guished Members of the other body. 

Mr. Harxtns. Judge Hansen, has the Antitrust Division in its rec- 
ords a computation made of the amount of money that could have been 
recovered in these lawsuits ? 

Mr. Hansen. Are we speaking of the original one that resulted in 
a consent decree in 1941 ? 

Mr. Harkins. In 1941. No; specifically, we are talking about, I 
believe you stated this morning, 59 compl: tints the Department was 
prepared to file in 1940, and it filed 3 of them. You stated that in 
your statement. 

The question is: Is there a computation in the files of the Depart- 
ment of Justice that indicates how much money the Department of 
Justice could have collected ? 

Mr. Hansen. I will have tocheck. I would like to have Mr. Kilgore 
answer the question. 

Mr. Krrcore. I understand that the committee had previously re- 
quested information with regard to this figure. I had looked at the 
file, and, while T find some reference in the file—and I am speaking 
now of the Department file itself—there are some statements with 
regard to total amounts of money which the Government would have 
obtained had it won every lawsuit and the court had awarded triple 
damages. But I, personally, have no knowledge as to how those total 
figures were arrived at. 

“Mr. Harkrxs. What were the tot al figures, Mr. Kilgore? 

Mr. Krreore. I do not think I should disclose those, because I have 
no way of knowing whether those figures were valid, whether they 
were estimates, whether they were preliminary computations. 

The CuHatrman. They were in your records? 

Mr. Kireorr. Yes, sir. 

The Cuarran. In the records of the Department of Justice ? 

Mr. Kircore. Yes, sir. 

Mr. Kratrna. When wasthis? What year was this? 

Mr. Raabe: Oh, it goes back to about 1940, 1941, and 1942. 

Mr. Kratine. There is no way now, is there, Judge Hansen, that 
you can get back this $2 billion that your predecessors gave away ? 

Mr. Hansen. No, sir: there is not, and, as I say, if they made the 
consent decree and waived the money at that time, I suppose the 
Government is bound by it. 
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Mr. Harkins. Mr. Hansen, in view of the significance of the con- 
sent decree in the Atlantic Refining case, you would agree, would you 
not, that the head of the Antitrust Division should be vitally con- 
cerned with its enforcement ? 

Mr. Hansen. I agree 100 percent, and I thought I was as emphatic 
on that point as I could be this morning. I am interested in that. 

Mr. Harxrns. It is also true, is it not, that the enforcement of the 
provisions of this decree should be a matter of concern to the Con- 

ress ? 

Mr. Hansen. I should think it would be of concern to everyone. 

Mr. Harkins. Would you not agree that the Congress has the 
right to know exactly what the Department of Justice has done to 
enforce this decree ? 

Mr. Hansen. I do not know how I could have been more specific 
than J was in my 47-page statement this morning. I tried to cover 
every phase of enforcement and what we had done and what we 
hoped to do, and we made recommendations. 

The Cuarrman. There is no question whether you think that Con- 
gress should evince an interest in the enforcement of this decree ? 

Mr. Hansen. Very definitely I do, and I think they have. 

Mr. Harxrns. Do you believe that you have given wholehearted co- 
operation to this committee with respect to its inquiries ? 

Mr. Hansen. If I have not, it has not been called to my atten- 
tion. 

Mr. Harkins. Is it not a fact that you have not complied with 
most of the committee’s requests for information about the enforce- 
ment of the decree in the Atlantic Refining case ? 

Mr. Hansen. Not to my knowledge. 

Mr. Harkins. On April 3, 1957, at the inception of our investiga- 
tion, the chairman requested from you a chronological statement of ac- 
tions taken by the Antitrust Division with respect to supervision and 
enforcement of the consent decrees entered in six specific cases, in- 
cluding the Atlantic Refining decree. With respect to five of those 
cases, your office supplied to the committee the requested statements 
in detail by May 3. 

With respect to the Atlantic Refining case, however, it is true, 
is it not, that the chairman had to remind you on two separate oc- 
casions that you had not supplied the requested statement? That 

was on May 7 and again on June 22; is that right ? 

Mr. Hansen. I am sure, with the experience you had in the in- 
vestigation of this matter, you know it is something that you do 
not do overnight—and we have been spending months and months 
on this matter—that there was much time spent before I ever got 
into it. 

I may have been delayed in replying, which I am sure that I was, 
simply looking at the dates of the inquiry and the answer to it. 

But I do not think from a factual standpoint I can be charged with 
lack of cooperation or failure to go forward with it. I certainly 
do not feel if I get an inquiry about a matter, that that, unless there 1s 
some indication that it has a priority over everything else, that I 
take my staff off of pending cases and put them all to get together the 
facts that might be needed. 

I did not understand that there was any great rush that required 
that. 
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Mr. Harkins. However, the fact remains that the original request 
was made on April 3, you were reminded on May 7 and on June 22. 

Is it not also true it was not until July 2 that you did supply to 
the committee a statement on the enforcement activity in the Atlantic 
Refining case ? 

Mr. Hansen. And I think that is pretty rapid. 

Mr. Kearine. That is quicker than we get a bill through this 
committee, I will tell you that. 

Mr. Hansen. I hope, frankly, on a job of this size, that we can do 
it that quickly 1 in each instance. 

The Cuarrman. We Democrats could get it through far quicker 
than that if we did not have the opposition on the other side. 

Mr. Kratine. Sometimes there is a difference of agreement within 
the committee and within the parties. That has happened in rather 
important legislation in the last session. 

The Cuamman. As a matter of fact, I want to say that Brother 
Keating and I have cooperated, and we have done things pretty well 
together, and gotten them through fairly rapidly. 

Mr. Keatrne. But there are times when we disagree. 

The CHatrMan. Go ahead. 

Mr. Harkins. In contrast, Judge Hansen, to the detailed statements 
supplied with respect to the other consent decrees that we specifically 
referred to, in the case of the Atlantic Refining decree your statement 
consisted of but three short paragraphs and contained little infor- 
mation of value to the committee; is that not true? 

Mr. Hansen. I have not been before you on the others yet, and I 
assume, when I am, I will have just as complete a statement as I gave 
here today in most cases. 

Mr. Harkins. Mr. Chairman, I would like to submit at this time 
the statement of the enforcement record of the Department of Justice, 
submitted by the Antitrust Division. 

The CuarrMan. It will be accepted. 

Mr. Keating. With regard to the Atlantic Refining case? 

Mr. Harkins. Yes, sir. 

The Cuarrman. It will be accepted. 

(The information referred to is as follows :) 


UNITED STATES v. THE ATLANTIC REFINING Co., ET AL. (DistRICT OF COLUMBIA) 
(Civ No. 14060) 


The complaint in this case was filed December 23, 1941, and a consent judg- 
ment was entered on December 23, 1941. 

On August 3, 1942, the judgment was modified by a supplemental judgment 
applicable to the Great Lakes Pipe Line Co. (a copy of which supplemental judg- 
ment has been furnished to the committee). 

From the time of the entry of the judgment to date, no enforcement action 
has been filed in court but the judgment has been “policed” in the following 
manner: Numerous letters have been written to the defendants in connection 
with the annual reports which the defendant pipeline companies are required by 
paragraph VIII to file with the Attorney General; there have been 31 official 
interpretations (some oral and some in writing) by the Department of various 
provisions of the judgment and three investigations have been conducted by the 
Federal Bureau of Investigation. 


Mr. Harrys. In your abbreviated statement you indicated there 
have been 31 official interpretations of the various provisions of the 
judgment by the Department. 
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On July 12, the chairman requested that you supply to the subeom- 
mittee copies of all written interpretations and an explanatory state- 
ment of each oral interpretation that had been made by the Depart- 
ment of Justice. 

This request was refused in a letter signed by Mr. Bicks dated July 
31,1957. 

Now, it is true, is it not, that these interpretations have been 
compiled in one volume? 

Mr. Hansen. I would like to ask the chairman whether he feels 
where we have got pending litigation and we have got possibly a num- 
ber of other cases, that we should prejudice the possible interests of 
the Government by disclosing opinions that might be read out of con- 
text. 

The Cuarrman. Is there anything pending on the Atlantic case? 

Mr. Hansen. Four of them we just filed, and I indicated we are 
filing others. It is exceedingly embarrassing. 

The Cuatrman. I think at the time the request was made there was 
nothing pending. 

Mr. Hansen. There certainly was, in the process of preparation of 
the complaints. 

Mr. Broxs. Mr. Chairman, may I just read the one paragraph that 
set forth the basis of our denial ? 

In response of the two requests for information contained in your letter 
of July 12, 1957— 
this is July 31. That would be some 18 days, some 14 working days— 
your first request was for all official written interpretations and an explana- 
tory statement of each “official or all interpretations” that has been made of the 
various provisions of the decree in the U. 8. v. Atlantic Refining Company case. 

The Department is currently considering possible enforcement steps which 
involve these interpretations. Many of these so-called interpretations were 
little more than expressions of opinion as to the position that the Department 
might take if and when certain events were to occur. 

All were confined solely to specific individuals and at times unique problems 
and the Department might well urge that these prior interpretations had no 
bearing on any particular enforcement move contemplated now or in the 
future. 

Accordingly, to disclose such interpretations now, I believe, might complicate 
enforcement of the above judgment. 

Mr. Keatrna. I can hear counsel for one of these defendants in 
this litigation you have just filed picking up one of these interpreta- 
tions which may have been rather favorable to his position now and 
using that in his argument before the court. I think it might se- 
riously prejudice the Government’s case. 

The CHatrMan. Suppose we say to the gentleman from New York 
that those interpretations have been made public? You will see the 
testimony will disclose that in a minute. 

Mr. Hansen. I do not know of that. 

Mr. Bicxs. We do not know of that. 

Mr. Harkins. With respect to interpretations that you have given 
to private parties, it is true, is it not, that these interpretations that 
the subcommittee had requested had been given to the defendants ? 

Mr. Bicxs. In some instances. 

Mr. Hansen. I would like to get this clear. 

Is it the position of the committee that this administration and 
myself as the head of the Antitrust Division, if I disagree with a 
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legal decision that has been made by a predecessor of mine, I cannot 
now urge anything to the contrary ? 

The Cuamman. We do not w ant to place that interpretation on it. 
We would like to know if we can, if it is within the proprieties, we 
would like to know why the Department of Justice should give inter- 
pretations of the provisions of the decree to the defendants and at 
the same time refuse to supply these interpretations to a committee 
of Congress. 

Mr. Hansen. I do not know that we did give any to the defendants. 
I certainly have not given any. 

The CHarman. It may be that you have not, Judge, but I think 
you will find out a little later that they have been given. 

Go ahead. 

Mr. Bricks. Mr. Harkins, what is there in your request that gives 
you grounds for saying your interpretation of request was limited 
to those supplied to defendants? 

Mr. Harkins. You have your three-paragraph statement. You 
read the last paragraph of your three-paragraph statement that was 
submitted in the record. 

Mr. Bicxs. I do not have it. 

The CuarrmMan. You mean the abbreviated statement ? 

Mr. Harkins. Yes. 

Mr. Chairman, the request was based upon this statement: 

From the time of the entry of the judgment to date, no enforcement action 
has been filed in the court. The judgment has been policed in the following 
manner. Numerous letters have been written to defendants in connection with 
the annual report that defendant pipeline companies are required by para- 
graph 8 to file with the Attorney General. There have been 31 official inter- 
pretations, some oral and some in writing, by the Department of various pro- 
visions of the judgment, and 3 investigations have been conducted by the Fed- 
eral Bureau of Investigation. 


Now, on July 12, the chairman wrote you this letter: 


In connection with the statement transmitted with July 2 letter relative to 
the enforcement of the decree in the Atlantic Refining Co. et al. case, which had 
been requested in paragraph 10 (b) of my April 3 letter, it would be appreciated 
if you would furnish the following additional information: 

(1) I note your statement recites there have been 31 official interpretations, 
some oral and some in writing, by the Department of various provisions of the 
judgment. Only one interpretation of the judgment has been supplied to the 
Antitrust Subcommittee by the Department of Justice. That is the letter 
dated September 14, 1950, from Assistant Attorney General Burger to Service 
Pipeline Co. 

Accordingly, it is requested that the Department of Justice supply the Anti- 
trust Subcommittee copies of all other written intrepretations and an explanatory 
statement of the official or all interpretation that has been made of the various 
provisions of this judgment. 


Mr. Bicxs. I repeat my question, Mr. Harkins: What is there in 
that corres pondence which limits official interpretations to those that 
were given to particular defendants ? 

Mr. Harxrins. Have you any other interpretations? 

Mr. Bricks. I would think each time Judge Hansen makes a deci- 
sion to initiate an investigation under this judgment or any of his 
predecessors did, it assumed an official position regarding construc- 
tion of the judgment. 

Mr. Harxrys. Is there or is there not in the Antitrust Division a 
compilation of interpretations given to the defendants? 
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Mr. Bicxs. The compilation of interpretations and positions taken 
under this judgment is not broken down by whether or not they have 
been given to defendants. 

Mr. Harkins. Are there interpretations of the provisions of this 
decree that have been given to defendants that have not been given 
to this subcommittee ? 

Mr. Bricks. I do not know that. 

The Cuarrman. Can you check on that, Mr. Bicks, because it is 
very important? It may be that certain heads of Antitrust Divisions 
on future occasions may have differed. They may have had their 
reasons for their differences. They may have been good reasons. 
They may not have been good reasons. 

We would like to know the ch: inges, the circumlocutions that have 
developed over the years. One man says something who is head of an 
Antitrust Division. Another man says something else. Why? If 
it is an honest difference of opinion, we would like to know it. 

Mr. Keratine. But, Mr. Chairman, if you took up a lawsuit in the 
middle of it that I had been handling, you would not want to make 
public to the opponents in that lawsuit memorandums that I might 
have made in my file about how good a case we had or what was good 
about it or bad about it in a complicated case. 

I can understand Judge Hansen’s position that some predecessor 
may have made a statement in there which might be damaging to 
him in his present lawsuit against some of these pipeline companies, 
and he does not want to have it made a matter of public record while 
these cases are pending. 

The Cratrman. It is quite a different thing when a congressional 
committee asks for these interpretations. As a matter of fact, we have 
them. We have them all—almost all—I am informed. 

Why do we have to go to all kinds of extremes to get them? We 
have got them. 

If there is a reason why we should not have gotten them from the 
Department of Justice where they were in the first instance orig- 
inally? We got them in other ways. We got them in going through 
the files of the various defendants. They were given to the de- 
fendants. 

If they were given to the defendants, why should not the committee 
have them? There is no blame on you people. You were not there 
at the time. Go on with your examination. 

Mr. Harxrns. On July 12, the chairman also requested on the basis 
of your statement that you had submitted to the committee summaries 
of the factual results of the three FBI investigations that have been 
undertaken. 

The letter dated July 31, signed by Mr. Bicks, states: 


Each of the investigations consisted entirely of analyses by FBI accountants 
of the books and records of one or more of the defendants. 

The factual results of the reports are not susceptible of summary in the form 
of a statement, and any attempt to summarize reports would necessarily divulge 
some figures which were obtained by the agent with the understanding they 
would be published only in court. 


My question is this: Is there or is there not a memorandum pre- 
pared in 1953 that summarizes factually the results of the FBI in- 
vestigation ? 
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Mr. Hansen. This is shocking to me. I cannot understand how a 
committee here would want to try the lawsuit, prejudice the Govern- 
ment in the cases we have pending, asking us to give confidential files 
of results of the FBI investigation, damage possibly innocent defend- 
ants or possible defendants and just tie our hands in the prosecution. 
It is just beyond me. 

Mr. Keatrne. It is equally shocking to me, Judge Hansen. I do 
not think this is an area that we ought to go into at all with this liti- 
gation pending. It may prejudice the Government. It may prej- 
udice one of these defendants that is now brought into court. 

Mr. Hansen. That is correct. 

The Cuarrman. I do not agree with that, and I think we have a 
perfect right to go into it. We are not prejudicing anybody in this 
case. We want to know how this situation developed. 

Mr. Hansen. The question is asking me for these FBI reports, as 
I understand it? 

Mr. Harkins. We asked for the summary of the factual results of 
the FBI report. 

Mr. Hansen. What is the difference? 

Mr. Harkins. The arrangements that were made—— 

The CHarrman. Go ahaa with the questions. 

Mr. Harkins. The arrangements that were made with the staff of 
the Antitrust Division, according to counsel’s understanding, was that 
the Department of Justice would provide factual information con- 
cerning investigations on enforcement activities of the Judgment En- 
forcement Section with respect to this decree, and that any specific 
documents requested by the subcommittee would have to be cleared. 

It was my understanding also that the Department of Justice rep- 
resentatives could discuss all aspects of the Judgment Enforcement 
Section’s activity with respect to this decree except: (1) information 
that would disclose recommendations from the antitrust staff or any 
division of opinion among the staff with respect to enforcement, and 
(2) information that would disclose the identity of complainants to 
the Antitrust Division or to the FBI. 

Mr. Bicks, does that statement accord with your understanding of 
the arrangements that were made? 

Mr. Bicxs. I would add one further qualification, and that is: in- 
formation that would prejudice litigation contemplated or pending. 

Mr. Harkins. Was there any litigation pending at the time these 
arrangements were made when we came to see you in April 1957? 

Mr. Hansen. The West Coast case was pending for one, and we 
were in the process of the preparation of the four cases which we filed. 

Mr. Harkins. Judge Hansen, are you taking the position that Con- 
gress cannot find out what the enforcement activities with respect to a 
consent decree entered in the Atlantic Refining case were? 

Mr. Hansen. Not at all, but you are asking me for evidence that 
the FBI has disclosed, that I need in the trial of the cases. 

The Cuarrman. What effect would these reports have on the West 
Coast case? You use the West Coast case as a reason for not divulg- 
ing this information which relates to a case filed away back in 1940 
or 1941. 

Mr. Hansen. No, sir; you misunderstood me. I did not. He said 
there was no case pending. I said there was a case pending, and as 
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the chairman has brought out and it has been brought out here re- 
peatedly that this situ: ition involves the whole countr y, and it involves 
a whole industry, and here you can’t divorce one segment from the 
other. Facts and information that we get in one area are certainly 
valid in another. 

The Cuarrman. I accept as your answer, although with misgivings, 
that you and your colleagues are loath to give the information—didn’t 
give the information we had to get from other sources. Next 
question ¢ 

Mr. Harxtys. On April 18 the chairman requested copies of all 
correspondence in the period 1950-55 between the Antitrust Division 
and the various companies subject to the decree that involved activity 
by the companies that the Antitrust Division considered to be ques- 
tionable under the provisions of the decree; is that not true? 

Mr. Hansen. Are you reading from your letter ¢ 

The Carman. We just requested that of you. 

Mr. Harkins. That was our request. 

Mr. Hansen. I assume it is in the letter. 

The Cuarrman. That’s right. 

Mr. Harxrns. In the letter dated April 22, signed by you, Judge 
Hansen, the Department of Justice refused to submit the requested 
information on the ground that such correspondence “reflects almost 
completely the staff recommendations or differences in view,” is that 
not true? 

Mr. Hansen. That is correct and that is an additional reason. 
I would like to be heard on that. If we don’t have the complete free- 
dom of thought within our staff, I can’t get any assistance at all. We 
can’t have a group of “yes men” that are going to know if they have a 
difference of opinion from their colleague that they are going to be 
up here and the Department is going to be accused of having improper 
conduct. I depend on diversity of opinion. I expect that my section 
chiefs will give me their honest opinion about it, and I don’t know 
how we can function if we are going to turn over our files that contain 
these confidential expressions of honest people in arriving at a con- 
clusion. Now there is no field of law, I suppose, that is as controver- 
sial or is so involved not only with law but economics as the antitrust 
field, and certainly we have got differences of opinion and we have 
got to consider them, but I don’t feel that I should turn over those 
files and then be quoted or to have a defendant later come up and say, 
“Here the head of this section says that this was not a violation” or 
“this was.” 

The CHarrman. Those differences of opinion have been reflected 
already and they are in the possession of defendants. 

Mr. Hansen. I don’t know whether they are or not. 

The Crarrman. It doesn’t follow because there are differences of 
opinion; differences of opinion have been expressed that it would 
impinge upon the loyalty or integrity of the person who expressed 
the opinion. 

Mr. Hansen. I know you have had much experience in the trial of 
lawsuits and T have also; and I have sat on the bench and heard them 
and I know the devastating effect that contradictory statements made 
by parties on the other side can have that are used against you because 
someone in your division or someone in your office made some state- 
ment that was contrary to the position you are taking in court. 
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Mr. Keating. I am sure every lawyer has had that experience. 

Mr. Harkins. Judge Hansen, to repeat my original question, the 
chairman on April 18 requested copies of correspondence between 
the Antitrust Division and the various companies subject to the decree. 
My question is this: Since these letters were sent to the defendants, 
how would they reflect staff recommendations or differences in view ? 

Mr. Hansen. Unless those letters themselves contain the expressions 
of opinion and differences of views. I don’t know, I haven’t seen the 
letters. 

The Cuarrman. Would it be all right for the defendants to have 
those and not the committee of Congress ? 

Mr. Hansen. I can’t be accountable for some things that have been 
done by my predecessors including the decree that we are up here 
being heard on now. 

Mr. Harkins. These letters though are now in the possession of 
defendants. 

Mr. Hansen. I can’t answer that. I don’t know which ones they 
are but I’d be very happy to check them. 

Mr. Harkrns. All the letters that we are requesting are the letters 
that were written between 1950 and 1955 between the Antitrust 
Division and the various companies subject to the decree that involved 
activity by the companies that the Antitrust Division considered to be 
questionable under the provisions of the decree. 

Now do not the defendants have the letters that are contained in 
that request ? 

Mr. Hansen. I don’t know. Id be very pleased to check it, how- 
ever. We will be back here tomorrow again I understand. 

Mr. Keatine. And if the defendants do not have letters that were 
improperly sent out by your predecessors or that you don’t agree with, 
you don’t propose to give them those letters. 

Mr. Hansen. I would hope I wouldn’t have to. 

Mr. Harkins. On April 18, the chairman requested a copy of a 
memorandum prepared by W. B. Watson Snyder in March or April 
of 1942 addressed to Assistant Attorney General Arnold for Attorney 
General Biddle which explains why he refused to sign the decree. 
Why should not a memorandum of this type be deliv ered to a com- 
mittee of the Congress ? 

Mr. Hansen. Who signed the memorandum ? 

Mr. Harkins. W. B. Watson Snyder. 

Mr. Hansen. A member of the Division ? 

Mr. Harkins. Yes, sir. 

Mr. Hansen. Who differed with Thurman Arnold? 

Mr. Harkins. Yes, sir. 

The CHarrmMan. But he refused to sign this decree and consent to it. 
That is very important. 

Mr. Keatine. Judge Hansen probably would have refused to. 

Mr. Hansen, I think I would have agreed with him. 

Mr. Kearine. But still you have got a subordinate. You are asking 
for amemorandum from a subordinate to his superior. 

The Cuarmman. That’s right. 

Mr. Keatina. As to why he disagreed with the decision of his 
superior. 

The CHairMAN. Youare absolutely right. That is what we want. 
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Mr. Kratine. I'd like to see it myself but I don’t know whether 
it is proper to ask for it. 

The Cuarrman. Go ahead. 

Mr. Harkins. Now on May 7—— 

Mr. Keatrne. Who is Watson Snyder ? 

Mr. Harkins. Can you answer that, Mr. Bicks ¢ 

The Cuarrman. Do you know who he was ?/ 

Mr. Harkins. W. B. Watson Snyder? 

Mr. Bickxs. Yes; I do know who he is. 

The CuarrmMan. What was his title in the Department? 

Mr. Bicxs. I think his title would hardly do him justice, Mr. 
Chairman. 

The CHarrman. I can’t hear you. 

Mr. Bicks. His title would hardly do him justice. He was a man 
who was employed for some years in the Department. He worked 
primarily on oil matters. I do not believe he ever had any title. 

Mr. Kratrnea. Is he a lawyer? 

Mr. Bricks. I believe he went to law school but was not admitted to 
thebar. Thatis just the basisof hearsay. I do not know. 

Mr. Harxins. Was not his title at the time the API case was filed 
“Special Assistant to the Attorney General ?” 

Mr. Bicxs. I donot know of my own knowledge. 

The CHatrman. Mr. Kilgore, you bowed your head. Do you mean 
he was? 

Mr. Kitcore. From the papers that I have seen, he signed with that 
title, Special Assistant. How long he kept that title I do not know. 

Mr. Harxrins. On May 7, 1957, the chairman requested copies of all 
memorandums written by MacAsbill and W. B. Watson Snyder in the 
period July 1 to December 31, 1941, relative to the provisions of the 
complaint and the consent decree in the Atlantic Refining case, do you 
recall that letter ? 

Mr. Hansen. No, sir; I don’t. That is the first I have heard of it. 

Mr. Harktns. This request was declined on May 14,1957. What is 
your justification for refusing to provide information of this nature to 
a committee of Congress ? 

The Cuatrman. It concerned the provisions of the complaint—— 

Mr. Hansen. It is the same problem. 

The Cuatrman. This concerned the provisions of the complaint and 
the consent decree in the Atlantic Refining case. 

Mr. Hansen. If we are going to have free and open discussion within 
the Division, they must have the right of expressing adverse opinions. 
They may express an opinion today and after a conference will recog- 
nize that they were wrong, and the mere fact that you get a difference 
of opinion now doesn’t indicate that that was the final opinion that 
was made. 

We want to encourage free and open discussion and expressions of 
opinion on these matters. 

Mr. Keatrne. And you assume that back there when Mr. Biddle 
was operating the Department and Mr. Arnold, that their attitude was 
the same. 

Mr. Hansen. I don’t know. I have no knowledge personally. 

Mr. Keatrne. You feel under an obligation, do you, to protect the 
integrity of their decisions? 
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Mr. Hansen. And the integrity of the Department and the Gov- 
ernment. 

The CuarrmMan. Why do you say integrity of their decisions? You 
don’t know what it was. We don’t know what they were. 

Mr. Keatine. Their decision was to sign this decree, and apparently 
this Watson Snyder didn’t agree and apparently Judge Hansen doesn’t 
at least enthuse about it. And I'd be interested to know what they 
told Mr. Biddle and why he and Mr. Arnold went ahead and got out 
a decree of this kind, but I am not at all sure that it is proper for 
us as a congressional committee to bring in these differences of opinion 
within the Department. 

Mr. Harkins. The memorandums prepi ared by these gentlemen shed 
light upon the meaning of the terms of the decree and the staff’s 
objections to its acce ptance by the Government, would they not! 

Mr. Hansen. I don’t know whether they would shed light or dark- 
ness. Ihaven’t read it. 

Mr. Harkins. Has anybody here at the table read the memoran- 
dums written by Mac Asbil and W. B. Watson Snyder? 

Mr. Kireore. I have not been able to locate any memorandums in the 
files relating to the period of time that you spoke about. I have read 
numerous memorandums by Mr. Snyder and Mr. Asbill, among other 
things. 

Mr. Harkrns. Is it your answer that there are no memorandums in 
the files of the Department of Justice written by these gentlemen 
from July 1 to December 31, 1941, with respect to the Atlantic Refin- 
ing decree ? 

Mr. Karsrep. Not in that file. Not in that file. 

Mr. Brexs. Mr. Harkins, what was the date of the memorandum 
you asked for ? 

Mr. Harkins. That was a period from July 1 to December 31, 1941. 
Well, these gentlemen did participate in the negotiations, did they not 

Mr. Hansen. I wasn’t there. I don’t know whether they did or not. 

Mr. Harkins. Mr. Kilgore, do the records of the Department of 
Justice reflect that they participated in the negotiations for that 
period ? 

Mr. Kiieorr. Yes; from what the papers say, I would gather they 
were there ; yes. 

Mr. Harxrns. The defendants have information concerning the ne- 
gotiation of this decree, do they not ? 

Mr. Hansen. I don’t know whether they do. I assume those that 
took part in it certainly know what tr: anspired in it, but I have no 
knowledge of what transpired in the negotiations. 

Mr. Harkins. There was a negotiating committee, you stated this 
morning in your statement, organized by the Department of Justice. 
That committee had a secretary to keep minutes, and it kept the record 
of the negotiations. Is that not true? 

Mr. Hansen. It is my understanding. 

Mr. Harxrns. Therefore, is it not true that the defendants are 
advised fully with respect to the negotiations that surround this 
decree ? 

Mr. Hansen. That is a whole lot different from the ener con- 
cerning decisions to interpret the decree. That came later 

Mr. Harkins. You are not diseussing—— 
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Mr. Hansen. I suppose the committee certainly in doing its duty 
should have disclosed to those whom they represented what transpired 
in the negotiations, so as to that extent, I assume they knew. 

Mr. Harkins. On April 18, the chairman requested a copy of the 
memorandum prepared in 1953 in the Antitrust Division that sum- 
marized factually the results of an FBI investigation that had been 
undertaken with respect to the decree, together “with a copy of any 
definitions of the terms of the decree that had been given by the Anti- 
trust Division to the FBI in connection with the FBI’s investigation. 
Do you recall that request? This request was denied in a letter dated 
April 22, signed by you, Judge Hansen. 

W hy should a congressional committee not have the Antitrust Divi- 
sion’s definitions of the terms of this decree ? 

Mr. Hansen. You have asked me there to give you the summary of 
the FBI report and the factual memorandum to me which contained a 
recommendation, and it gives a conclusion of what they think the 
facts are. 

The Cuarrman. We asked for compliance with the decree, and what 
the FBI found as to whether there was or was not compliance. 

Mr. Hansen. Well, the court ultimately is going to have to find 
whether there was or was not compliance. 

The CHarrman. Then we asked also to give any definitions of the 
terms of the decree that have been given by the Antitrust Division, 
by you, to the FBI in connection with the FBI’s inv estigation. All 
we asked for is your interpretation of the definitions of the terms of 
the decree, and we asked also what the FBI discovered with reference 
to compliance to that decree. 

Mr. Hansen. The FBI is a factual gaining instrumentality. It i 
not reaching conclusions as to whether “there was a violation, or iets 
wasn’t a violation. We asked them to get information. 

The CHatrman. How can a committee interested in these decrees 
find out whether or not decrees are being complied with unless they 
ean get the information from the Department of Justice, who in turn 
relies upon one of its arms, the service called the FBI? 

Mr. Hansen. I suppose 

The CHarrMan. We can’t go out. We have no facilities to go out 
and find out whether there is compliance. That is the Department 
of Justice’s duties, and we ask the Department to explain what has 
happened. If we are depr ived of the right to find out, then you are 
sort of dropping an Iron Curtain against us. We run the risk of being 
stymied. 

Mr. Keatine. Just a minute, Judge Hansen. Don’t you realize 
that with this litigation pending, these prospective defendants would 
just love to get their hooks onto the FBI report made to the head of 
the Antitrust Division for use in their lawsuits? 

The CHarrman. I don’t agree with that at all. I think the gen- 
tleman exaggerates this whole proceeding in that regard. We want 
to know what happened before this thing started, whether there was 
any compliance. We want to know, and the FBI can give use the facts. 

The FBI probably doesn’t give us the conclusions, they give us 
the facts, and I would certainly like to know. 

And, secondly, we ask you, as the head of the Division, to give your 
definitions of the terms of the decrees. 
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Mr. Keating. The next lawsuit I have against you, I am going to 
ask you to give me all of the evidence before we get to trial. 

Mr. Hansen. I would like to answer that, Mr. Chairman. 

I did give you my conclusions in the statement today, and I think 
it should be quite evident—— 

The CHarrmMan. Just a minute. 

It doesn’t necessarily follow that everything we received here is 
made public. 

Mr. Keattne. Well, if we are going into executive session 

Mr. Hansen. We are not in executive session. 

The CuarrmMan. We may use it; we may not. 

Mr. Keating. We have got a roomful of fine-looking gentlemen 
here, and some of them are the defendants. We welcome them here, 
but I don’t want to use this forum to get an answer in. 

Mr. Hansen. I would like to get an answer in. 

The CHatrMaAn. Let’s have it. 

Mr. Hansen. Isn’t it evident from the fact that we filed four law- 
suits that the reports we got from the FBI were factually such that 
we felt there were violations, and that that is the responsibility of the 
Division ¢ 

Second and third, isn’t the fact that I said we are continuing 
further 

The CHarrMan. It is interesting to know, too, Judge, that we dis- 
covered the suits, or the motions, were filed a little somewhat after 
we inaugurated our investigation. 

Mr. Keatine. Well, the reason they turned down your request, way 
back in the spring, as Mr. Bicks explained, is because they had these 

cases under investigation at that time. And it would have been, in 
my judgment, a dereliction of duty on the part of the head of the 
Antitrust Division to turn over a lot of evidence to this committee, 
which he proposed to use in a court action. 

The CHarrman. I don’t think it is—it is as plain as a pikestaff to 
me that we should have had this. We are going to get it. We have 
it. That is all. We didn’t get it one way, we got it another. 

Go ahead. 

Mr. Harkins. While you have refused to give the committee copies 
of the definitions of the terms of the decree that had been given to the 
FBI, it is true, is it not, that the Department of Justice had given to 
the defendants copies of the actual instructions given by the Anti- 
trust Division to the FBI agents in their investigation of this decree ? 

Mr. Hansen. No; not to my knowledge. I will have to ask. 

Mr. Harkins. I hand you a document 

Mr. Kitcorr. Not to our knowledge. 

Mr. Hansen. Everyone at. the table says they have no knowledge 
of such information. 

Mr. Harkins. Would you identify the top document ? 

Mr. Hansen. This is a letter dated February 18, 195: 

Mr. Keatine. Which, by the way, was before we got into this 
thing: 

The Carman. Let us not bring politics into this thing. 
| Laughter. ] 

Mr. Keattne. I said it is before we got into this thing here in any 
way 

Mr. Harxins. Will you identify the next document, Mr. Hansen ? 
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Mr. Hansen. I didn’t finish identifying the first one. The first 
one is a letter from Edward P. Hodges, Acting Assistant Attorney 
General, dated February 18, 1953, addressed to Service Pipe Line Co., 
Tulsa, concerning 7. S. v. The Atlantic Refining Co., et al. And 
this is not the original; it is apparently a photostatic copy of a copy. 

And following that is a document dated February 26, 1953. 

Mr. Harkins. Who is it from? I believe it says in the front. 

Mr. Hansen. It isn’t signed. 

Mr. Harkins. What does the top line say ? 

Mr. Hansen. It doesn’t indicate that it is from anyone. 

Mr. Harkins. Does it say, “Director, FBI”? 

Mr. Hansen. It says “Director, FBI.” It doesn’t say to or from 
him. 

The CuarrmMan. What is the subject? 

Mr. Hansen. It doesn’t use a srillSect: except Atlantic Refining Co., 
et al., and antitrust. 

The Cuatrman. To whom is the first letter addressed ? 

Mr. Hansen. Service Pipeline Co. 

The Cratrman. Is that one of the defendants in the case? 

Mr. Hansen. Yes, sir. 

The Cuarrman. Who is that letter signed by ? 

Mr. Hansen. Edward P. Hodges. 

There is no reference that this second document was ever a part of 
the first letter, or that it ever went to the defendant. 

The Cuarrman. Wasn’t the gentleman who signed the first letter 
connected with the Department of Justice? 

Mr. Hansen. Yes, sir. 

The Cuarrman. What was his title? 

Mr. Hansen. Acting Assistant Attorney General, and there is no 
reference in that letter to the document that is now attached to it, 
which also is a photostatic copy of a copy which doesn’t state to whom 
it is addressed, or from whom it is. 

Mr. Harxrns. Judge Hansen, this memorandum that is attached to 
the basic letter there contains instructions to the FBI as to the way 
they should treat predecree debts and postdecree debts to the shipper- 
owners and others in their audit of the defendant’s records; is that 
true? 

Mr. Hansen. I will have to read it. It doesn’t appear to be as I 
first read it here. 

The CHatrman. I think it might be read into the record. Let’s 
read the letter. 

Mr. Hansen. I would rather the committee do that than me, if I 
am going to be bound by it. 

Mr. Keatrna. I would like to ask how those two pieces of paper 
got stuck together ? 

Mr. Harrys. I stapled them together, sir. 

These documents were submitted to the subcommittee by Service 
Pipeline Co., and this first document dated February 18, 1953, is a 
letter from the Acting Assistant Attorney General in charge of the 
Antitrust Division to the Service Pipeline Co. advising them that an 
FBI agent is going to appear and requests them to cooperate with 
him. 
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Mr. Hansen. We always do that, but we don’t attach any report 
to the FBI. 

Mr. Harxiys. That is right. I do not mean to imply that the 
document that is attached now was attached at the time the original 
letter went out. 

Mr. Kerattne. The implication would have been possible if that 
hadn’t been cleared up. 

Mr. Harkins. The other document dated February 26, 1953, also 
was supplied to the committee by Service Pipeline Co. The top of 
it is—the first line says, “Director, FBI.” 

Mr. Hansen. Where did they get it? 

Mr. Keatine. That is what lL would like to know. 

Mr. Harkins. We will develop that, sir. 

The CuarrmMan. That will be developed. 

Mr. Mititer. Why don’t you develop that before you put it in the 
record / 

Mr. Keratina. Let us develop that. 

Mr. Harkins. I hand you a document dated March 18, 1953, and 
ask you to identify it, Mr. Hansen. 

Mr. Hansen. Am I going to be bound by an agent that disobeys 
the instructions given by permitting someone to make a copy of 
confidential instructions given—— 

The CuamMan. You say an agent disobeyed ? 

Mr. Hansen. Well, read what it says there. 

The CarrmMan. Read it. 

Mr. Harkins. This is a letter dated March 18, 1953, to Mr. R. E. 
Nelson, Jr., Standard Oil Co. (Indiana), Post Office Box 5910A, 
Chicago, Ill. 

DEAR Mr. NELSON: Mr. G. H. Erwin, an agent of the FBI, presented the attached 
letter dated February 18 requesting permission to examine our books and records 
in connection with reports made to the Department of Justice. He also permitted 
us to make a copy of his instructions dated February 26. Three copies of these 
letters are attached. 

Yours very truly. 

The letter is signed “J. L. Burke.” 

Mr. Hansen. Now, the question was asked me if it wasn’t a fact 
we gave the defendants, or the Department of Justice and Antitrust 
Division gave the defendants, a copy of the instructions that they gave 
the FBI. The letter itself shows the Antitrust Division did not give it. 

Mr. Harkins. The question was, Has the Department of Justice 
given to the defendants in this case—— 

Mr. Hansen. That wasn’t your question. 

The Cratrman. Give the question again. 

Mr. Harkins. The question was this: While you have refused to 
give the committee copies of the definition of the terms of the decree 
given the FBI, it is true, is it not, that the Department of Justice 
has given to the defendants copies of the actual instructions given 
by the Antitrust Division to the FBI agents in the investigation of 
the decree ? 

Mr. Hansen. If that is the way you read it, certainly we have been 
talking about the Antitrust Division. We have not been talking about 
any information given by the FBI to anybody else. You asked me 
didn’t I, didn’t members of my staff do it. Certainly there was never 
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anything of interpretation on my part or that of the Department of 
Justice or the Antitrust Division. 

Mr. Keating. Let me ask a question. 

The Cuarrman. Let him finish. 

Mr. Harkins. The question is, Is it not a fact that the Department 
of Justice has given to the defendants in this case copies of the instruc- 
tions given to the FBI by the Antitrust Division ‘ 

Mr. Hansen. I can’t answer that, and I certainly would not rely 
on that letter as being the evidence. I don’t think so. It would be 
contrary to our procedure. 

Mr. Keatina. All this indicates is that an agent of the FBI did so. 

Mr. Hansen. We didn’t give him that. 

Mr. Keating. If I know J. Edgar Hoover, I wouldn’t want to be 
in the shoes of G. H. Erwin, an agent of the FBI. 

Isn’t it a fact that all agents of the FBI have standing instructions 
that matters of this kind are absolutely confidential within the 
Department ¢ 

Mr. Hansen. That was my understanding. 

The Cuarman. I wouldn't say that. I have to take exception to 
that. Iam quite sure Mr. J. Edgar Hoover is not going to inflict any 
punishment on this gentleman at all, this G. H. Erwin. I know Mr. 
Hoover. 

Mr. Keatrna. I think you have gotten Mr. G. H. Erwin into a lot 
of trouble. 

The Cuarrman. All right. Let him just explain himself. That 
is all. 

Mr. Keating. I think he had better. 

The CHarrMan. We got this information from one of the defend- 
ants. Apparently they have the instructions that were given to the 
FBI, and we have them now. They are all going to be accepted and 
made part of the record. 

Mr. Mitier. May I voice an objection to that for the record ? 

Mr. Keratinc. Two out of the three members present object to it. 

Mr. Harkins. Well, Judge Hansen, in order that we may identify 
more fully this document as actually being the instructions to the 
FBI 

Mr. Hansen. Don’t ask me to identify it. You have got it, and it 
isacopy. Ican’t identify it. I can just look at the photostatic copy. 

Mr. Harkrns. I hand you this document, sir, and ask you if you 
will ascertain for the committee whether this is a photostatie copy of 
instructions that were sent out on the date indicated to the FBI agents ? 

Mr. Hansen. May I retain this? 

Mr. Harkins. It will be in the record of the proceedings. 

Mr. Hansen. How am I going to identify it ? 

Mr. Harkins. We will make it available. 

Mr. Keating. Mr. Chairman, just in order that the record may be 
clear, I move that this particular document, which is a confidential 
memorandum of the FBI, and which has apparently improperly 
gotten into the hands of outsiders, be considered to be received in 
executive session in this hearing, so that. we will not be chargeable 
with giving away any more of the Government’s case than their agent 
may have already. 


Mr. Mixxer. I would like to be recorded in support of that motion. 
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The Cuarmman. The Chair has no objection to that. 

Mr. Hansen. I am wondering if we might take about a 5-minute 
recess ¢ 

The Cuamman. There is no objection to receiving it as if in execu- 
tive session. 

(The material referred to will be found in the files of the sub- 
committee. ) 

Mr. Hansen. May we take about a 5-minute recess? I see it is 
about 10 minutes of 4. 

The Cuarrman. I can’t hear you. 

Mr. Hansen. May we take about a 5-minute recess? I see it is 
about 10 minutes to 4. 

The CHarrMAN. Certainly. We will take a recess of 5 minutes. 

( Recess. ) 

Mr. Hansen. Mr. Chairman, during the recess I had an opportu- 
nity to again look at this document. If I may have it back, I would 
like to call the committee’s attention 

The CHAmrMAN. We are going to receive it as if in executive ses- 
sion. It will not be made public. 

Mr. Hansen. I am not going to disclose any of the facts other than 
as it appears on here, this comes not from the Antitrust Division, but 
it shows SAC, special agent in charge, FBI, to the Washington field 
office, special : agent in charge of the W ashington field office, and is not 
a memo to the FBI from the Antitrust. 

The Cuarrman. We understand that. 

Mr. Hansen. Well, I didn’t so understand it. I understood it was 
the instructions we had given the FBI. 

Mr. Harkins. Does it not contain the instructions given by the 
Antitrust Division / 

Mr. Hansen. I have no way in the world of knowing. It doesn’t 
disclose on its face. 

The CuHarrmMan. If you read it, would you know whether it is— 
whether they are the instructions? 

Mr. Hansen. From just looking at it, I can’t tell. 

Mr. Kireore. Mr. Chairman, we would have to compare what is set 
forth in these memorandums, have to compare it with what we have 
in our files that we gave the FBI. 

Mr. Keatrnc. You will want to take that anyway in your forth- 
coming conference with J. Edgar Hoover. 

The CuarrMan. We will have a copy made of this and submit it te 
you. 

Mr. Hansen. Thank you very much. 

Mr. Harkins. The information that is contained in this document, 
since we obtained it from Service Pipeline Co., is known at least to 
the Service Pipeline Co. and maybe to the other defendants in the 
case. Would you agree with that? 

Mr. Hansen. I have no way in the world of knowing. 

Mr. Harxtns. Before we leave this question of withholding infor- 
mation, Judge Hansen, is the Department of Justice exercising a privi- 
lege here as with respect to these documents that the committee has 
requested, and which you have declined to submit? 

Mr. Hansen. In line with the policy announced by the President. 

Mr. Harkins. Who is invoking this privilege? 
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Mr. Hansen. Invoking the privilege? 

Mr. Harx«rtns. Yes. 

Mr. Hansen. Well, I am invoking it, as far as the Antitrust Divi- 
sion itself. 

Mr. Harxrns. Were you instructed by the Attorney General to in- 
voke the privilege? 

Mr. Hansen. In each specific case ? 

Mr. Harkins. Yes. 

Mr. Hansen. No; I follow the policy that has been announced. 

Mr. Harkins. Can you, as head of the Antitrust Division, or Mr. 
Bicks, your assistant, invoke the privilege as against the legitimate 
demands of a committee of Congress? 

Mr. Keatine. Asagainst what kind of a demand ? 

Mr. Harkins. A legitimate demand. 

Mr. Keatine. That isa big question, isn’t it ? 

Mr. Hansen. I would have to say I don’t know. 

Mr. Harkins. Well, it is apparent, is it not, that much of the infor- 
mation that has been denied to this subcommittee has been provided 
to the oil companies that are defendants in this case ? 

Mr. Hansen. You are telling me that. I don’t know that to be true. 

Mr. Harkins. Well, some of the information requested was corre- 
spondence with the defendants. That was denied. Now, certainly 
the defendants have the letters that you wrote to them, and we, the 
committee of Congress, do not have the letters that you wrote to them. 
At least, with respect to the letters that you wrote to the defendants, 
they have not been supplied the Department of Justice. 

Mr. Bicxs. Mr. Harkins. we went through this before, the specif- 
ically requested letters we wrote to the defendants. You asked for 
official interpretations and in so doing you didn’t limit it to interpre- 
tations made to the defendant. You are unable to point out any place 
in any document where official interpretation as made to the de fendant 
was listed. Do you want to do it again? 

Mr. Harxrins. Yes; I think I would like to. 

I think, Mr. Bicks, you have neglected to recall one of our requests. 

On April 18 the chairman requested copies of all correspondence in 
the period 1950-55 between the Antitrust Division and the various 
companies subject to the decree that involved activities by the com- 
panies that the Antitrust Division considered to be questionable under 
the provisions of the decree. Do you recall that letter 4 

Mr. Bicxs. You were talking about official interpretations, Mr. 
Harkins. 

Mr. Harxrns. I am now talking about the correspondence with the 
defendants, and it is in the April 18 letter from the chairman to Judge 
Hansen. Do you recall that letter ? 

Mr. Bicxs. Yes; I do. 

Mr. Harkins. Did we not ask in that letter “all correspondence in 
the period 1950 to 1955 between the Antitrust Division and the various 
companies subject to the decree that involved activity by the companies 
that the Antitrust Division considered to be questionable under 
the provisions of the decree” ? 

Mr. Bicxs. Yes: you did. 

Mr. Harxrns. Is it not true in a letter dated April 22, 1957, signed 
by Judge Hansen, that the Department of Justice refused to submit 
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the requested information on the grounds that this correspondence 
“reflects almost completely either staff recommendations or differences 
in view”? Do you recall that letter? 

Mr. Hansen. Yes, sir. 

Mr. Harkins. So, at least in that category of the committee's 
request, the Department of Justice has given to the. defendants in 
this case information that it has refused to give to this subeommittee. 
Is that not true? 

Mr. Brcxs. That is correct. 

Mr. Harkins. And that also, your refusal came before there was 
any litigation in this decree / 

Mr. Hansen. That is not true. You mean, this decree?) As ta 
later filed litigation, that is right. 

Mr. Keating. You were getting ready ? 

Mr. Hansen. Correct. We were in preparation of it. 

Mr. Harkins. What is the basis for the Department of Justice 
refusing to supply this correspondence to the committee 4 

Mr. Hansen. We set forth in the letter the basis of it. I can reit- 
erate it again. 

The CnatrMan. There is no reason except—— 

Mr. Harkins. It reflects staff recommendations or differences in 
view / 

Mr. Hansen. There are three categories. The staff recommenda- 
tion: we do not disclose the staff recommendations, for the reason 
we want them to be free to dissent in their opinion, or affirm their 
opinion. 

Two: The letters which are sent to the defendants concerning liti- 
gation, we don’t disclose those because they might be used by other 
defendants. 

Three: We do not disclose official opinions that have not been 
presented either to the court or as a part of some pending litigation. 

And the overall basis of the other is that we do not disclose any 
facts or opinions we have that may be detrimental to the litigation 
we have. 

Mr. Harkins. Judge Hansen, I would refer you to the April 18, 
1957, letter. In that letter the committee requested nine enumerated 
categories of information, No. 5, copies of all correspondence in 
the period 1950-55, between the Antitrust Division and the various 
companies subject. to the decree that involved activity by the com- 
panies that the Antitrust Division considered to be questionable 
under the provisions of the decree. 

Now, in your letter dated April 22, 1957, you state: 

With this in mind, documents you have requested have been reviewed. Docu- 
ments requested in questions 3, 5, 6, 7, 8, and 9, and in the final paragraph, 
reflect almost completely either staff recommendations or differences in view. 


Mr. Hansen. Do you doubt that ? 

Mr. Harkins. Now, I want to ask you, sir, if the letters, the cor- 
respondence in the period 1950-55 that was sent by the Department 
of Justice to the various defendants in this case, in fact reflect staff 
recommendations or differences in view 4 

Mr. Hansen. I expressed the opinion in the letter. I felt that 
they did. 
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Mr. Harkins. Did you tell the companies subject to the decree 
about the staff’s recommendations ? 

Mr. Hansen. Of course not. 

Mr. Harkins. Do your letters to the companies reflect the differences 
in view ? 

Mr. Hansen. Not inthe letter. I would assume they didn't. 

Mr. Harkins. Then why did you refuse to give these documents to 
the committee ? 

Mr. Hansen. Well, I have told it at least 3 or 4 times why we didn’t. 
I feel they are matters that would be detrimental to the proper han- 
dling of the litigation in the Division if they were made public. 

Mr. Harkins. Well, just one final question, sir, and then we will 
leave this. 

Do these letters the committee requested reflect, or do they not 
reflect, staff recommendations or differences in view ? 

Mr. Hansen. Well, obviously, if you state any fact, it is reflected 
from something, isn’t it ? 

And so, if I am writing a letter to somebody, it is the result of an 
investigation, or it isa result of a rec ommendation that has been made. 

So, as I understand the word “reflect,” it simply is an expression 
of the conclusion which has been derived from some recommendation 
or factual information at hand. 

Mr. Keratine. That is, you are not anxious to have X company know 
what you may have written to Y company. 

Mr. Hansen. Definitely. 

Mr. Keating. In the pending litigation. 

Mr. Hansen. That is correct. 

Mr. Keatrne. And while Y company may have given material to 
this committee, they may not have given it to the X company. 

Mr. Hansen. That is correct. We may have been negotiating with 
X company for a consent decree, and not negotiating w ith Y company. 
We certainly don’t want Y company to know what we are doing with 
X company. 

The negotiations may fall flat, and nothing come of them. The 
exchange of letters we have had with X company might prejudice in 
our trial both against X and Y. 

The Cuarrman. This is not the X company asking for any informa- 
tion. It is a congressional committee that is asking for it, and there 
is a big difference. I see no analogy between what the gentleman 
from New York, Mr. Keating, says, and what we are doing now. I 
think we have to consider this } picture whole. 

Here we have a decree entered into many years ago, and apparently 
there have been differences of opinion in the Department as to whether 
there was or was not violation of that decree. Then this committee, 
after many years, after the entry of that decree, determines upon 
investigating the nature of that decree and possible violations of it. 
We make our own independent investigation. And then the Depart- 
ment of Justice starts its investigation. 

The mere recital of these facts 

Mr. Hansen. That isn’t according to the facts I said, Mr. Chairman. 

The Cuarrman. Pardon? 

Mr. Hansen. That isn’t according to the—you said after you started 
your investigation, then we started. I said at least 3 or 4 times we 
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were underway long before you announced any investigation on this 
decree. 

The Cuairman. Reasonable men may differ on that, but even giving 
you the benefit of the doubt in that regard, those circumstances are 
rather strange, and therefore we have to find out all we can about 
this situation. I don’t think that we are hurting the litigation pending 
one iota, none whatsoever. We are reflecting backwards. We are 
trying to find out what happened. This is all we are trying to find 
out, and why certain things were not done in the intervening years. 

Mr. Krarine. Well, due to the chairman’s lack of comprehension 
of my position and because of the high regard which I have for his 
mental ability, I feel I haven’t made myself clear. My position is 
this, with reference to these letters. Objection is made that they 
aren’t turned over to this committee and given to everybody, made 
a public record, so that anybody that wants to see them can see them 
when they have been written, according to counsel, to individual 
defendants. 

Now, I can understand how any good lawyer would be unwilling 
to have a letter given to everybody which he had sent to some one 
specific indiv idual, and indeed a good lawyer would do no less than 
to resist any effort with pen ding litigation to have his evidence or 
his position made public in this manner to everyone who wanted to 
take advantage of it. 

I hope, whether the chairman disagrees or not, that my position on 
the record is clear in that respect. 

Mr. Harkins. Mr. Chairman, I would offer for the record at this 
time a table that I have prepared entitled, “Information Requested 
of the Department of Justice But Not Supplied to the Committee.” 

(The material referred to follows :) 


INFORMATION REQUESTED OF THE DEPARTMENT OF JUSTICE But Not SUPPLIED TO 
THE COMMITTEE 


Requested April 3, 1957 


2. A detailed statement that sets forth the organizational structure of the 
Antitrust Division for the administration of the consent-decree program, includ- 
ing information as to supervisory responsibility, identity of personnel assigned, 
staff time consumed, with respect to consent-decree negotiations, supervision and 
enforcement of consent decrees after entry, handling of complaints, and such 
other relevant information concerning organizational structure as you deem 
may be helpful te the committee; 

3. (a@) A statement of the Antitrust Division’s rules and policies applicable 
to consent decree negotiation procedures, whether or not formally promulgated ; 

3. (b) A statement of the Antitrust Division’s rules and policies applicable 
to the procedures for supervision of consent decrees, whether or not formally 
promulgated. 

Requested April 18, 1957 

1. Correspondence between the Antitrust Division and a Sun Pipe Line Co. 
relevant to the submission of false reports by that company under the decree; 

3. Copies of the drafts dated 1944 and 1949 of proposed contempt actions under 
the decree ; 

4. Copy of a 1953 memorandum prepared in the Antitrust Division that 
summarized factually the results of an FBI investigation that had been under- 
taken with reference to compliance with this decree together with a copy of 
any definitions of the terms of the decree that were given by the Antitrust 
Division to the FBI in connection with the FBI’s investigation : 

5. Copies of all correspondence in the period 1950-55 between the Antitrust 
Division and the various companies subject to the decree that involved activity 
by the companies that the Antitrust Division considered to be questionable 
under the provisions of the decree; 
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6. Copy of a memorandum dated August 10, 1955, from Mr. Karstead to Mr. 
Kilgore together with the attachment to that memorandum relevant to this 
decree ; 

7. Copies of two memorandums dated May 4, 1956, relating to this decree from 
Mr. Karstead to Mr. Kilgore together with their attachments; 

8. Copy of May 21, 1956, memorandum with respect to this decree from Mr, 
Karstead to Mr. Kilgore with attachment; 

9. Copy of a memorandum dated September 1955, from Mr. Bicks to Mr. Barnes 
relating to Mr. Karstead’s August 10, 1955, memorandum. 

10. Memorandum prepared by W. B. Watson Snyder in March or April of 1942 
to Assistant Attorney General Arnold for Attorney General Biddle, that ex- 
plained why he refused to sign the decree. 

(Refused in letter dated April 22, 1957, as follows: “Should we decide some 
court action is called for, releasing those documents requested by the above 
questions, as well as questions 1 and 4, could seriously prejudice any resulting 
litigation. Immediately clear is the disadvantage that would stem from reveal- 
ing differences in staff views or investigative reports that could form the basis 
of any action in court.’’) 

Requested May 7, 1957 

4. All memorandums written by Mac Asbill and W. B. Watson Snyder, in the 
period July 1 to December 31, 1941, relative to provisions of the complaint and 
consent decree in U. 8. v. Atlantic Refining Co., et al., civil action No. 14060 
(DDC), December 23, 1941. 

Requested June 22, 1957 

2. The total amount of money that the Government would have secured had it 
successfully prosecuted to completion the following cases: 

(a) United States v. Standard Oil Company (/nd.), civil action 201, (N. D. 
Ind.), September 30, 1940. 

(b) United States v. Great Lakes Pipeline Company, civil action 1838 
(Del.), September 30, 1940. 

(c) United States v. Phillips Petroleum Company and Phillips Pipeline 
Company, civil action 182 (Del.), September 3, 1940. 

3. The total amount of money that would have been secured by the Government 
had it successfully prosecuted to completion complaints under the Elkins Act 
against the remaining 54 pipelines in the Government’s 1940 antitrust pipeline 
program. 

4. The total value to date to Service Pipe Line Co., in terms of increased valua- 
tions, dividends allowable, and other relevant criteria, of the opinion dated Sep- 
tember 14, 1950, by Assistant Attorney General Herbert A. Bergson, that inter- 
preted various provisions of the decree. (Justice answers contained in letters 
of July 2 and July 30.) 


Requested July 12, 1957 
1. I note your statement recites: “* * * there have been 31 official ‘in- 
terpretations’ (some oral and some in writing) by the Department of vari- 
ous provisions of the judgment * * *.” 

Only one interpretation of the judgment has been supplied to the Antitrust 
Subcommittee by the Department of Justice, that is, the letter dated September 
14, 1950, from Assistant Attorney General Bergson to Service Pipeline Co. <Ac- 
cordingly, it is requested that the Department of Justice supply to the Antitrust 
Subcommittee copies of all other written interpretations, and an explanatory 
statement of each official oral interpretation that has been made of the various 
provisions of the judgment. 

2. In your statement you also say: 
conducted by the Federal Bureau of Investigation 

It would be appreciated if you would furnish to the Antitrust Subcommittee a 
statement that summarizes the factual results of each of these FBI investiga- 
tions. (Answered by Justice in letter of July 31.) 


ae? * three investigations have been 
ot 8h 


Mr. Harkins. At the same time, I would like to introduce the cor- 
respondence, but not all of the attachments that have been included in 


the Department of Justice answers. Some of those attachments re- 


late to other cases and relate to other subjects of investigation. 
All that is submitted for the record, sir, are your requests and their 
answers with respect to those requests. 
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Mr. Keatine. You mean with reference to this particular pipeline 
case, or 

The CuarrmMan. We are not going to put it in the record. 

Mr. Keatina. Put the— 

Mr. Harkins. The basic letter covers all of these cases, but we are 
not putting in the responses with respect to all of these cases, only the 
pipeline case. 

The CHairman. Judge, would you rather we terminate now, or 
would you care to go on a little further ¢ 

Mr. Hansen. I will abide by the committee’s desire. I would ap- 
preciate an early adjournment, but—— 

The Cuairman. Well, we will adjourn now. We will adjourn until 
tomorrow morning at 10 o’clock. 

(The subcommittee adjourned at 4:10 p. m., to reconvene at 10 
a.m., Tuesday, October 22, 1957.) 

(The correspondence referred to is as follows :) 





APRIL 3, 1957. 
Hon. Victor R. HANSEN, 
Assistant Attorney General, Department of Justice, 
Washington, D. C. 


DeaR JUDGE HANSEN: During this Congress the House Antitrust Subcom- 
mittee will conduct a study of the procedures and competitive effects of the 
Antitrust Division’s consent-decree program. In its study the committee will 
seek to ascertain how effective consent decrees have been to eliminate the con- 
ditions that caused the Government to institute its antitrust proceeding, and to 
restore a competitive climate in the industries concerned. In addition, the 
committee is interested in the effects of consent decrees upon competitors of the 
defendants. 

To aid in the investigation, it will be appreciated if your office would make 
available to the committee the following background information and statistics: 

1. An analysis of the legal authority for the Antitrust Division to dispose of 
civil antitrust cases by consent decree, together with an analysis of the legal 
effects of a consent decree on the rights of the parties in the case, including the 
Government, and the rights of competitors of the defendants who are not in- 
volved in the Government’s case ; 

2. A detailed statement that sets forth the organizational structure of the 
Antitrust Division for the administration of the consent-decree program, in- 
cluding information as to supervisory responsibility, identity of personnel as- 
signed, staff time consumed, with respect to consent-decree negotiations, super- 
vision and enforcement of consent decrees after entry, handling of complaints, 
and such other relevant information concerning organizational structure as you 
deem may be helpful to the committee; 

8. (a) A statement of the Antitrust Division’s rules and policies applicable to 
consent decree negotiation procedures, whether or not formally promulgated: 

(b) A statement of the Antitrust Division’s rules and policies applicable to 
the procedures for supervision of consent decrees, whether or not formally 
promulgated ; 

4. A list of all consent decrees for whose supervision the Antitrust Division 
currently is responsible to insure compliance with the terms of the decrees; 

5. A list of all cases in which consent decrees were entered, where the prin- 
cipal charge in the complaint is price fixing; 

6. A list of all consent decrees currently in effect in which the Antitrust 
Division has received complaints that allege violations of the decree, together 
with a summary of the complaints and their disposition by the Antitrust Division; 

7. A list of all consent decrees in which the staff of the Antitrust Division 
has recommended action to prevent future violations of the decree, together with 
the disposition of such staff recommendations: 

8. A list of all cases, criminal or civil, brought by the United States for viola- 
tions of consent decrees, with the disposition of each; 

9. A list of all cases where, in the judgment of the Antitrust Division, entry 
of a consent decree has helped small business ; 
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10. A chronological statement of actions taken by the Antitrust Division with 
respect to supervision and enforcement of the consent decrees entered in each 
of the following cases : 

(a) * * * 
(b) United States v. Atlantic Refining Co. et al.; Civil 14060 (D. D. C.) ; 
(c) * * * 
(d) ** € 
(e) ** & 
(f) * * * 

11. An analysis of the legal authority for the Division’s prefiling negotiation 
procedure with respect to prospective cases as well as a detailed statement of 
the procedures applicable to such negotiations ; 

12. Statistics that show the number of cases disposed of by consent decree, and 
the proportion of consent-decree dispositions to the number of cases instituted 
and the number of cases disposed of in each of the years 1947 through 1956. 

It would be appreciated if your office would make this information available 
to the subcommittee by April 26, 1957. 

Sincerely yours, 
EMANUEL CELLER, Chairman. 


APRIL 17, 1957. 
Hon. EMANUEL CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D.C. 

My DrAR CONGRESSMAN CELLER: This will formally acknowledge your letter 
dated April 3, 1957. There you state, “the House Antitrust Subcommittee will 
conduct a study of the procedures and competitive effects of the Antitrust Di- 
vision’s consent-decree program.” In addition, you request answers to some 12 
questions, some of which are stated in general language and cover many years. 

We, of course, are anxious to supply your subcommittee fully and promptly 
with all material we properly can. In an effort to secure more precise under- 
standing of your letter’s questions, Messrs. Harkins and Singman of your sub- 
committee staff met with Messrs. Bicks and Kilgore of my staff on Wednesday, 
April 10, 1957. At that time, I am informed, they reached some understand- 
ing regarding at least some of the questions, as to how we might supply your 
committee the material desired. Following up that Wednesday conference, 
Messrs. Harkins and Singman spent the better part of the afternoon of Friday, 
April 12, 1957, with Messrs. Kilgore and Karsted of my staff. At that time, Mr. 
Harkins asked for certain other specific material. The staff of our Judgment 
Section is now working to gather material in response to your questions. 

To aid your committee, may I suggest that as we gather material in response 
to each of your questions, we forward that material on to you. This would 
mean that your staff could utilize material we furnish as we get it prepared 
rather than waiting until our considerable task of gathering material in re- 
sponse to all your questions is completed. 

As we supply you with material, I shall indicate specifically those questions 
to which we are responding. In addition, I shall indicate which of the material 
requested we cannot furnish and why. 

We are most anxious, as always, to cooperate with your committee in all 
ways we properly can. I trust this arrangement meets with your approval. 

Sincerely yours, 
Vicror R. HANSEN, 
Assistant Attorney General, Antitrust Division. 


AprRIL 18, 1957. 
Hon. Victor R. HANSEN, 
Assistant Attorney General, Antitrust Division, 
Department of Justice, Washington, D.C. 

DEAR JUDGE HANSEN: Pursuant to Mr. Bicks’ request on April 17, 1957, I am 
pleased to designate formally the information desired by the Antitrust Sub- 
committee from the Antitrust Division that is needed in the subcommittee’s study 
of the Department of Justice’s consent-decree program. This information was 
originally requested by members of the subcommitee staff at a conference on 
April 12, 1957, with representatives of the Antitrust Division. The informa- 
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tion requested herein relates to the supervision and enforcement by the Depart- 
ment of Justice of the consent decree in United States v. The Atlantic Refining 
Company et al., Civil Action No. 14060, December 23, 1941. 

At the April 12 conference, the Department of Justice was requested to submit 
to the subcommittee certain documents after deletion from those documents of 
material that (1) contains recommendations from the staff of the Antitrust 
Division or reflects a division of opinion among the Antitrust Division’s staff; 
and (2) identifies complainants to the Department of Justice. I wish to em- 
phasize that the Antitrust Subcommittee, at this time, requests the Department 
to furnish only such factual information that would show (1) Antitrust Division 
enforcement activity with respect to this decree; (2) factual information dis- 
closed through investigation by the Antitrust Division staff or by the FBI of com- 
pliance by the defendants with the terms of this decree; and (3) activities of 
the defendants that were considered by the Judgment Enforcement Section of 
the Antitrust Division to involve violation of the terms of this decree or to be 
questionable under the terms of this decree. 

The documents that were requested at the April 12, 1957, conference subject 
to the above conditions are as follows: 

1. Correspondence between the Antitrust Division and a Sun pipeline com- 
pany relevant to the submission of false reports by that company under the 
decree ; 

2. Copies of letters from Assistant Attorney General Herbert Bergson to the 
Service Pipe Line Co. and to Standard Oil Co. (New Jersey) in 1950 that con- 
strued the valuation sections of that decree ; 

3. Copies of the drafts dated 1944 and 1949 of proposed contempt actions 
under the decree ; 

4. Copy of a 1953 memorandum prepared in the Antitrust Division that 
summarized factually the results of an FBI investigation that had been under- 
taken with reference to compliance with this decree together with a copy of 
any definitions of the terms of the decree that were given by the Antitrust 
Division to the FBI in connection with the FBI's investigation ; 

5. Copies of all correspondence in the period 1950-55 between the Antitrust 
Division and the various companies subject to the decree that involved activity 
by the companies that the Antitrust Division considered to be questionable under 
the provisions of the decree ; 

6. Copy of a memorandum dated August 10, 1955, from Mr. Karstead to Mr. 
Kilgore together with the attachment to that memorandum relevant to this 
decree ; 

7. Copies of two memorandums dated May 4, 1956, relating to this decree from 
Mr. Karstead to Mr. Kilgore together with their attachments; 

8. Copy of May 21, 1956, memorandum with respect to this decree from Mr. 
Karstead to Mr. Kilgore with attachment ; 

9. Copy of a memorandum dated September 1955 from Mr. Bicks to Mr. 
Barnes relating to Mr. Karstead’s August 10, 1955, memorandum. 

At the conference on April 10, 1957, with Messrs. Kilgore and Bicks, in 
connection with this decree Mr. Kilgore stated that the staff of the Antitrust 
Division, with the exception of Assistant Attorney General Thurman Arnold, in 
1941 refused to sign this decree. I understand that in March or April 1942 Mr. 
W. B. Watson Snyder, who had ben associated with the Antitrust Division staff 
in this case, wrote a memorandum to Assistant Attorney General Arnold for 
Attorney General Biddle that explained why he had refused to sign the decree. 
While I recognize that this memorandum would reflect divisions of opinion 
among the Antitrust Division staff, nonetheless, in view of the extended period 
that has elapsed since this memorandum was written, I believe that it is appro- 
priate for such a memorandum to be delivered to Congress. Accordingly, I 
request that the Antitrust Subcommittee be furnished an unedited copy of this 
memorandum. 

Thank you for your courtesy and cooperation in the subecommitte’s investigation. 

Sincerely, 
EMANUEL CELLER, Chairman. 
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DEPARTMENT OF JUSTICE, 
Washington, April 22, 1957, 
Hon. EMANUEL CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives, 
Washington, D. C. 

My Dear CONGRESSMAN CELLER: In accord with the understanding I set forth 
in my letter to you, dated April 17, 1957, I send on material already gathered 
in response to some of the questions raised in your letter of April 3, 1957. 
Thus enclosed, in response to question 8 of your April 3 letter, is a list of cases, 
civil and criminal, brought by the United States for violations of consent decrees, 
with the disposition of each. 

In addition to your letter of April 3, 1957, I have your letter of April 18, 
1957. This letter formalizes requests for information made by Mr. Harkins 
in a conference on April 12, 1957, with Messrs. Kilgore and Karsted of my staff. 
All these questions relate to the judgment entered in United States vy. Atlantic 
Refining Co. et al. (Civ. Action 14060, December 23, 1941 (D. D. C.)). Regard- 
ing all documents, your April 18 letter requests submission only “after dele- 
tion” of “‘material that (1) contains recommendations from the staff of the 
Antitrust Division or reflects a division of opinion among the Antitrust Division’s 
staff; and (2) identifies complainants to the Department of Justice.” 

With this in mind, documents you have requested have been reviewed. Docu- 
ments requested in questions 3, 5, 6, 7, 8, 9, and your next to final paragraph re- 
flect almost completely either staff recommendations or differences in view. 
Should we decide some court action is called for, releasing those documents re- 
quested by the above questions, as well as questions 1 and 4, could seriously 
prejudice any resulting litigation. Immediately clear is the disadvantage that 
would stem from revealing differences in staff views or investigative reports 
that could form the basis of any action in court. 

In contrast, I do enclose documents requested by your April 18 question 2. 
I would point out, however, that I do not necessarily adopt views expressed in 
those letters as my own. 

In sum, as per the understanding set forth in my April 17 letter to you, I will 
send on material in response to your April 3 questions as it is gathered. 

Sincerely yours, 
Victor R. HANSEN, 
Assistant Attorney General, Antitrust Division. 





DEPARTMENT OF JUSTICE, 
Washington, May 2, 1957. 
Hon. EMANUEL CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives, 
Washington, D. C. 

My Dear CONGRESSMAN CELLER: In response to your letter of April 3, 1957, 
I am happy to submit the material requested in paragraphs 1, 4, 10 (d), 10 (e), 
11 and 12. 

The listing of consent decrees simply brings up to date the list of decrees 
beginning on page 266 of the 1947 GPO document entitled “United States versus 
Jconomic Concentration and Monopoly,” which is a staff report to the Monopoly 
Subcommittee of the Committee on Small Business, House of Representatives, 
pursuant to House Resolution 64 (79th Cong.). I assume that that publication 
is available to your committee. 

In listing the consent decrees which have been entered, the supervision of 
which the Antitrust Division is responsible for, we have not limited the decrees 
to those which would qualify under the Clayton Act. We have tried to list 
those decrees the terms of which have been consented to by the parties prior 
to submission to the Court irrespective of whether, as in the Paramount case, 
there had been an adjudication of violations or, as in the Libbey-Owens-Ford 
Glass Co. case, evidence had been introduced but judgment was entered prior 
to an adjudication. 

A comparison with the listing of consent decrees entered with our responses 
to paragraphs 4 and 12 will disclose that more decrees will be listed for some 
years than will be reflected in the paragraph 12 table. This is due to the 
fact that often separate settlements by consent decree will be entered in a 
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given fiscal year, not terminating the case, with the remaining defendants 
either going to trial or settling by consent decree in a subsequent fiscal year. 
In other words in our listing of decrees we have tried to show each consent 
decree entered but in the paragraph 12 table only those cases terminated by 
consent judgment have been counted. 

It is expected that we will respond to some of the other requests within a 
day or two. 

Sincerely yours, 
Victor R. HANSEN, 
Assistant Attorney General, Antitrust Division. 


May 38, 1957. 
Hon. EMANUEL CELLER, 


Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 

My Dear CONGRESSMAN CELLER: In further response to your letter of April 3, 
1957, I am happy to forward the information requested in paragraphs 5, 9, and 
10 (a) and (b) 

I believe that this completes our submission with respect to paragraph 10 of 
this letter. With regard to paragraph 5, listing cases in which consent judg- 
ments were entered where the principal charge in the complaint is price fixing, we 
have listed several cases although there is some doubt whether price fixing could 
be considered the principal charge We have also considered “price fixing” to 
include price stabilization and the fixing of an element of the total price. 

Sincerely yours, 
Victor R. HANSEN, 
Assistant Attorney General, Antitrust Division. 


Hon. Victor R. HANSEN, 
Assistant Attorney General, Department of Justice, 
Washington, D.C. 

Drak JUDGE HANSEN: This will acknowledge your letters dated April 17, April 
22, May 2, and May 3, 1957, in which you transmitted information for use in the 
study by the House Antitrust Subcommittee of the consent decree program of the 
Department of Justice. In your May 3 letter you state that the information 
requested in paragraph 10 (a) and 10 (b) of my April 3 letter was inclosed. I 
point out that the information transmitted in your May 3 letter, with respect to 
paragraph 10, concerned subparagraphs (a) and (¢). Our records indicate the 
couimittee has not as yet received the information relative to the Atlantic Refin- 
ing Co. consent decree requested in paragraph 10 (0) of my April 3 letter. 

The Antitrust Subcommittee is pleased to receive the information you have 
submitted in this correspondence. In addition to the information you have sub- 
mitted thus far, however, it would be appreciated if the Department of Justice 
would supply the following: 

1. Two copies of the complaints and consent decrees with respect to each of 
the cases listed in paragraph 10 of my April 3 letter. For the motion picture 
cases, please forward two copies of each of the decrees currently in effect. 

2. Copies of the Complaints and decrees, as amended, in the America Can and 
the Continental Can cases, together with copies of all briefs filed by the Govern- 
ment with respect to the motions of Continental Can Co. for amendment of its 
decree. 

3. Copies of all briefs filed by the Government in the following cases: 

(a) U.S. v. Great Lakes Pipe Line Co., Civil Action No. 183, District 

Court, Delaware, September 30, 1940; 

(b) U.S. v. Philips Petroleum Co. and Philips Pipe Line Co., Civil Action 

No. 182, District Court, Delaware, September 30, 1940; and 

(c) U. S. v. Standard Oil Co, (Indiana), Civil Action No. 201, District 

Court, Northern District of Indiana, September 30, 1040. 

#, All memorandums written by Mac Asbill and W. B. Watson Snyder, in the 
period July 1 to December 31, 1941, relative to provisions of the complaint and 
consent decree in U. S. v. Atlantic Refining Co., et al., Civil Action No. 140C0 
(DDC), December 23, 1941. 
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Thank you for your courtesy and cooperation with the Antitrust Subcommittee 
in its investigation. 
Sincerely yours, 
EMANUEL CELLER, Chairman. 


May 14, 1957. 
Hon. EMANUEL CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D.C. 

My Drar CONGRESSMAN CELLER: This is to acknowledge the receipt of your 
letter of May 7, 1957, requesting certain pleadings and memorandums relating 
to specified cases. 

I am happy to forward to you under separate cover the documents requested 
in paragraphs 1 and 2 of your letter. We have been unable to date to obtain 
copies of the briefs which you request in paragraph 3. We will continue to try 
to locate the requested copies. 

In paragraph 4 of your letter you request all memorandums written by two 
specified staff members in the period July 1 to December 31, 1941, relative to the 
complaint and decree in United States y. Atlantic Refining Co. et al. You also 
point out that your committee has not as yet received the information relative 
to the Atlantic Refining Co. decree requested in paragraph 10 (b) of your April 
3 letter. Reference is made to my letter of April 22, 1957, wherein I have stated 
why, in my opinion, it would not be proper to furnish your committee with the 
requested materials relating to the Atlantic Refining Co. decree. For the same 
reasons I must also decline to furnish the memorandums by staff members re- 
quested in paragraph 4 of your May 7, 1957, letter. 

In order to gather the material which I am forwarding to you under separate 
cover, it has been necessary in some instances to furnish work copies belonging 
to staff members or the only copies which are available to staff members if 
needed. It will, therefore, be appreciated if at all possible that the decrees en- 
tered in the Paramount case and the Atlantic Refining case be returned after 
your committee has finished with them. 

Sincerely yours, 
Victor R. HANSEN, 
Assistant Attorney General, Antitrust Division. 


ee 


May 16, 1957. 
Hon. EMANUEL CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D.C. 


My DEAR CONGRESSMAN CELLER: In further response to your letter of May 7, 
1957, I am happy to forward herewith copies of the briefs filed by the Govern- 
ment in United States v. Phillips Petroleum and Phillips Pipe Line Company. 

Although we obtained the Department files in the three cases listed in para- 
graph 3 of your letter from National Archives, we were unable to locate copies 
of any briefs filed by the Government in the Great Lakes Pipe Line and the 
Standard Oil Co. (Indiana) cases. 

Sincerely yours, 
Victor R. HANSEN, 
issistant Attorney General, Antitrust Division. 


DEPARTMENT OF JUSTICE, 
Washington, May 17, 1957. 
Hon. EMANUEL CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 

My Drar CONGRESSMAN CELLER: In response to paragraph 6 of your letter of 
April 3, 1957, I am happy to forward to you summaries of enforcement activities 
taken by the Division under judgments entered in some 27 civil antitrust cases. 
Other summaries will be forwarded as they are prepared. 

In line with the discussions had on April 12, 1957, between members of my 
staff and Messrs. Harkins and Singman of the committee’s staff, in preparing 
these summaries we have relied to a considerable extent upon the knowledge of 
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members of the judgments section of those judgments which have required en- 
foreement action. In many instances .we-have..endeavored to indicate. general 
judgment-enforcement activity, net limiting the response: to: complaints,ef viola- 
tion. We have done this in the belief that an indication of general judgment 
enforcement activity more truly reflects efforts by the Division to secure compli- 
ance with and to handle problems arising under civil judgments. 

I am also attaching a list of cases where our records show the Department has 
since January 1, 1946, used the Federal Bureau of Investigation to investigate 
compliance with civil antitrust judgments. I would like to emphasize that this 
listing is not exhaustive, and it does not reflect the number of new investigations 
which may have been conducted by the FBI on different occasions under the 
same judgment. 

Sincerely yours, 
Victor R. HANSEN, 
Assistant Attorney General, Antitrust Division. 





JUNE. 22, 1957. 
Hon. Victor R. HANSEN, 
Assistant Attorney General, Department of Justice, 
Washington, D. C. 


DEAR JupDGE HANSEN: In connection with the study by the House Antitrust 
Subcommittee of the consent-decree program of the Department of Justice, it 
would be appreciated if you would supply the following additional information : 

1. A list that sets forth the name, and the name of all companies entitled 
to participate in the net earnings of the pipeline, of each pipeline that cur- 
rently is subject to the provisions of the consent decree in United States v. 
The Atlantic Refining Company, et al., civil action 14060 (DDC), December 23, 
1941. 

2. The total amount of money that the Government would have secured had 
it successfully prosecuted to completion the following cases : 

(a) United States v. Standard Oil Company (Ind.), civil action 201 (N. D. 
Ind.), September 30, 1940. 

(b) United States v. Great Lakes Pipeline Company, civil action 183 
(Del.), September 30, 1940. 

(c) United States v. Phillips Petroleum Company and Phillips Pipeline 
Company, civil action 182 (Del.), September 3, 1940. 

3. The total amount of money that would have been secured by the Govern- 
ment had it successfully prosecuted to completion complaints under the Elkins 
Act against the remaining 54 pipelines in the Government’s 1940 antitrust 
pipeline program. 

4. Fhe total value to date to Service Pipe Line Co., in terms of increased 
valuations, dividends allowable, and other relevant criteria, of the opinion 
dated September 14, 1950, by Assistant Attorney General Herbert A. Bergson, 
that interpreted various provisions of the decree. 

This will remind you that our records indicate that the Antitrust Subcom- 
mittee has not as yet received the information relative to the Atlantic Refining 
Co. consent decree requested in paragraph 10 (b) of my letter to you on April 3, 
1957. 

Thank you for your courtesy and cooperation in the subcommittee’s investi- 
gation. 

Sincerely yours, 
EMANUEL CELLER, Chairman. 


DEPARTMENT OF JUSTICE, 
Washington, July 2, 1957. 
Hon. EMANUEL CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 


My DEAR CONGRESSMAN CELLER: In response to your letter of June 22, 1957, 
I have assigned members of my staff to obtain the information requested in 
question one, insofar as such information is available from our files. 

A preliminary search of our files indicates that we do not have the informa- 
tion requested in questions 2 and 3. Estimates of these amounts were no doubt 
made by the members of the staff at the time of filing the complaints but we 
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have been unable to locate any documents revealing this information. The 
search will be continued. 

We are likewise unable to furnish the information requested in question No. 4. 
Until the date of the opinion by Assistant Attorney General Bergson, September 
14, 1950, Service Pipe Line Co. reported its valuation by annually adding the 
value of additions and betterments ot its common-carrier property and by an- 
nually deducting amounts for physical depreciation on, and retirements of, 
common-carrier property in accordance with what it considered to be the methods 
used by the Interstate Commerce Commission in bringing valuations down to 
date. However, following September 1950, Service Pipe Line Co. ceased annu- 
ally bringing its valuation down to date and simply reported, for each calendar 
year, the latest final valuation of its property owned and used for common- 
carrier purposes as made by the Interstate Commerce Commission as of the close 
of the next preceding year. To answer your question 4, it would be necessary for 
us to obtain, for each year following 1950, the value of Service’s additions 
and betterments to its common-carrier property and the appropriate amounts 
which it could deduct for physical depreciation on, and retirements of, common 
carrier property, “computed by the carrier as of the close of the next preceding 
year, in accordance with the methods used by the Interstate Commerce Com- 
mission in bringing valuations down to date.” This information is not in our 
possession and, accordingly, we are unable to supply it to you. It is possible 
that the committee might be able to obtain this information from the Pipeline 
Division of the Interstate Commerce Commission. 

I am submitting herewith the information requested in paragraph 10 (b) of 
your letter of April 3, 1957, relating to the decree entered against the Atlantic 
Refining Co., et al. 

Also submitted herewith in. response to paragraph 6 of your letter of April 
3, 1957, is information concerning the decrees entered against the Owen-Corning 
Fiberglass Corp. and Liquid Carbonic Corp., et al. 

Sincerely yours, 
Victor R. HANSEN, 
Assistant Attorney General, Antitrust Division. 


a 


JULY 12, 1957. 
Hon. Vioror R. HANSEN, 
Assistant Attorney General, Department of Justice, 
Washington, D.C. 

DEAR JupGE HANSEN: This will acknowledge your letter of July 2, 1957, relative 
to the investigation by the House Antitrust Subcommittee of the consent-decree 
program of the Department of Justice. 

I note that you intend to continue your search for the documents that contain 
the information requested in questions 2 and 3 of my June 22, 1957, letter. The 
Antitrust Subcommittee will be pleased to receive this information when you 
have located these documents. 

In connection with the statement transmitted with your July 2 letter relative 
to enforcement of the decree in The Atlantic Refining Co., et al. case, which had 
been requested in paragraph 10 (b) of my April 3, 1957, letter to you, it would 
be appreciated if you would furnish the following additional information: 

1. I note your statement recites: “* * * there have been 31 official ‘interpre- 
tations’ (some oral and some in writing) by the Department of various provisions 
of the judgment * * *.” Only one interpretation of the judgment has been 
supplied to the Antitrust Subcommittee by the Department of Justice, that is, 
the letter dated September 14, 1950, from Assistant Attorney General Bergson to 
Service Pipeline Co. Accordingly, it is requested that the Department of Justice 
supply to the Antitrust Subcommittee copies of all other written interpretations, 
and an explanatory statement of each official oral interpretation that has been 
made of the various provisions of the judgment. 

2. In your statement you also say: “* * * three investigations have been 
conducted by the Federal Bureau of Investigation * * *.” It would be appre- 
ciated if you would furnish to the Antitrust Subcommittee a statement that sum- 
marizes the factual results of each of these FBI investigations. 

Sincerely yours, 


EMANUEL CELLER, Chairman. 
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DEPARTMENT OF JUSTICE, 
Washington, July 30, 1957. 
Hon. EMANUEL CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 

My Dear CONGRESSMAN CELLER: In further response to your letter of June 22, 
1957, we are submitting herewith the information requested in questions 1 and 2 
insofar as we are able to locate such data. 

In response to question 1, there is submitted herewith in duplicate a list of 
the pipeline companies which in 1957 submitted annual reports to the Attorney 
General for the calendar year 1956, giving the information required by 
paragraph VIII of the final judgment entered in the case of United States v. 
Atlantic Refining Company, et al., Civil Action 14064. The list also indicates 
the ownership of each pipeline as reported by the pipeline in its form P report 
to the Interstate Commerce Commission (with the exception of the Badger Pipe 
Line Co. for which this data will be submitted later). It should be pointed out 
that certain pipeline companies voluntarily submit reports but take the position 
that they are not subject to the provisions of the decree. These companies are 
indicated on the list by asterisks. 

In response to question 2, the Department's files indicate that in each of the 
following cases: United States v. Standard Oil Company (Ind.), Civil Action 
201 (N. D. Ind.), and United States v. Phillips Petroleum Company and Phillips 
Pipe Line Company, Civil Action 182 (Del.), the complaint which was filed by 
the Department did not specifically allege the total amount of refunds, rebates, 
or offsets illegally paid by the carrier to its shipper-owner, but in each case the 
Government prayed that the defendant be required to account for the rebates 
and offsets received by it, and pay to plaintiff the authorized forfeiture of three 
times the total amount of money and value of other considerations found by the 
court to have been illegally received by the defendant as refunds, rebates, and 
offsets. 

The action against the Great Lakes Pipeline Company, Civil Action 183 (Del.), 
sought only an injunction against the pipeline further paying rebates or divi- 
dends to its shipper-owners and did not seek any money judgment. 

In regard to the information requested in question 3, no complaints other than 
those that were actually filed against the Standard Oil Co. (Ind.), Phillips 
Petroleum Co., and Phillips Pipe Line Co., and the Great Lakes Pipeline Co. were 
authorized by the then Assistant Attorney General. Whether the filing of any 
other complaints that the staff might have drafted would have been authorized by 
the then Assistant Attorney General it is impossible to say. There is no indica- 
tion in the files that any such complaints were ever considered or even seen by the 
then Assistant Attorney General. Under the circumstances I think it would be 
inappropriate for the Department to submit any studies that might have been 
made by members of the staff concerning the total amount of money that might 
have been secured by the Government had certain complaints, which were not 
officially approved by the then Assistant Attorney General, been filed. 

Sincerely yours, 
Rosert A. BIcKs, 
Acting Assistant Attorney General, Antitrust Division. 


DEPARTMENT OF JUSTICE, 
Washington, July 31, 1957. 
Hon. EMANUEL CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D.C. 

My DEAR CONGRESSMAN CELLER: This responds to the two requests for informa- 
tion contained in your letter of July 12, 1957. Your first request was for all 
“official written interpretations” and an explanatory statement of each “official 
oral interpretation” that has been made of the various provisions of the decree 
in United States v. Atlantic Refining Co. et al. The Department is currently 
considering possible enforcement steps which involve these interpretations. 
Many of these so-called interpretations were little more than expressions of 
opinion as to the position that the Department might take if and when certain 
events were to occur. All were confined solely to specific individuals and at 
times unique problems. And the Department might well urge that these prior 
interpretations had no bearing on any particular enforcement move—contem- 
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plated now or in the future. Accordingly, to disclose such interpretations now, 
I believe, might complicate enforcement of the above judgment. 

Your second request is for a statement that summarizes the factual: results 
of each of the three FBI investigations conducted in the Atlantic Refining Co. 
ease. Each of the investigations consisted entirely of analyses by FBI account- 
ants of the books and records of one or more of the defendants. The factual 
results of the reports are not susceptible of summary in the form of a statement 
and any attempt at summarizing the reports would necessarily divulge some 
figures that were obtained by the agents with the understanding they would be 
published only in court. Accordingly, I cannot appropriately send these reports 
to your committee. 


Sincerely yours, 
Ropert A. BIcKs, 


Acting Assistant Attorney General, Antitrust Division. 


DEPARTMENT OF JUSTICE, 
Washington, October 1, 1957. 
Hon. EMANUEL CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D.C. 

My DEAR CONGRESSMAN CELLER: On July 30, 1957, we wrote to you in further 
response to your letter of June 22, 1957, and submitted the information requested 
in questions 1 and 2 insofar as we were able to locate such data. 

At the time of submitting this information several reports had been received 
from various pipeline companies but had not been incorporated in the files which 
the staff had checked out and were using to obtain the information desired by 
your committee. The result was that the list which we submitted to you of 
companies submitting annual reports was incomplete. 

Accordingly, to remedy this situation we are attaching hereto a complete list 
of all pipeline companies from whom annual reports were received during the 
year 1957. 

Sincerely yours, 
Victor R. HANSEN, 
Assistant Attorney General, Antitrust Division. 


PIPELINE COMPANIES SUBMITTING ANNUAL Reports, 1957 


American Oil Pipe Line Co., Esperson Building, Houston, Tex. 

Arkansas Pipe Line Corp., Shreveport, La. 

Arapahoe Pipe Line Co., 35 East Wacker Drive, Chicago, Ill. 

Atlanta Pipe Line Co., 260 South Broad Street, Philadelphia, Pa. 

American Oil Co., Post Office Box 2, New Orleans, La. 

Badger Pipe Line Co., Cities Service Building, Bartlesville, Okla. 

Butte Pipe Line Co., Shell Building, Post Office Box 2648, Houston, Tex. 

Continental Pipe Line Co., Ponca City, Okla. 

Cities Service Pipe Line Co., Cities Service Building, Bartlesville, Okla. 

Detroit: Southern Pipe Line Co., The Pure Oil Building, 35 East Wacker Drive, 
Chicago, Tl. 

Gulf Refining Co., Gulf Building, Pittsburgh, Pa. 

Great Lakes Pipe Line Co., Post Office Drawer 2239, Kansas City, Mo. 

Humble Pipe Line Co., Drawer 2220, Houston, Tex. 

Interstate Oil Pipe Line Co., Post Office Box 1107, Shreveport, La. 

Kaw Pipe Line Co., Post Office Box 2332, Houston, Tex. 

Lakehead Pipe Line Co., Inc., 25 Adelaide Street, West, Toronto, Ontario, Canada 

Magnolia Pipe Line Co., Dallas, Tex. 

Okan Pipe Line Co., Box 1589, Tulsa, Okla. 

Oklahoma Mississippi River Products Line, Inc., Post Office Box 2139, Tulsa, 
Okla. 

Portland Pipe Line Corp., 335 Forest Avenue, Portland, Maine 

Project Five Pipe Line Corp., Post Office Drawer 2110, Houston, Tex. 

Platte Pipe Line Co., 1200 Power & Light Building, Kansas City, Mo. 

Phillips Petroleum Co., Bartlesville, Okla. 

Phillips Pipe Line Co., Bartlesville, Okla. 

Plantation Pipe Line Co., Post Office Box 1743, Augusta, Ga. 

Pioneer Pipe Line Co., Ponca City, Okla. 

Pure Transportation Co., The Pure Oil Building, Chicago, Il. 
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Socony Mobil Oil Co., Inc., 150 Bast 42d Street, New York, N. Y. 
Southeastern Pipe Line Co., 777 West Peachtree Street NE., Atlanta, Ga. 
Service Pipe Line Co., Service Pipe Line Building, Tulsa, Okla. 

Shell Pipe Line Corp., Shell Building, Post Office Box 2648, Houston, Tex. 
Sohio Pipe Line Co., Midland Building, Cleveland, Ohio 

Sun Pipe Line Co., 1608 Walnut Street, Philadelphia, Pa. 

Sun Oil Line Company of Michigan, 1608 Walnut Street, Philadelphia, Pa. 
Sun Pipe Line Company of Illinois, 1608 Walnut Street, Philadelphia, Pa. 
Sinclair Pipe Line Co., Sinclair Building, Independence, Kans. 

Texas-New Mexico Pipe Line Co., Post Office Box 2332, Houston, Tex. 

The Texas Pipe Line Co., Houston, Tex. 

Texas-Cities Service Pipe Line Co., Post Office Box 2332, Houston, Tex. 
Tidal Pipe Line Co., Box 731, Tulsa, Okla. 

Teche Pipe Line Co., The Pure Oil Building, 35 East Wacker Drive, Chicago, Ill. 
Tuscarora Pipe Line Co., Ltd., 3535 North Sixth Street, Dauphin County, Pa. 
The Tide-Water Pipe Line Co., Ltd., 54 Boylston Street, Bradford, Pa. 
Utah Oil Refining Co., Utah Oil Building, Salt Lake City, Utah 

West Texas Gulf Pipe Line Co., Post Office Drawer 2100, Houston, Tex. 
Wyco Pipe Line Co., 910 South Michigan Avenue, Chicago, Ill. 

Wolverine Pipe Line Co., 680 Fifth Avenue, New York, N. Y. 

Yellowstone Pipe Line Co., Ponea City, Okla. 


OcroseER 3, 1957. 
Hon. Vicror R. HANSEN, 
Assistant Attorney General, Antitrust Division, 
Department of Justice, Washington, D. C. 

Deak JUDGE HANSEN: In connection with its study of the consent-decree pro- 
gram of the Department of Justice, the House Antitrust Subcommittee would 
appreciate receiving from you a table that consolidates certain information 
reported to the Attorney General by Service Pipe Line Co. pursuant to section 
VIII of the decree entered in U. 8. v. The Atlantic Refining Company, et al, civil 
action No. 14060, District of Columbia, December 23, 1941. The information 
the subcommittee desires to have included in this table is set fourth in out- 
line on the attached form. 

In addition to the information in this table, the subcommittee would appreci- 
ate the following: 

(a) From 1941 to date, the value in each of those years of additions 
and betterments included by Service Pipe Line Co., in valuation used as a 
basis for paying dividends pursuant to Service’s pro rata theory of com- 
puting the value of addition and betterments placed in service during 
the calendar year covered by each report, and the total of all such pro 
rated valuations of additions and betterments. 

(b) From 1941 to date, the value in each year of retirements deducted 
by Service Pipe Line Co. from valuation used as a basis for paying divi- 
dends pursuant to Service’s pro rata theory of computing the value of re- 
tirements withdrawn from service during the calendar year covered by each 
report and the total of all such prorated valuations of retirements. 

(c) From 1941 to date, total amount of dividends paid and all other pay- 
ments made by Service Pipe Line Co. to the shipper-owner. 

Thank you for your cooperation in assisting the subcommittee in this matter. 

Sincerely yours, 

EMANUEL CELLER, Chairman. 


OcroBEeR 16, 1957. 
Hon. EMANUEL CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 


My Dear CONGRESSMAN CELLER: This acknowledges your letter of October 3, 
1957, requesting certain information contained in the annual reports filed by 
the Service Pipe Line Co. pursuant to paragraph VIII of the judgment entered 
in United States v. The Atlantic Refining Company, et al. 

I am informed by Mr. Karsted of my staff that he has been informed by Mr. 
Harkins of your staff that your committee has received from the Service Pipe 
Line Co., by subpena, copies of all such reports filed by the Service Pipe Line Co. 
with the Attorney General. 
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Under the circumstances I see no impropriety in disclosing the information 
which you request and I am happy to be of service to the committee. Accord- 
ingly, the information requested is attached hereto. The figures supplied under 
the heading “Dividends Allowable Subsequently” (which include the accumu- 
lated sums earned and withheld pursuant to par. III (¢c) and unearned amounts 
permitted to be paid within the subsequent 3 years, as provided in par. III (d) ) 
are, of course, calculated figures from the basic figures supplied in the company’s 
reports. If you discover any error in the calculations we would appreciate be- 
ing informed of that fact. 

Sincerely yours, 


Vicror R. HANSEN, 
Assistant Attorney General, Antitrust Division. 
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TUESDAY, OCTOBER 22, 1957 


Houser or REPRESENTATIVES, 
ANTITRUST SUBCOMMITTEE OF THE 
CoMMITTEE ON THE JUDICIARY, 
Washington, D.C. 

The subcommittee met, pursuant to adjournment, at 10: 05 a. m., in 
room 346, Old House Office Building, Hon. Emanuel Celler (chair- 
man) presiding. 

Present : Representatives Celler and Keating. 

Also present : Herbert N. Maletz, chief counsel, Kenneth R. Harkins, 
cocounsel; Milton Eisenberg, associate counsel, and Julian H. Sing- 
man, assistant counsel. 

The Cuatrman. The subcommittee will come to order and we will 
continue with the statement and testimony of Judge Hansen. Judge 
Hansen ? 


TESTIMONY OF HON. VICTOR R. HANSEN, ASSISTANT ATTORNEY 
GENERAL, DEPARTMENT OF JUSTICE; ACCOMPANIED BY ROBERT 
A. BICKS, FIRST ASSISTANT, ANTITRUST DIVISION, DEPART- 
MENT OF JUSTICE; W. D. KILGORE, JR., CHIEF, JUDGMENT AND 
JUDGMENT ENFORCEMENT SECTION, ANTITRUST DIVISION; AND 
ALFRED KARSTED, ATTORNEY, ANTITRUST DIVISION, DEPART- 
MENT OF JUSTICE—Resumed 


Mr. Hansen. Mr. Chairman, I thought that the committee might be 
interested in knowing that at 6 o’clock last evening we received word 
that Judge Ritter had ruled with the Government in the El] Paso case, 
holding that primary jurisdiction was not such that it would transfer 
the matter to the Federal Power Commission, and that a motion was 
made 

The Cuatrman, I just want to say that is very good news. 

Mr. Hansen. It is good news, and the court denied a motion to stay 
the proceeding until appeal should be taken and ordered that the 
Government go forward with its discovery. 

Mr. Harkins. Judge Hansen, is it not correct that on September 30, 
1940, there were four cases filed by the Antitrust Division that involved 
oil pipelines and alleged violations of the antitrust laws and the 
Elkins Act by the major oil companies ? 

Mr. Hansen. Three, I understand, rather than four. 
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Mr. Harkins. The API case was frled on September 30, 1940; was 
it not? 

Mr. Hansen. They correct me. There were four. I don’t know 
of my own persons al knowledge. 

Mr. Harkins. Now the complaints i in each of these four cases were 
signed by Mac Asbill, W. B. Watson Snyder, and H. Douglas Weaver ; 
is that not true! 

Mr. Hansen. I don’t know of my own personal knowledge, but if 
you have it there I am sure it is. 

Mr. Harkins. That is the fact. They were signed by these gen- 
tlemen. Mr. Mac Asbill and W. B. Watson Snyder signed as Special 
Assistants to the Attorney General. 

Mr. Hansen. That is in 1940. 

Mr. Harkins. The complaints—this is 1940—the complaint in the 
API case was signed by Edward M. Curran, United States Attorney 
for the District of C olumbia, Robert H. Jackson, Attorney General, 
Thurmond Arnold, Assistant Attorney General, Mac Asbill, Special 
Assistant to the Attorney General, W. B. Watson Snyder, Special 
Assistant to the Attorney General, HL. Douglas Weaver, Speci ial At- 
torney, and the other three cases involving the Elkins Act violations 
are the same. 

It is correct, is it not, that one of these cases was against the Amer- 
ican Petroleum Institute and its members and included a total of 367 
defendants ? 

Mr. Hansen. That’s correct. It is the Mother Hubbard case. 

Mr. Harkins. That is the Mother Hubbard case. And is it not 
a fact that in this case the Department alleged an overall conspiracy 
to monopolize the entire petroleum industry. from the production and 
sale of crude oil to the retail sale of finished petroleum products? 

Mr. Hansen. That is true as I recall it. 

Mr. Harxrns. In fact in this complaint the Antitrust Division 
attacked more than 20 oil industry programs that were allegedly used 
to accomplish monopolization of the oil industry; is that not true / 

Mr. Hansen. That is correct. I reviewed that in my statement. 

Mr. Harkins. Yes, sir; I just wanted to bring these particular 
facts out. One of these programs in the API case involved a con- 
spiracy to violate the Elkins Act and the Interstate Commerce Act. 
Is that not true? 

Mr. Hansen. I think that is correct. 

Mr. Harxrns. In paragraph 34 of the complaint, the Department 
alleged that the defendants conspired— 
to charge excessive rates for the use of crude oil and gasoline pipelines and to 
receive back as refunds and rebates on the rates charged to themselves a sub- 
stantial part of the revenue from pipeline operations— 

Is that not correct ? 

Mr. Hansen. That is my understanding. 

Mr. Harxrns. The complaint also charged that— 

These rebates resulted in crude oil and petroleum products being transported 
by the defendants at less rates than those named in the tariffs published and 


filed by the pipelines and are used by defendant owners to subsidize operations 
in other branches of the industry— 


Is that not right? 
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Mr. Hansen. That is my recollection. 

Mr. Harkins. The complaint also alleged that these rebates enabled 
the defendants to enjoy an unfair competitive advantage over their 
independent competitors who were unable to use pipelines under con- 
ditions imposed by the defendants; isn’t that true? 

Mr. Hansen. That is the real basis of it: yes. 

Mr. Harxrns. And in addition to the principal suit against the 
API, there were three supplementary suits under the Elkins Act? 

Mr. Hansen. Three is right. 

Mr. Harkins. The Elkins Act cases were supplementary to the 
API case. 

Mr. Hansen. That’s right. 

Mr. Harkins. Now, one of these cases was against Standard Oil 
Company of Indiana. It is true, is it not, that in that case in the 
period from 1931 through 1939 the Government charged the defendant 
Stanolind Pipeline Co. had paid to its shipper owner $91,653,439 in 
rebates, inh amounted to 48 percent of the total transportation 
revenues received by the pipeline company. 

~ Mr. Hansen. That is the allegation in the complaint, as I recall. 

Mr. Harxrns. It is also true, is it not, that these rebates paid by 
Standard amounted to 36.26 percent of the average annual return on 
the value of the capital dank owned by Indiana Standard Oil Co.? 

Mr. Hansen. That is the allegation. 

The Cuarrman. What is Stanolind? 

Mr. Harxrns. That is the pipeline. It is true, is it not, that the 
Government did not prosecute any of the 4 cases involving the oil 
industry that had filed on September 30, 1940? 

Mr. Hansen. They dismissed them. 

Mr. Harkins. That’s right, all those cases were ultimately dis- 
missed. 

Mr. Hansen. That’s correct. One was in 1951. 

Mr. Harkins. The API case was dismissed in 1951. The other 
three were dismissed after the Atlantic Refining decree, was it not? 

Mr. Hansen. That is my recollection. 

Mr. Harktns. Now, the consent decree in the Atlantic Refining case 
that was filed on December 23, 1941, dealt only with the Elkins Act 
and the Interstate Commerce Act issues; is that not true? 

Mr. Hansen. That is my recollection. 

Mr. Harkins. And there was neither a consent decree or any liti- 
gation with respect to the antitrust allegations that the major oil 
companies had conspired to charge excessive rates for the use of crude 
oil in gasoline pipelines and to receive refunds and rebates from the 
opel ration of the pipelines; is that not true? 

Mr. Hansen. I covered that in my statement. That is my under- 
standing. They did dismiss it, that it was so unwieldy that the matter 
could not possibly be handled. That it should ‘subsequently be 
handled by a series of cases. 

Mr. Harxrns. Have there been any significant changes in the ac- 
tivities of the API with respect to pipeline operations or with respect 
to the ICC since the filing of the API case in 1940? 

Mr. Hansen. That’s one of the matters we are investigating. I 
haven’t a conclusion as to all of the facts. 

Mr. Harkins. You are investigating that situation now. 

Mr. Hansen. Yes, sir; we are. 
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Mr. Harkins. When the API case was dismissed in 1951, you stated 
yesterday, I believe, the justification for its dismissal was the fact the 
segment cases would be filed. 

Mr. Hansen. That was the justification they expressed at the time. 

Mr. Harrys. Up to this time there has been no segment case filed 
with respect to the program in the API case that involved an alleged 
conspiracy in pipeline operations; isn’t that true? 

Mr. Hansen. That is correct. 

Mr. Harkins. Are not the facts that existed in 1940 and the facts 
that exist today comparable with respect to the operations of pipe- 
lines ? 

Mr. Hansen. Certainly facts that we have alleged in the four cases 
we filed are comparable to facts that were alleged ‘there existed, but as 
to whether all of the facts are true, I won’t be able to determine that 
until the investigation is completed. 

Mr. Harkins. The dividend payments to shipper-owners when com- 
pared to their capital stock investments still is exorbitant; is it not? 

Mr. Hansen. That is a matter of opimon. We have alleged—— 

The Cuatrman. You alleged that in your new suits ¢ 

Mr. Hansen. Yes. 

The Cuarrman. You alleged that in your motion. 

Mr. Hansen. We alleged the percentage which to me seems to be, 
but some c ahead that 100 percent is not excessive. 

Mr. Harkins. In 1955, Service Pipeline had transportation reve- 
nues of $56,175,141 and paid dividends to its shipper-owner of $15,- 
558,051. Now this means, does it not, that Service Pipeline paid in 
1955 an amount equal to 27 percent of its transportation revenues to 
its shipper-owners ¢ 

Mr. Brexs. Is that paid or declared, Mr. Harkins? 

Mr. Harxrns. Paid. 

Mr. Hansen. I can’t say that is true or not. Iam not prepared to 
answer. I am not saying it is not true. I say I am not saying it is 
not true, but I just can’t verify that it is. 

Mr. Harkrns. Mr. Chairman, the committee requested from the 
Service Pipeline Co., among others, a statement as to the dividends 
paid in 1955 and in the report that was given to the committee, the 
dividends paid were $15,559,051. 

Mr. Hansen. I am not questioning your information, only I haven’t 
any access to your information and I haven’t had ac hance to compare 
it with what we have. 

Mr. Harxrns. Have such computations been made in the consent 
decree section ¢ 

Mr. Kiucore. I think that we have to stay on the allegations that 
we have in our pleadings, sir. 

Mr. Harkins. The ‘allegation in your pleading against Service 
does not involve this problem, does it? 

Mr. Kineore. No. 

Mr. Harkins. We have received, the committee has received, Mr. 
Chairman, from the Interstate Commerce Commission a statement 
of the transportation revenue the companies the committee has secured 
information from, and Service Pipeline according to the informa- 

tion furnished to the committee by the Interstate Commerce Com- 
mission had transportation revenues in 1955 of $56,175,141. The 
question is this: When you compare the dividends paid to the trans- 
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portation revenues, is it not a fact that in 1955 Service Pipeline Co. 
paid to Standard Oil Company of Indiana an amount equal to 27 per- 
cent of its transportation revenues ? 

Mr. Hansen. Assuming your information is correct and your 
mathematics are correct, that is it. 

Mr. Harkins. That would be the answer; yes, sir. Now, assuming 
that that answer is correct, does this not mean that for every dollar 
the shipper-owner, that is Standard of Indiana, pays to Service 
Pipeline in transportation tariffs, an amount equal to 27 cents was re- 
turned to the shipper-owner ? 

Mr. Hansen. I certainly would want to study the facts before I 
would give a conclusion offhand. I have no reason to doubt your con- 
clusion that it is correct, but I wouldn’t want to make that as a state- 
ment without having a chance to study the facts. 

Mr. Harkins. Providing the figures are right and the informa- 
tion that has been submitted to the committee is right, if 27 percent 
of its transportation revenues were paid to the shipper-owner, would 
it not be so that out of every dollar paid in transportation tariffs, 27 
cents were then returned to the shipper-owner ? 

Mr. Kratrnc. You mean 27 percent is the same as 27 cents out of a 
dollar? 

Mr. Harkins. That’s right. 

Mr. Hansen. I can’t be expected here to run mathematics in my 
mind and come to conclusions without knowing the facts. I am not 
doubting the facts you have, but I certainly can’t confirm them until I 
have completed the investigation and made a study of it. 

The CuatrMAN. Nobody asks that, Judge. 

Mr. Hansen. He asked me if that is not true. I do not know. 

The Cuarmatrn. If it is true, then, you say that figure of 27 per- 
cent is correct? 

Mr. Hansen. If these mathematics are right and his facts are right, 
why, it seems to be true. 

Mr. Harxrns. Could you correct the transcript if these figures are 
wrong? 

Mr. Hansen. We certainly will check into every figure that is pro- 
duced here. 

Mr. Harkins. Thank you, sir. 

Now, provided that we are accurate in our computation that in 1955 
Service Pipe Line paid an amount equal to 27 percent of its transpor- 
tation revenues to its shipper owners, would it not also be true that for 
every dollar paid by other shippers on Service Pipe Line, an amount 
equal to 27 cents was paid to Standard of Indiana? 

Mr. Hansen. If that is your mathematics. I cannot confirm your 
figures and I cannot confirm your facts. I am making a very com- 
plete investigation of this matter and we certainly will compare what 
facts you state here with what facts we find. 

Mr. Harkins. The purpose of these questions is to show how much 
advantage the shipper owner received from the dividend payments. 

Mr. Hansen. Then should not you be testifying instead of asking 
me, when I have told you that I have not completed my investigation ? 
[ have not studied these facts. 

The CuarrmMan. The Chair will recognize that that conclusion is 
sound, that Mr. Harkins has just made. 
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Mr. Hansen. I am not doubting it. 

The CHarrmMan. It is quite evident, quite palpably plain that they 
got 27 cents out of every dollar, that somebody paid that and therefore 
those users of the pipeline paid it. 

Mr. Hansen. I am not questioning that. 

Mr. Keating. The witness is not a mathematician. 

The Cuarrman. I think he is mathematician enough to know enough 
to say 27 cents out of every dollar is 27 percent and somebody had to 
pay it and the pipeline users had to pay it. 

Mr. Hansen. We found in some instances that the accumulation 
has been paid and it has not been paid over. I do not know whether 
those facts are true here. 

The CuarrmMan. We got these facts from the company itself. 

Mr. Hansen. Of course, we have gotten some facts, too, and then 
when we check further we find that the facts we had gotten in the 
first instance are not always accurate. 

Mr. Harxrys. Judge Hansen, I do not believe the reports that have 
been made to the Attorney General by Service Pipe Line, at least on 
the face shows that the dividends actually paid by the pipeline to 
the shipper owner have varied from year to year in accordance with 
the modifications of the report. 

Mr. Hansen. I am not prepared to state that the amount reported to 
us was the accurate amount. I do not know, until we check it. 

Mr. Harkins. In 1956 the Service Pipe’ Line paid $13,441,065 in 
dividends to its shipper owners and had transportation revenues of 
$60,071,300. Provided those figures are accurate, does this not mean 
that Service Pipe Line paid out in 1956 an amount equal to 22 percent 
of its transportation revenues to its shipper owners ? 

Mr. Hansen. If your mathematics are correct and your facts are 
correct, that seems to follow. 

Mr. Harkins. And Great Lakes Pipe Line, in 1955 paid $7,410,042 
to its shipper owners and had transportation revenues of $36,520,233. 
Provided these amounts are correct, this means, does it not, that in 
1955 Great Lakes Pipe Line paid out an amount equal to 20 percent 
of its transportation revenues in dividends ? 

Mr. Hansen. If your mathematics are correct, that seems to follow. 

Mr. Harkins. At this point, Mr. Chairman, I would insert in the 
record table of revenues prepared and given to the committee by the 
ICC. 

The Cuarrman. That will be received. 
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(The table of revenues referred to is as follows :) 
INTERSTATE COMMERCE COMMISSION, BUREAU OF ACCOUNTS, CosT FINDING AND 
VALUATION 


Statement of operating revenues for the years 1955 and 1956 as reported to the 
Commission in annual reports 





Great Lakes Pipe Line Co.: 








Trunklines: 
Transportation revenue ‘else $36, 520,233 | $37, 973, 129 
Storage and demurrage revenue al 145, 940 | (44, 279) 
Rent revenue ; ‘ a 13, 003 | 56, 175 
Miscellaneous revenues 3, 913, 873 3, 962, 916 
Total wai | 40,593,049 | 41, 947, 941 
Gulf Refining Co., pipeline department: | | 

Gathering lines: | | 
Transportation revenue | 11, 277,826 12, 658, 415 
Storage and demurrage revenue besn= . 
Rent revenues | 19, 246 | 15, 004 

Liscellaneous revenues 93, 652 | 108. 199 
Total | 11,390,724 | 12, 781, 708 

Trunklines: | 
Transportation revenue ----| 24,270,012 | 27,106,180 
Storage and demurrage revenue. -_- | 
Rent revenue | 131, 894 150, 134 
Miscellaneous revenue | 1, 184, 449 912, 170 

Total | 25,586,355 | 28, 168, 484 

Grand total: 
Transportation revenue 35, 547,838 | 39, 764, 595 
storage and demurrage revenue “~~ +s 
Rent revenues 51,140 | 165, 228 
Miscellaneous revenues 1, 278, 101 | 1, 020, 369 

i ’ r 7 oe Wee nee 
Total 36, 977, 079 40, 950, 192 
Interstate Oil Pipe Line Co.: 

Gathering line | 
lransportation revenue | 6, 604, 477 | 7, 030, 342 
Storage and 1 murrage revenue | . 

Rent revenues 1, 218 | 1, 087 
Miscellaneous revenues 46, 712 56, 351 
Total | 6,652,407 | —_7, 087, 780 

Trunklines | 
Transportation revenue _- 12, 979, 354 | 13, 862, 558 
Storage and demurrage revenue ‘ 
Rent revenue 3, 597 2, 240 
Miscellaneous revenues 943, 239 | 1, 416, 699 

Total | 13,926,190 | 15, 281, 497 

Grand total 
lransportation revenue 19, 583, 831 20, 892, 900 
Storage and demurrage revenue 
Rent revenues ; 4,815 | 3, 327 
Miscellaneous revenues 989, 951 | 1, 473, 050 

Total 20, 578,597 | 22,369,277 
Service Pipe Line Co.: 

Gathering lines 
Transportation revenue- 11, 836, 677 12, 404, 500 
Storage and demurrage revenue 
tent revenues 7 3 40, 919 | 31, 018 
Miscellaneous revenues 183 11, 432 

Total | 11, 877, 779 | 12, 446, 9E9 

Trunklines: 

Transportation revenue 44,338,464 | 47, 666,800 

Storage and demurrage revenue ae 

Rent revenue 46, 639 47, 063 

Miscellaneous revenue 69, 070 220, 061 
Total . | 44,454,173 | 47,933, 924 


98505—57—pt. 1, vol. 1——-9 
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Statement of operating revenues for the years 1955 and 1956 as reported to the 
Commission in annual reports—Continued 


1955 1956 


Service Pipe Line Co.—Continued 
Grand total: 
Transportation revenue - - - 56, 175, 141 60, 071, 300 
Storage and demurrage revenue 
Rent revenues 
Miscellaneous revenues 


78, O81 
| 231, 493 





Total 56, 3 


60, 380, 874 


Sun Pipe Line Co.: 
Gathering lines: 


Transportation revenue 7 4 2, 784, 784 | 2, 655, 497 

Storage and demurrage revenue 

Rent revenues... 9, 420 8, 735 

Miscellaneous revenues.-.- 59, 761 88, 339 
Total 2, 853, 965 2, 752, 57 


Trunk lines: 





Transportation revenue- -- -- 10, 962, 966 12, 239, 249 
Storage and demurrage revenue... .. 313, 943 250, 472 
Rent revenue 11, 047 13, 700 
Miscellaneous revenues-. 1, 127, 739 1, 086, 873 

Total 12, 415, 695 13, 590, 294 


Grand total: 


Transportation revenue. - - 13, 747, 750 14, 894, 746 
Storage and demurrage revenue_.-_- 313, 943 250, 472 
Rent revenues_. 20, 467 22, 435 
Miscellaneous revenues_. 1, 187, 500 1, 175, 212 

Total_- 15, 269, 660 16, 342, 865 


Texas Pipe Line Co., The: 
Gathering lines 
Transportation revenue 6, 591, 142 6, 846, 368 


Storage and demurrage revenue 


tent revenues. 7, 460 7, 262 
Miscellaneous revenues 137 
Total_. 6, 598, 739 6, 853, 630 


Trunklines: 


Transportation revenue 28, 469, 891 31, 367, 674 

Storage and demurrage revenue 

Rent revenue 9Y, 513 114, 547 

Miscellaneous revenue ; 3, 470, 655 3, 575, 332 
Total 32,040,059 | 35, 057, 553 


Grand total: 


Transportation revenue 35, 061, 033 38, 214, 042 
Storage and demurrage revenue___- 
Rent revenues 106, 673 121, 809 
Miscellaneous revenues_. 3, 470, 792 3, 575, 332 
Total_... . = 38, 638, 798 41, 911, 183 
Tidal Pipe Line Co.: 
Gathering lines: 
Transportation revenue 422,727 420), 383 
Storage and demurrage revenut 
Rent revenues ), 124 6, 521 
Miscellaneous revenues 
Total 431, 851 $26, 904 
Trunklines: 
Transportation revenue 248, 004 257, 501 
Storage and demurrage re venue 
Rent revenue 6 
Miscellaneous revenues 94, 718 66, 891 
Total 5 342, 722 324, 398 
Grand total: 
Transportation revenue acids 4 670, 731 677, 884 
Storage and demurrage revenue.._-- ae 
Rent revenues aca cae shag 9, 124 6, 527 
Miscellaneous revenues__-_.-.- ‘ata poe dod a cela eclale =< i 94, 718 66, 891 


a a en aaa 774, 573 751, 302 
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Mr. Harkins. In connection with the Elkins Act cases that were 
filed on September 30, 1940, the Attorney General filed an expediting 
certificate; did he not? 

Mr. Hansen. That is my understanding. 

Mr. Harkins. And in January of 1941 the special court that was 
convened issued an opinion on the venue question which was favorable 
to the Government. 


Mr. Hansen. That is my understanding. 
Mr. Harkins. At that stage of the proceeding, how much time 





would have elapsed had the cases been prosecuted ? > 
Mr. Hansen. I have no way of knowing. hy 
Mr. Harkins. Were not the defendants 
Mr. Hansen. I have gone in on cases where they estimated 3 weeks 


and it has taken 9 months, and vice versa. I have no way of knowing. 

Mr. Harkins. At that stage of the proceeding, had not the defend- 
ants denied the allegations in the Government’s complaints but had 
admitted the dividend payments, so, essentially, is it not true that 
at that stage of the proceeding the facts were not in issue? It was a 
question of the law applicable. 

Mr. Hansen. I was not there at the time, and I do not know what 
was before the Attorney General or Assistant Attorney General that 
caused him to make the decision that he had. 

Mr. Keatine. What year was this? 

Mr. Hansen. 1940 and 1941. 

Mr. Harkins. Judge Hansen, has a study been made of the records 
of the Department of Justice of the negotiations that led up to the 
entry of this decree ? 

Mr. Hansen. Such records as we have, we have studied. 

Mr. Harkins. Were these negotiations conducted by a committee 
on each side ? 

Mr. Hansen. My recollection is that the negotiations were pri- 
marily carried on by Thurman Arnold, on the one side, and by a com- 
mittee, on the other. 

Mr. Harkins. Do you know the names of the industry officials who 
negotiated the decree? 

Mr. Hansen. I do not at the moment. 

Mr. Harkins. Would your records show that the chairman was 
Colonel Klein, president of the Texas Co. ? 

Mr. Hansen. I am informed my records do show that. 

Mr. Harkins. Do your records show that the secretary of the In- 
dustry Negotiating Committee was Charles Thompson, counsel for 
the Atlantic Refining Co. ? 

Mr. Hansen. That is my recollection. I think I mentioned his 
name in the statement. 

Mr. Harkins. And other members of the committee were Edward 
Hall, representing Standard Oil Company of New Jersey; do your 
records show that ? 

Mr. Kireore. I do not recall the personnel making up the committee. 
Mr. Klein’s and Mr. Thompson’s names are familiar. 

Mr. Harkins. According to the information the committee has, the 
remaining members of the negotiating committee on the industry side 
were: John Green, who represented Gulf; John Emery, who repre- 
sented Phillips; James Cosgrove, who represented Continental; and 
Buell Jones, who represented Indiana Standard. 
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Mr. Kireorr. I have a memorandum here now that indicates that 

was the composition of the committee. 

Mr. Harkins. And were the negotiators for the Government Thur- 
man Arnold, Mac Asbill, W. B. Watson Snyder, H. Douglas Weaver, 
Fred Berquist, Roy Cook, and Ed Knapp? 

Mr. Kircore. I do not find Cook or Knapp among them. 

Mr. Harxrns. Did George Stocking participate in negotiations? 

Mr. Kixcore. I find his name here; yes, sir. Ido not know whether 
it is George Stocking. Ihave “Stocking.” 

Mr. Knatine. Are any of those people in the Department now ? 

Mr. Kiicore. No, sir, they are not—none of them. 

Mr. Harkins. What can you tell the committee about the negotia- 
tions that led up to the entry of 

Mr. Hansen. I cannot tell you anything about it. Everything I 
have is entirely hearsay. 

Mr. Harxrns. Do the records of the Department of Justice show 
whether the industry submitted to the Department of Justice, in 
October, a proposed consent decree that would dispose of the Elkins 
Act violations? 

Mr. Hansen. I have no knowledge of it. The staff does not, either. 

Mr. Harkins. Would you check your records and verify whether 
that was so? 

Mr. Hansen. Yes, sir; we will. 

Mr. Kirgorer. This was October ? 

Mr. Harkrns. Will you check your records and supply for inclusion 
in the committee’s records complete chronology of the negotiations? 

Mr. Hansen. We do not have the complete chronology of it. It is 
impossible to. Those things are carried on partially in memorandums 
and partially in oral discussions, and we have no way of knowing what 
took place at the tim 

The Cuamman. Could you give it under those circumstances as 
best you can ? 

Mr. Hansen. We will give you whatever information we have con- 
cerning the negotiations. 

May I get the date when you asked when the consent decree was 
presente d? 

Mr. Harkins. The specific question was: Did the industry submit 
to the Department of Justice in October a proposed consent decree 
that would dispose of the Elkins Act violations? 

Mr. Hansen. Of what year? 

Mr. Harkins. October of 1941. 

Mr. Hansen. We will check it. 

Mr. Harxrns. Do the records of the Department of Justice show 
at any time during the negotiations on the Elkins Act case whether 
or not the Department of Justice representatives seek to have attached 
to a consent decree an exhibit that sets forth the investment in pipe- 
lines of each of the companies concerned ? 

Mr. Hansen. I am informed by members of my staff that there is 
some reference to some negotiations, but that the contents of those doc- 
uments contain very valuable and necessary information in our pend- 
ing investigation and in our pending litigation. Therefore we feel 
that we should not produce it. 
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Mr. Harxins. We are not asking you to produce it. The question 
now is, during the negotiations did the staff of the Department of 
Justice— 

Mr. Hansen. You are asking for a staff recommendation to the head 
of the Division, and we feel that those staff recommendations should 
be maintained confidential within the Division. 

Mr. Harkins. Mr. Chairman, we have a letter secured from the 
Service Pipe Line Co. dated March 29, 1950, from Hammond E. Chaf- 
fetz to Mr. J. Lee Burke, president of Stanolind Oil & Gas Co. 

Mr. Chaffetz is the counsel for Standard of Indiana. 

I will not read all of this letter, but he recites as follows. Mr. Chaf- 
fetz is reporting to Mr. Burke a conversation he had with Mr. Snyder. 

Mr. Hansen. Before that is read, I assume the committee is going 
to take the responsibility for any information that is disclosed that 
might be prejudicial to the cases we are filing ? 

The CuarrMAn. Do you know what this letter contains? 

Mr. Hansen. I do not know what it contains. No, sir; but I am 
just saying that the committee must take that responsibility if I am 
confronted with this information that causes a problem in the prosecu- 
tion of our cases and completion of our investigation. 

The Cuarrman. Of course, if this information is to be disclosed now 
when not in the hands of the defendant, I would say there is a great 
deal of merit in what you say, but already it is out of the Department. 

Mr. Hansen. But I do not know what other defendants might have 
it and I do not know that any of them do, and I do not know what 
arrangement was made with those defendants that resulted in their 
getting this letter. 

All I say is that this is the responsibility of the committee. If the 
committee wants to take that responsibility, I have nothing to say. 

Mr. Keratine. Let me ask this question: Is this a letter from an 
attorney to his client ? 

Mr. Harkins. Yes, sir. 

Mr. Kratine. What business have we got putting in 

The Cuarrman. Let us get this straight. When the gentleman from 
New York was conducting investigations here not so many moons ago, 
he did not recognize any such scruples at all. 

Mr. Keatrne. Scruples ? 

The CuarrMan. Yes. 

Mr. Keratina. It isa matter of law. 

The Cuarrman. It is not a matter of law. These things were given 
freely. Nobody raised any question. We asked this of counsel and 
we got it. 

If the counsel felt that there was any confidential communication 
he ee have raised the question of confidence. It has not been 
raised. 

Read the paragraph. 

Mr. Harkins. This letter states: 





He said that when the decree was negotiated, the Department sought to 
limit permissible return to 7 percent on the shipper-owner’s investment, and 
he said that there was discussion even of an exhibit to be attached to the 
decree setting forth the investment of each of the companies concerned. 

According to him, although at the industry’s suggestion, valuation was sub- 
stituted for investment, the intention was that the valuation as of the time would 
be employed, subject to be modified in the event of subsequent betterments, 
additions, or abandonments. 
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He said that the only reason for the provision with respect to the latter 
was the assumption that the basic valuation would remain fixed. 


The question is, during the course of negotiations did the staff of the 
Antitrust Division, whe were negotiating this decree, attempt to have 
affixed to the consent decree an exhibit that set forth the investment of 
each of the companies concerned ? 

Mr. Kuatina. Is not this back in 1941? 

Mr. Hansen. 1941; yes, sir. 

The Cuarrman. We are asking Mr. Hansen—— 

Mr. Hansen. I do not know the answer. 

The CuHarrMan (continuing). If he knows what the record con- 
tains. If he does not, he simply says he does not know. 

Mr. Hansen. He did not ask me about the record. 

Will you read the question, please ? 

Mr. Harkins. Will you read the question, Mr. Reporter? 

The Cuarrman. He simply says he does not know, that is all. 

You do not know, Judge? 

Mr. Hansen. I would like to have the question reread to be sure 
Tam right. 

The CuarrMan. Let the question be read. 

(The question referred to was read by the reporter.) 

Mr. Hansen. It does not say anything about the records. Do I 
know that the staff did that, and I do not. 

Mr. Harxrns. Do the records of the Department of Justice show 
that? 

Mr. Hansen. As long as the committee has brought out the content 
of the letter, we do have a memo. 

The Cuarrman. I cannot hear you. 

Mr. Hansen. I say, as long as the committee has brought out the 
content of the letter, matters which we felt should be kept confidential 
within the Department, I must confirm the fact that there is a memo 
that states substantially what is stated in the letter there. 

(The letter referred to is as follows :) 

KIRKLAND, FLEMING, GREEN, MARTIN & ELLIS, 
Washington, D. C., March 29, 1950. 


Mr. J. LEE BuRKE, 
President, Stanolind Oil & Gas Co., 
Tulsa, Okla. 

DeaR LEE: You may already have heard that the Department of Justice is 
likely to refuse to recognize the new ICC valuations. Snyder takes the view 
that the latest final valuation referred to in the decree means the latest valuation 
prior to the date of the decree. He says that the only time this matter was 
formally before the Department heretofore was in reference to the Phillips Pipe 
Line, several years ago, and at that time counsel for Phillips acquiesced in the 
Department’s interpretation. He said that when the decree was negotiated the 
Department sought to limit permissible return to 7 percent on the shipper-owner’s 
invesment, and he said that there was discussion even of an exhibit to be attached 
to the decree setting forth the investment of each of the companies concerned. 
According to him, although at the industry’s suggestion valuation was substituted 
for investment, the intention was that the valuation as of that time would be 
employed, subject to be modified in the event of subsequent betterments, addi- 
tions, or abandonments. He said that the only reason for the provision with 
respect to the latter was the assumption that the basic valuation would remain 
fixed. 

I personally do not agree with any of the foregoing, but am setting it forth 
solely to give you the full picture. Letters have been drafted in the Department 
addressed to 3 companies which have filed modified reports for the year 
1948, advising them of the foregoing views of the Department. At this moment 
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the Department has received no request for any conference with any member of 
the industry on this issue. 

Will be in Chicago all of next week and will be available for further discussion 
of this matter, if it is desirable. 

Sincerely, 
HAMMOND B.. CHAFFETZ. 

Mr. Keatrna. May I ask this question ? 

Are there other defendants besides this Atlantic Pipe Line Co.? 

Mr. Hansen. Many of them, and the facts are all intertwined. 

Mr. Keratrna. Have you any reason to think that other defendants 
have had the contents of this letter disclosed to them ? 

Mr. Hansen. I have no knowledge that they have, and I do not 
know whether there was a separate negotiation with them or whether 
it was a matter that was open to all of them, and here we may well 
be pinned down to an interpretation, unofficially made, given by some 
defendant here. 

The Cuarrman. That does not follow necessarily. 

Mr. Hansen. I do not know that it follows. 

Mr. Keattna. On the other hand, we are trying the lawsuit right 
here. 

Mr. Hansen. That is what we are doing. 

The Cuarrman. No; we are not. This is no trial of the lawsuit. 
We recognize the proprieties here just as much as the gentleman from 
New York does, and we want to give every aid and comfort possible 
to the Department of Justice in its prosecution of these cases. But I 
think we are entitled to know certain facts so we can determine whether 
or not we shall go forward with any possible changes in the statute. 
And we want to know exactly what the Department of Jusice is doing 
on these matters. 

There has been a woeful lack, it strikes me, on the part of the Depart- 
ment of Justice during all these years, and we would like to go into 
this thing. 

Mr. Keatine. There is much talk about the woeful lack since this 
gentleman became head of the Antitrust Division, not back in 1941. 

The Cuatrman. Wait and see what happens. Just be patient. Let 
the testimony be unfolded logically. 

Mr. Harxuys. Mr. Chairman, at this point in the record, I would 
like to insert the press release of the Department of Justice, dated 
September 30, 1940, with respect to the antitrust program then under- 
taken against the oil industry. 

Also, the complaints of the Department of Justice in the API case 
and the three Elkins Act cases, as well as the copy of the expediting 
certificate that was submitted to the court in connection with the 
Phillips case, a copy of the press release issued by the Department 
of Justice on December 23, 1941, in connection with the Atlantic 
case, and a copy of the complaint and final judgment in the Atlantic 
Refining case. 

The Cuatrman. They will be accepted. 

(The documents referred to are as follows :) 


{For release in newspapers of Monday, September 30, 1940] 


DEPARTMENT OF JUSTICE 


The Department of Justice will today file a complaint in the United States 


District Court for the District of Columbia against 22 major oil companies and 
their subsidiary and affiliated companies, and 1 trade association. 
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SUMMARY OF ALLEGATIONS OF THE COMPLAINT 


Among other things, the complaint alleges: 

That the defendants have conspired to fix and maintain uniform, noncom- 
petitive prices to be paid by them for the crude oil purchased from independent 
producers, and to be charged by them for crude oil sold to independent re- 
finers. It is alleged that prices agreed upon to be paid for crude oil purchased 
from independent producers are posted by one of the defendants and followed 
by the others, and that in fields where independent refiners compete with the 
defendants in the purchase of crude oil higher prices are fixed, thus putting 
the independent refiners at a competitive disadvantage and driving them from 
the market. Through their activities, defendants control practically all of the 
supply of crude oil available for refining; hence, independent refiners, most of 
whom do not have independent sources of crude oil, are compelled to purchase 
all or a large part of their requirements from the defendants at prices fixed 
by agreement, thereby placing independent refiners at a substantial price 
disadvantage. 

That defendants have conspired to restrict the production of crude oil and 
the manufacture of petroleum products. These restrictions, it is alleged, are 
accomplished in part through a system of reports made to the American Petro- 
leum Institute covering the amounts and locations of all stocks of petroleum 
products owned or held by each of the defendants. From these reports the insti- 
tute is able to make suggestions as to the amounts of petroleum products which 
should be manufactured and maintained in storage. These amounts are less 
than the amounts which would normally be produced and manufactured. It is 
alleged that the institute’s suggestions are adopted by the defendants, thereby 
accomplishing the restrictions. It is charged that the defendants have agreed 
to receive in their crude oil gathering lines from independent producers who 
are dependent upon such lines for transportation, less crude oil than the amounts 
which such independents would normally produce thereby reducing the amount 
of crude oil produced by the independent producers, 

That the defendants who control pipeline gathering systems leading from pro- 
ducing wells to their own crude oil trunk pipelines, have conspired to compel 
those independent producers who have no other practical means of transporta- 
tion to competitive markets, to sell crude oil to the defendants at the well rather 
than permitting the independents to use such lines on a common-carrier basis. 
Thereby the defendants gain control at the well of the crude oil produced by such 
independent producers. 

That the defendants have agreed to adopt and file with the Interstate Com- 
merce Commission tariffs, rules, and regulations covering the interstate trans- 
portation of crude oil, gasoline, and petroleum products which require shippers 
to tender unreasonably large quantities (commonly called minimum tenders), 
to maintain uniform noncompetitve, onerous, and oppressive rates, and to fail 
to provide shippers with the ordinary common-carrier terminal facilities. These 
tariff requirements are put into effect for the purpose of reserving such pipelines 
as private carriers for the defendants who are themselves large shippers. The 
result is that independent producers and refiners are precluded from using the 
crude oil trunk pipelines on a common-carrier basis, and from locating their 
refineries at advantageous points along such pipelines or at their terminals in 
large consuming areas; and also to preclude independent refiners and distribu- 
tors from using gasoline pipelines on a common-carrier basis. 

That defendants have conspired to charge excessive rates for the use of crude 
oil and gasoline pipelines and to receive back as refunds and rebates on the rates 
charged to themselves a substantial part of the revenue from pipeline operations. 

That defendants have conspired to cause railroads to establish and maintain 
rates favorable to them and unfavorable to independent refiners. 

That defendants jointly and individually have acquired a dominant control 
over tankers, barges, tank cars, and other transportation facilities, and have 
conspired to maintain excessive rates for the use of such facilities, thereby pre- 
venting their use by independent competitors. 

That defendants have conspired to distribute their petroleum products only 
through facilities operated by persons or companies whose buying, selling, and 
operating policies defendants can control, and they have thus obtained control 
over practically all of the thousands of bulk plants located throughout the 
United States through which petroleum products pass from refineries to service 
stations. Various illegal practices are alleged in connection with the acquisi- 
tion of these bulk plants. 
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That defendants have conspired to distribute their products only through 
service stations whose policies they can control. Such control is acquired 
through ownership, leases, subleases, exclusive dealer contracts, granting of 
differentials in price to exclusive operator-purchasers while denying them to 
competing nonexclusive operator-purchasers, granting nationwide credit-card 
service to exclusive operators, offering inducements such as loans of money and 
guaranteed margins, loaning of equipment, and threats of ruinous competition, 
for the purpose of monopolizing service station outlets. 

That defendants have conspired to put into effect a plan whereby through 
ownership or lease of service stations they compel operators to handle ex- 
clusively the defendant-lessor’s brand of petroleum products. 

That defendants discriminate in the prices of petroleum products in favor 
of the service stations which they own or control and against the independently 
owned and controlled service stations. 

That defendants have agreed upon a price-fixing program covering the sales 
prices for petroleum products, marketing and price policies, methods and prac- 
tices for fixing prices and “stabilizing” price structures, for lowering prices 
wherever they wish to eliminate independent competitors and raising prices 
wherever the competition of independent competitors has been eliminated. 
It is alleged that these agreements are reached at frequent meetings held under 
the auspices of the institute. Various details of the alleged price-fixing plan are 
set out in the complaint. 

That defendants have agreed upon uniform and exorbitant price differentials 
between various grades of gasoline. 

That defendants have agreed to maintain prices at which they require their 
jobbers, distributors, and service stations to sell petroleum products, and upon 
the margins allowed the distributors between their purchase and resale price. 
These margins are such that independent jobbers, distributors, and service 
station operators are either barely able to meet their cost of operation or are 
compelled to sell at a loss and are thereby disenabled to compete with the 
defendants. 

That the defendants have unlawfully combined to create and utilize the Ameri- 
can Petroleum Institute and its national, regional, State, and local committee as 
an instrumentality for promoting, supervising, and enforcing the various illegal 
policies and practices set forth in the complaint. 

The complaint prays for an injunction against the continuance of the above 
practices and other practices alleged, and it also seek the dissolution of the 
institute. In addition to the relief specifically sought, the complaint contains 
a prayer for general relief with respect to the organization, functioning, and 
operation of the defendants, as the Court may deem proper. 


BACKGROUND 


Extent of control of the industry 


These defendant major oil companies own or control at the present time 
60 percent of the investment in the industry, 68 percent of the crude oil reserves, 
50 percent of the production of crude oil, 92 percent of the stocks of crude oil, 
79 percent of the crude oil storage capacity, 90 percent of the imports of crude 
oil, 85 percent of the crude oil trunk pipeline mileage, 96 percent of the crude 
oil transported in trunk pipelines,76 percent of the crude oil refining capacity, 
87 percent of the cracking capacity, 85 percent of gasoline production, 95 per- 
cent of the exports of gasoline, 96 percent of gasoline pipeline mileage, 87 percent 
of the deadweight tonnage of oil tankers, 88 to 93 percent of the stocks of the 
principal petroleum products and 75 percent of all the bulk plants and service 
stations. 


Reasons for institution of suit 


This proceeding is being instituted under the Department’s policy of taking up 
in a single investigation or proceeding all of the restraints which affect the 
distribution of a product from the raw material to the consumer. Only in this 
way can economic results be achieved. Piecemeal prosecutions against segments 
of an industry are both costly and inconclusive. They do not raise the funda- 
mental issues which the Court should decide, and therefore do not clarify the 
law. They allow restraints of trade to flourish in one segment of the industry 
while they are being prosecuted in another. 

In the past 10 years, the Department has been flooded with complaints from 
independents and consumers against various practices in the oil industry. These 
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complaints have resulted in a series of piecemeal prosecutions in all of which 
the Government has been successful. Yet in spite of the success of these prose- 
cutions, the complaints continue, prices are still inflexible, independent enter- 
prise is still under a handicap, because the cases applied only to segments rather 
than to the entire structure of the industry. 

For this reason the present action is brought. It will eventually present to 
the Supreme Court of the United States for final decision all of the issues with 
respect to the reasonableness of the present vast combinations in the produc- 
tion, transportation, refining, and distribution of petroleum products. 


Interest of consumers 

The emphasis of this action is not only on the interests of independents but 
on the interests of consumers who have not as yet benefited from the recent 
successful prosecutions in the Ethyl Gasoline case and the Madison Oil case. 
In both of these cases the major oil companies had put a floor under gasoline 
prices. In the Ethyl case it was established that the differential between regular 
and high-test gasoline was fixed at 2 cents in spite of the fact that the difference 
in cost was far less. In spite of these cases the differential still exists at 2 cents 
because of the policies and practices of the defendants and the price of gasoline 
continues at its present inflexible level. 

It is believed that the great advances and technological improvements in the 
oil industry are not being passed on to consumers because of a wasteful, ineffi- 
cient distribution system which leads to excessive prices. Through their 
domination of all phases of the industry the major companies have created a 
system which has led to identical policies with respect to price and the sup- 
pression of free and independent enterprise. That system has given the con- 
sumer a wasteful and uneconomic distribution of gasoline, fuel oils, lubricants, 
and kerosene. It has eliminated competing enterprise. It has destroyed the 
opportunity for new enterprise and capital to enter the field. It has established 
a small group of individuals in control of a $15 billion industry under a system 
where there is no incentive to compete among themselves and every incentive 
to prevent the entry into the market of those who would otherwise sell to 
consumers at lower prices. This system has closed the door to any new initiative 
in the oil industry which might disturb the settled policies with respect to 
production, transportation, refining, and marketing. 

The unreasonable power possessed and exercised by the integrated companies 
has deprived the consumer of natural advantages due to location. It has taken 
from the consumer the opportunity to purchase a variety of products. It has 
withheld from the consumer the benefits of technological improvements which 
should be reflected in lower costs. It has fostered and preserved an uneconomic, 
duplicative, and wasteful marketing system. And finally the power of the inte- 
grated companies has determined the production of oil, necessary for the safety 
of the Nation, not on true conservation principles, but on the principle of price 
maintenance. 


Anticipated results of the action 

If the Department succeeds in this action, independent producers should 
receive higher prices for their crude oil, and independent refiners should be able 
to compete with the major oil companies. With competition restored to the oil 
industry, gasoline, fuel oils, kerosene, and lubricants should be sold at lower 
prices to the consumer who should then receive the benefits of technological im- 
provements, and the opportunity to purchase a variety of products. Lower prices 
for petroleum products are of great importance to the Government in its defense 
program. Finally the production of oil should then be determined not on the 
basis of price maintenance but on true conservation principles. 


Additional suits under Elkins Act 

The principal suit, above described, will be supplemented by three suits; one 
against the Phillips Petroleum Co. and the Phillips Pipeline Co. in the District 
Court of the United States for the District of Delaware; one against the Great 
Lakes Pipeline Co. in the same district; and one against the Standard Oil Com- 
pany of Indiana in the northern district of Indiana, Hammond division. These 
three suits were selected as representative proceedings to clarify the law with 
respect to all cases where pipelines are owned by the major oil companies, 
They charge the major oil companies involved with taking rebates from common 
carrier pipelines on the oil which the majors ship. The method by which these 
rebates are alleged to be taken is as follows: The major oil companies own the 
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capital stock of the pipeline companies, pay the published tariff rates and receive 
refunds from such rates under the guise of dividends on the stock. During the 
year 1939, the net earnings of the Phillips Pipeline Co. amounted to 49 percent 
of transportation revenues; the Great Lakes Pipeline Co., 49.5 percent; and the 
Stanolind Pipeline Co., 36 percent. These earnings are paid back in form of 
dividends to the major oil companies which ship the oil, thus giving the major oil 
company shippers a tremendous advantage over their independent competitors. 

This the Department of Justice contends is an illegal rebate under the Elkins 


Act. 
In THE Districr Court OF THE UNITED STATES FOR THE DISTRICT OF COLUMBIA 
Civil Action No. 8524 


United States of America, plaintiff, v. American Petroleum Institute ; The Atlantic 
Refining Company; Bardsdall Oil Company; Cities Service Company; Con- 
solidated Oil Corporation; Continental Oil Company; Gulf Oil Corporation; 
Mid-Continent Petroleum Corporation; The Ohio Oil Company; Phillips Petro- 
leum Company; The Pure Oil Company; Shell Union Oil Corporation; Skelly 
Oil Company ; Socony-Vacuum Oil Company, Incorporated ; Standard Oil Com- 
pany of California; Standard Oil Company (Indiana) ; Standard Oil Com- 
pany (Kentucky) ; Standard Oil Company (New Jersey); The Standard Oil 
Company (Ohio); Sun Oil Company; The Texas Corporation; Tide Water 
Associated Oil Company; Union Oil Company of California; Abbott Gasoline 
Company; Ajax Pipe Line Corporation; Alco Royalty Corporation; Allen Pe- 
troleum Corporation; American Bitumuls Company; American Mineral Spirits 
Company ; The American Oil Company; The American Oil Company (Md.) ; 
Arkana Transit Corporation; Arkansas Fuel Oil Company; Arkansas Natural 
Gas Corp.; Arkansas Pipe-Line Corp.; Asiatic Petroleum Corporation; Asso- 
ciated Oil Company of Wyoming; Atlantic Oil Shipping Company; Atlantic 
Petroleum Purchasing Corporation; Atlantic Pipe Line Company; Atlas Gas & 
Oil Co., Inc.; Atlas Supply Company; Baker Oil Company; Bareco Oil Com- 
pany ; Barnsdall Pipe Line Company; Barnsdall Products Corporation; Baron- 
Huot Oil Company; Bartron Petroleum Corporation; Beacon Sun Company; 
Bell General Transit Corporation; Berra Engineering Company; Big Lake Oil 
Company; The Boston-Wyoming Oil Company; Bradford Transit Company; 
The Buck Creek Oil Company; Buffalo Pipe Line Corporation; California 
Coast Oil Company; The California Company ; California Petroleum Corpora- 
tion (Utah); California Pipe Line Company; California Standard Oil Com- 
pany, Ltd.; Cape Fear Terminal Company; The Carter Oil Company; Central 
Oil Company, Inc. ; Central States Pipe Line Company ; Certified Auto Service, 
Inc.; Chappell Oil Company ; Cherokee Oil Company, Inc.; Cities Service Oil 
Company (Del.) ; Cities Service Oil Company (Pa.) ; Claremont Oil Company ; 
Colonial Beacon Oil Company; Colonial Oil Company; Colonial Oil Company, 
Inc.; Col-Tex Refining Company; Commercial Oil Company; Commonwealth 
Petroleum Holding Company ; Conewango Refining Company ; Conoco Oil Com- 
pany (Minn.); The Consolidated Gasoline Company; Consolidated Oil Com- 
pany of Houston, Texas; Consolidated Pipe Line Company; Continental Mez- 
ican Petroleum Company; Continental Oil Company (Texas); Continental 
Pipe Line Company ; Continental Steamship Company ; Cosden Pipe Line Com- 
pany ; Crew-Levick Company; Crowley Oil and Mineral Company; Crude Oil 
Marketing and Trading Company; Crude Oil Pipe Line Company; Crude Oit 
Terminal Company; Davis Gasoline Company; Defiance Hi-Speed Oil Com- 
pany ; Delaware Consolidated Oil Company; Detroit Southern Pipe Line Com- 
pany; Diamond Oil Company; Diamond Osborne Oil Company; Downtown 
Auto Parking Company; Doyle Gasoline & Oil Co., Inc.; Eagleroe Oil Com- 
pany ; Fastern Terminal Corporation; Hast Texas Refining Company: Empire 
Gas & Fuel Company; Empire Pipeline Company; Enalpac Oil and Gas Com- 
pany ; ESSO, Incorporated; Ethyl Gasoline Corporation; Exchange Oil Com- 
pany ; Finance Company of the Carolinas, Inc. ; Fleet-Wing Corporation; Fords- 
ville Gathering Line, Inc.; Foreign Tankship Corporation; Fort Collins Pro- 
ducing Corporation; Frank Harris Floyd, Inc.; Franklin Railway Oil Corpora- 
tion; Frotenac Pipe Line Company; Fuel Oil Corporation; General Petroleum 
Company, Inc. ; General Petroleum Corporation of California; General Petro- 
leum Corporation of Nevada; General Pipeline Company of California; General 
Terminal Company ; Genessee-Diamond Oil Company ; Gilbert & Barker Manu- 
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facturing Company ; Gilco, Inc.; Gilmore Development Company ; Gilmore Oil 
Company ; Gilmore-Snyder Company ; Goodyear-Wende Oil Corporation; Great 
Lakes Pipe Line Company; Great Lakes Transport Corporation ; Great South- 
ern Oil Company; Group No. 1 Oil Corporation; Group No. 2 Oil Corporation; 
Gulf Refining Company; Gulf Research & Development Company; Hardrock 
Oil Company; Hickok Oil Corporation; Hickok Oil Corporation (Michigan) ; 
Hickok Pipe Line Company; The Hickok Producing and Development Com- 
pany; Highland Oil Corporation; Hi-Speed Oil Corporation ; Hi-Speed Tire & 
Accessory Company ; Hope Construction and Refining Company ; Hope Natural 
Gas Company; Hope Producing Company; Hudson Oil Company; Hughes Oil 
Company; Humble Oil & Refining Company; Humble Pipe Line Company; 
Huntington Beach Company; Hy-Grade Petroleum Corporation; The Illinois 
Pipe Line Company; Independent Natural Gas Company; Independent Oil 
Company, Inc. of Pennsylvania; Indian Refining Company; Indian Territory 
IUuminating Oil Company; International Pipe Line Company; International 
Refining Company ; Jacox Oil Corporation ; Johnson Oil Company ; Kalamazoo- 
Diamond Oil Company; Kaw Pipe Line Company; Kay & Kiowa Oil Com- 
pany; Kesbec, Inc.; Kettleman & Inglewood Corporation; Kettleman North 
Dome Association; Kettleman Oil Corporation, Ltd. ; Keystone Pipe Line Com- 
pany; K. & Q. Service Stations, Inc.; Lake View Oil Company; Lansing Oil 
Company; Laramie Oil Company; Latonia Refining Corporation; Lima Hi- 
Speed Company; Libson Gasoline Company, Inc.; Lord Baltimore Filling 
Stations, Inc.; Los Angeles Midway Pipe Line Company; Los Angeles Oil Com- 
pany; Magnolia Petroleum Company ; Magnolia Pipe Line Company ; Magnolia 
Pipe Line Company of Illinois; Main Oil Company; Martin & Schwartz, Inc.; 
Merrico Royalties Company; Merritt Oil Corporation; Mexican Petroleum 
Corporation; Mexican Petroleum Corporation of Georgia; Michigan-Toledo 
Pipe Line Company ; Middlesex Pipe Line Company ; Mid-South Oil Company ; 
Midwest Oil Company; Mission Corporation; Moreland Oil Corporation of 
Delaware; Motor Tankship Corporation; Mountain Producers Corporation; 
Mountain State Gas Company; Mount Clemens Oil Company; Murphy Oil 
Company ; Murphy-Miles Oil Company ; New Mexico Pipe Line Company ; North 
West Oil Company; The Ohio Independent Oil Company ; The Ohio Producing 
and Refining Company; Ohio River Pipe Line Company; Oklahoma Pipe Line 
Company; Olympic Oil Corporation; Orange State Oil Company ; Owensboro- 
Ashland Company ; Pacific Western Oil Corporation ; Pan American Petroleum 
Company; Pan American Petroleum Corporation; Pan American Petroleum 4 
Transport Company; Pan American Pipe Line Company; Pan American Pro- 
duction Company ; Pan American Refining Corporation; Pan American South- 
ern Corporation; Pantheon Oil Company; Paramount-Pingree Oil Company; 
. Paso-Tex Pipe Line Company; Peconic Oil Corporation; Peninsular Oil Com- 
pany; Peninsular Oil & Refining Company; Pennsylwania Oil Marketers, Inc. ; 
Penola, Inc.; Petroleum Advisors, Inc.; Petrolewm Corporation of America; 
Petroleum Heat 4 Power Company; Petroleum Terminals, Inc.; Petroleum 
Transit Corporation; Phillips Pipe Line Company; Pioneer Midway Oil Com- 
pany, Consolidated ; Pittsburgh Oil &€ Gas Company; The Pocahontas Oil Cor- 
poration; Pontiac Oil € Gas Company; Producers Oil Corporation; Pure Oil 
Company of the Carolinas, Inc.; Pure Oil Company of Tennessee; Pure Oil 
Distributing Company ; Pure Oil Pipe Line Company (Pennsylwania) ; Pure Oil 
Products Company; Pure Transportation Company; Puritan Petroleum Cor- 
poration; Puritan Stations, Inc.; Reagan County Purchasing Company, Inc.; 
Red “OC” Oil Company; Red Indian Oil Company; Refiners Oil Corporation: 
Repollo Oil Company; Reserve Gas Company; Reservoir Hill Gasoline Com- 
pany; Reward Oil Company; Richson Lubricating Company; Richfield Oil 
Company; Richfield Oil Corporation; Richfield Oil Corporation of New York: 
Richfield Realty Corporation; Ridge Oil Corperation; Rio Grande Oil Com- 
pany, Inc.; Rock River Petroleum Company; Rocky Mountain Pipe Line Com- 
pany; Sabine Transportation Company, Inc.; Saret Heights Pipe Line Com- 
pany ; Seaboard Oil Company of Delaware ; Seaboard Oil Company, Inc. ; Sea- 
side Oil Company ; Shaw Bros. Oil Company; Shell American Petroleum Com- 





CONSENT DECREE PROGRAM—DEPARTMENT OF JUSTICE 127 


pany ; Shell Oil Company, Inc.; Shell Pipe Line Corporation; Sherrill Oil Com- 
pany; Sherrill Terminal Company ; Sherwood Brothers, Incorporated ; Signal 
Hill Gasoline Company ; Simrall Corporation; Sinclair Navigation Company ; 
Sinclair Prairie Oil Company ; Sinclair Prairie Oil Company of Louisiana, Ine. ; 
Sinclair Prairie Oil Marketing Company ; Sinclair Refining Company ; Sinclair 
Wyoming Oil Company; Skelco Products Company ; Skelly Refining Company, 
Inec.; Sobol Bros. Service Stations, Inc.; Socony-Vacuum Oil Corporation; 
Sohio Corporation; Sohio Pipe Line Company; Sohio Producing Company ; 
Sommers Home Oil Company; Southeastern Pipe Line Company; Southern 
Phillips Corporation; South Penn Oil Company ; Southwestern Wharf Com- 
pany; Spanish Peak Oil Company; Stanavo Specifications Board, Ine. ; 
Standard Gas Company; Standard Oil Company of Lowisiana; Standard Oil 
Company of Nebraska; Standard Oil Company of New Jersey; Standard Oil 
Company of New York; Standard Oil Company of Pennsylvania; Standard 
Oil Company of Texas; Standard Oil Company (Washington) ; Standard Oil 
Export Corporation; The Standard Shale Products Company; Standard Sta- 
tions, Inc.; Standish Pipe Line Company; Stanolind Oil & Gas Company; 
Stanolind Oil Purchasing Company; Stanolind Pipe Line Company; Sterling 
Oil & Development Company; Summerfield Oil Company; The Sun Oil Line 
Company; Sun Oil Company of Michigan; Sun Pipe Line Company; Sun Pipe 
Line, Inc.; Susquehanna Pipe Line Company; Supreme Pacific Oil Co., Inc.; 
Sweetwater Oil Company; Sylvestre Oil Company, Inc. ; Sylwestre Oil Terminal 
Company, Inc.; Sylvestre Utilities Company, Inc.; Tabb’s-Bay Oil Company ; 
The Texas Company (California); The Texas Company (Delaware); The 
Texas-Empire Pipe Line Company; The Texas-Empire Pipe Line Company of 
Texas; Texas-New Mewico Pipe Line Company; The Texas Pipe Line Com- 
pany; The Texas Pipe Line Company of Oklahoma; Texas Production of 
Nebraska; Texon Oil & Land Company ; Texon Oil & Land Company of Texas; 
Theisen-Clemens Company; Theisen-Clements Investing Company; Tidal Pipe 
Line Company; The Tide-Water Pipe Company, Limited; Toledo Northern 
Pipe Line Company; Transit & Storage Company; Treasure State Pipe Line 
Company; Tri-Lakes Corporation; Tuscarora Oil Company, Ltd.; Union Oil 
Company of Nevada; Union Steamship Company; The United Oil Company ; 
United States Pipe Line Company; Utah Oil Refining Company; Vacuum Oil 
Company (Delaware) ; Valley Pipe Line Company; Wabash Pipe Line Com- 
pany; Wadhams Oil Company; Waggoner Service Stations, Inc.; Warner- 
Quinlan Company of Texas; Washington Refining Company; West Coast Oil 
Company ; Westcott Oil Company; Western Gulf Oil Company; West-Harden 
Oil Company, Inc.; White Eagle Pipe Line Company, Inc.; White Star North- 
ern Oil Company ; Wilson Oil Corporation; Woco Pep Company of Tuscaloosa ; 
Wofford Oil Company (Alabama) ; Wofford Oil Company of Georgia; and 
Yount-Lee Pipe Line Company, defendants. 


COMPLAINT 


The United States of America, by Edward M. Curran, its attorney for the 
District of Columbia, acting under the direction of the Attorney General, brings 
this complaint against the above-named defendants and upon information and 
belief alleges : 


I. DESCRIPTION OF DEFENDANTS 


1. The defendant American Petroleum Institute, hereinafter referred to as the 
“Institute,” is a membership corporation organized under the laws of the District 
of Columbia and maintains an office at room 930 in the Munsey Building, 1329 
E Street, NW., Washington, D. C. 

2. The following defendants, hereinafter referred to as the “Majors,” are 
duly organized and existing under the laws of the respective States and have their 
principal places of business as indicated in the following table: 
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Name of corporation 





The Atlantic Refining Company --. 
Barnsdall Oil Company 
Cities Service Company 
Consolidated Oil Corporation 
Continental Oil Company 
Gulf Oil Corporation 
Mid-Continent Petroleum Corpora- 


tion. 
The Ohio Oil Company 
Phillips Petroleum Company 
The Pure Oil Company 
Shell Union Oil Corporation 
Skelly Oil Company. 
Socony-Vacuum Oil Company, In- 

corporated. 


Standard Oil Company of California_| 
Standard Oil Company (Indiana) --/; & 
Standard Oil Company (Kentucky)-; 8 


Standard Oil Company (New Jer- 


sey). 
The Standard Oil Company (Ohio)_ 
Sun Oil Company 
The Texas Corporation 
Tide Water 


pany. 
Union Oil Company of California-__} 


Associated Oil Com- | 
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Abbreviated 
name 


Atlantic. 
Barnsdall 
Cities Service 
Consolidated 
Continental 
Gulf 


PUNE Uaocncctvenanht 





State of 
incorporation 


Pennsylvania. .__-. 
Delaware 
Delaware 


Delaware-_-_-...... 
Pennsylvania 
Delaware-........ 


Ohio. 
Delaware 
Ohio-_ 
Delaware --.-....... 
Delaware 

New York 


Delaware 
| 
Kentucky......... 
New Jersey..- 


New Jersey. 
Delaware 
| Delaware 





Location of principal 
place of business 


Philadelphia, Pa. 
Tulsa, Okla. 

New York, N. Y. 
New York, N. Y. 
Ponca City, Okla. 
Pittsburgh, Pa. 
Tulsa, Okla. 


Findlay, Ohio. 
Bartlesville, Okla. 
Chicago, Ill. 

New York, N. Y. 
Tulsa, Okla. 

New York, N. Y. 


San Francisco, Calif. 
Chicago, Il. 
Louisville, Ky. 

New York, N. Y. 


Cleveland, Ohio. 
Philadelphia, Pa. 
New York, N. Y. 
New York, N. Y. 


Los Angeles, Calif. 


8. The following defendants, subsidiaries and affiliates of defendant majors, 
hereinafter referred to as “Secondaries,” are duly organized 
the laws of the respective States, have their principal places of business at and 


are affiliated with the defendant majors as indicated in the following 


and existing under 


table: 





Name of corporation 


Affiliation 





Abbott Gasoline Company 


Ajax Pipe Line Corporation - --..--- 
Aleo Royalty Corporation 
Allen Petroleum Corporation 
American Bitumuls Company 
American Mineral Spirits 
The American Oil Company 
The American Oil Company (Md. ). 


Arkana Transit Corporation 


Arkansas Fuel Oil Company - - --- 

Arkansas Natural Gas Corp 

Arkansas Pipeline Corp 

Asiatic Petroleum Corporation. i 

Associated Oil Company of Wyo- 
ming. 


He 


| 





Pure. :.. 
Sohio sensi lanier 
Pare....... 
Esso ai 
Phillips 
Pure__ 
Socal eae 
Company Pure_..- 
Pure 
Stanolind- _- 
Ohio 
Cities Service. ae 
Cities Service... 
Cities Service ___ 
Cities Service - . 
Shell LES. Bs 
Tide Water 


Delaware 





Atlantic Oil Shipping Company Atlantic : 
Atlantic Petroleum Purchasing | Atlantic 
Corporation. 

Atlantic Pipe Line Company. ------ AUG... sso ec. 
Atlas Gas & Oil Co., Inc_-..........| Mid-Continent__.-_- 
| {Stanolind _....._-- ; 
Atlas Supply Company--._.....-..- ~ amg caine ees 
a a 
Baker Oi] Company..........-----. Mid-Continent __.... 
Bareco Oil Company __-.--.-.-------- DOTROGRN. . ccecnnccs 
Barnsdall Pipe Line Company..-----. BORGIR... os seiscw 
Barnsdall Products Corp--..-------.- Barnsdall_..._...... 
Baron-Huot Oil Company-_--------- Mid-Continent_-_-._. 
Bartron Petroleum Corp--..-.------ i Ee ee 
= asa iidkilinisihl wed tian | 
Beacon Sun Company---.-.....-.--.. (Faso ee 
Bell General Transit Corp._........| Pure_.............-- 
Berea Engineering Company hc owns Cee as Santas 
Big Lake Oil Company .-----.-....--. Continental________. 
The Boston-W yoming Oil Co-_-.___- Continental. .......- 
Bradford Transit Company-...._....| Tide Water ol ae 
The Buck Creek Oil Company. -.-.- Continental-_.__-.-- 
Buffalo Pipe Line Corporation-..._- CO 
California Coast Oil Co.........---- os saaigbermaetars 
The California Company-.-_-......-.- Seanpdvedehaieisanaaes 
California Petroleum Corp. (Utah) .! Texas............... 


\y Jelaware 


\Delaware. ecohumaen 


State of 
Incorporation 


Delaware. -.....- 
Delaware... .....- 
Illinois 
Ohio 
Maryland_. 


West Virginia____- 
Delaware 
Delaware _ __. 
Delaware. __.....- 
Wyoming. ___.- 





Delaware 
Maryland 


Maine site cesinisinte 
Minnesota. - 


Delaware......... 


Arkansas.......... 
Delaware --........ 
Delaware........- 
Delaware 
RRO... Sevicdaws 

New Jersey... ...-. 


Delaware -. - . 
CO Sea 
Pennsylvania... 
Wyoming 
New York 


California 








Location of Principal 
Place of Business 


Ann Arbor, Mich. 





Tulsa, Okla, 


Bartlesville, Okla. 
Seaford, Del. 

San Francisco, Calif. 
Chicago, Ill. 
Hattiesburg, Miss. 
Baltimore, Md. 


Shreveport, La. 


Shreveport, La. 
Shreveport, La. 
Shreveport, La. 
New York, N. Y. 
San Francisco, Calif. 


Philadelphia, Pa. 
Philadelphia, Pa. 


Philadelphia, Pa. 
St. Paul, Minn. 


Newark, N. J. 


North Little Rock, Ark, 
Tulsa, Okla. 

Tulsa, Okla. 

Tulsa, Okla. 

Kankakee, Ill. 

Tennent, N. J. 


Philadelphia, Pa. 


Tulsa, Okla. 
Cleveland, Ohio. 
Pittsburgh, Pa. 
Ponca City, Okla. 
Bradford, Pa. 
Ponca City, Okla. 
Big Flats, N. Y. 


Los Angeles, Calif. 


San Francisco, Calif. 
Calpet, Wyo. 
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Name of corporation 





California Pipe Line Company 
California Standard Oil Company, 
Ltd. 


Cape Fear Terminal Company 


The Carter Oil Company 
Central Oil Company, Inc. 
Central States Pipe Line Company- 
Certified Auto Service, Inc. .-.----- 
Chappell Oil Company 
Cherokee Oil Comps Wi) Ts « ds oan. 
Cities Service Oil Company (Del.)-- 
Cities Service Oil Company (Pa.) - . 
Claremont Oil Company .--. 
Colonial Beacon Oil Company 
Colonial Oil Company-...........-.-.- 
Colonial Oi) Company, Inc. 
Col-Tex Refining Company 
Commercial Oil Company... 
Commonwealth Petroleum 
ing Company. 
Conewango Refining Company. -.- 
Conoco Oil Company (Minn.) 
The Consolidated Gasoline Com 
pany. 
Consolidated Oil 
Houston, Texas. 
Consolidated Pipe Line 
Continental Mexican 
Company. 
Continental Oil Company (Texas) 
Continental Pipe Line Co-.--- 
Continental Steamship Co. 
Cosden Pipe Line Company... -- 
Crew-Levick Company. 
Crowley Oil and Mineral Company. 
Crude Oil Marketing and Trading 
Company. 
Crude Oi 1 Pipe Line Company 
Crude Oil Terminal Company-.--- 
Davis Gasoline Company... 
Defiance Hi-Speed Oil Co- 
Delaware Consolidated 
pany 


Hold- 


Company 


Company... 
Petroleum 


Detroit Southern Pipe Line Com- Ife 


pany. 


Diamond Oil Company 
Diamond Osborne Oil Co_._-_.- 
Downtown Auto Parking Co 
Doyle Gasoline & Oil Co., Inc.- 


of 


| 


fPure 





Oil Com- 


Fagleroc Oi] Company. aa 


Eastern Terminal Corporation. 
East Texas Refining Company - 
Empire Gas & Fuel Company 
Empire Pipeline Company 
Enalpae Oil and Gas Company 
Esso, Incorporated _... 
Ethyl Gasoline Corporation 
Exchange Oil Comp any 
Finance Company of the Carolinas, 
Inc. 
Fleet-W ing Corporation 
Fordsville Gathering Line- 
Foreign Tankship Corporation.-_-- 
Fort Collins Producing Corp 
Frank Harris Floyd, Ine-_--- 
Franklin Railway Oil Corp. 
Frontenac Pipe Line Company- 


Fuel Oil Corporation gba 


General Petroleum C ompany, Ine 
Cams 41 Petroleum Corporation of 
Yalifornia, 

Ge neral Petroleum Corporation of 
Nevada, 

General Pipeline Company of Cali- 
fornia, 

General Terminal Company 

Genessee-Diamond Oil Company 

Gilbert & Barker Manufacturing 
Company. 

Gilco, Ine ‘ 

Gilmore Development Ride 

Gilmore Oi] Company 

Gilmore-Snyder Company-- 


| Sohio 


Affiliation 


Socal 
Socal 


\ Esso 


TOs di eenscuneiie 
Tide Water......... 
Continental___._-.-- | 
Pure. 
Cities Service. -__.... 
Cities Service 
Union 


Esso... 


Pure.. el 
Socal... ' 
Sohio__._.. inal 
Consolidated__.__---| 





Consolidated _. 
Continental. -- aa 
BER dxiine ocean 


Cities Service 


Consolidated... 
Socony-. 


Continental. 
Continental. . 
Continenta!. 
Mid-Continent... 
Cities Services-..- 
Stanolind _ _- oa 
Continental___- aad 


Continental 
Continental. 
Pure.- 

Pure... 
Pure_. 


Pure... 

Gulf. -- 

Sun. ; 
M id-Continent___-- 
Mid-Continent__-_- 
Pure. wi 
Gulf 

Sohio 

Shell 

Skelly 

Cities Service... 
Cities Service 
Ohio... 

Esso 

Esso = 
Consolidated - 
Pure. 


Sohio 

Socal 
Continental. 
Socony- 


| Socony.- 


fSohio 
“|| Pure 


Texas - 


Socony 
| Socony 


Socony 


Socony ‘ 2 


Socony 
Mid-Continent 
Esso “ * 


Socony 
Socony 
Socony-. 
Socony--- 





| Texas.- 


| Colorado.. 


|}Onio a 


State of 
incorporation 


\North Carolina... 


West _— Swede 
Georgia 
TR tha cannons 
i ciiesomsioomas 
Wyoming 
Tennessee... .....- 
Delaware. ......-- 
Pennsylvania. ._.. 
California. ........ 
Massachusetts- - .- 
Georgia. -._........ 
Virginia._- 
Delaware... .. 
Ohio_- duc 
Delaw: are__...- aah 


Pennsylvania. __- 
Minnesota. 
Ohio 


Delaware 
Delaware 


Texas_ 
Delaware 
Delaware 





Oklahoma.......--| 


Delaware 
Louisiana. - “ 
Texas. 


Texas 
Texas ‘ 
Michigan--.-._...- 
Ohio_- 

Delaware. 


f ichigan......... 


Wisconsin-_-- 
Illinois 

Ill) nois 

New York-_. 
Ohio_. 
Massachusetts 
Texas 
Delaware 
Delaware 
Wyoming. 
Delaware 
Delaware 
Maine. --_. wu 
North Carolina_ - 


Ohio 


Indiana nial 
Panama 


Michigan. -.......- 
Delaware - _- 
Texas... 


New York 
Delaware 


Nevada 


California. Geel 
California. wer 
Michigan wit 
Massachusetts 


California. 


| California. 


California. 
California. 


Location of principal 
place of business 





San Francisco, Calif. 
San Francisco, Calif. 


Wilmington, N.C, 


Tulsa, Okla. 
Augusta, Ga, 
Tulsa, Okla. 

San Francisco, Calif. 
Ponca City, Okla. 
Knoxville, Tenn. 
Bartlesville, Okla. 
New York, N. Y. 
Los Angeles, Calif. 
Boston, Mass. 
Savannah, Ga, 
Norfolk, Va. 


| Oklahoma City, Okla. 


Cleveland, Ohio. 
New York, N, Y. 


Warren, Pa. 
Ponca City, Okla. 
Toledo, Ohio. 


Houston, Tex. 


Independence, Kans. 
Los Angeles, Calif. 


Houston, Tex. 
Ponca City, Okla, 
Baltimore, Md. 
Tulsa, Okla. 

New York, N. Y. 
Tulsa, Okla. 


| San Antonio, Tex. 


| Defiance, 


| Milwaukee, 


San Antonio, Tex. 
Corpus Christi, Tex. 
Toledo, Ohio. 

Ohio. 
Tulsa, Okla. 


Chicago, Ill. 


Wis. 
Rockford, Ill. 
Chicago, IL. 
Rochester, N. Y. 
Y sunemer n, Ohio. 
New York, N. Y. 
Dallas, T« x. 
Jersey City, N. J. 
Bartlesville, Okla, 


| Casper, Wyo. 


New York, N. Y. 
New York, N. Y. 


Tulsa, Okla. 
Charlotte, N.C. 
Cleveland, Ohio. 


Owensboro, Ky. 
San Francisco, Calif, 
Ponca City, Okla, 
Detroit, Mich. 

New York, N. Y. 
Tyler, Tex. 

Detroit, Mich. 

New York, N. Y. 
Los Angeles, Calif. 


| Los Angeles, Calif. 


Los Angeles, Calif. 


Los Angeles, Calif. 


| Flint, Mich, 
| Springfield, Mass. 


Long Beach, Calif. 
Los Angeles, Calif. 
Los Angeles, Calif, 
Los Angeles, Calif. 
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State of 


| 

Name of corporation Affiliation 
| incorporation 

| 


Texas _.| New York 
Texas : 

Phillips. _- 
Mid-Continent 

|/ Consolidated 

Pure _ - 
|| Skelly ; ‘ 
Continental 
[xc ities Service 


Goodyear-W ende Oil Corp- 


Great Lakes Pipe Line Company- Delaware ‘ 


> | 
Great Lakes Transport Corporation are. ade i elaware 
Great Southern Oil Company-.-......| Tide Water. _- | Kansas 
Group No. 1 Oil Corporation. -.....| Continental | Delaware. - - -- 
Group No, 2 Oil Corporation. -- Continental | Delaware. --... 
Gulf Re fining Company. | Gulf_..- | Delaware 
Gulf Research & Development } Gulf...- | Delaware... _- 
Company. | 
Hardrock Oil Company. .--- .---| Stanolind.-.- | Montana... 
Hickok Oil Corporation. - -- | Pure. | Ohio_- 
Hickok Oi! Corporation (Michigan).| Pure... | Michigan... 
Hickok Pipe Line Company----.- Pure... | Ohio... 
The Hickok Producing and Devel- | Pure... Ohio... 
opment Company. | 
Highland Oil Corporation. - -- Pure.. Michigan... - 
Hi-Speed Oil Corporation__- | Pure.. | Michigan. 
Hi-Speed Tire & Accessory Com- Pure... | Ohio... 
pany. 
Hope Construction and Refining | Esso._.- : Delaware... -. 
Company. 
Hope Natural Gas Company... i  neeereees | West Virginia__- 
Hope Producing aay ee Esso... iZ | Delaware-....- 
Hudson Oil Company. | Stanolind____-- | Wyoming. 
Hughes Oil Company - --- | Consolidated.. ..| Delaware..... 
Humble Oil & Re Gains Cc ompany --| Esso. ... | Texas. 
Humble Pipe Line Company- | Esso_. | Texas. 
Huntington Beach Company. | Socal. - California. 
Hy-Grade Petroleum Corporation.-_} Gulf_-_-—. New York..-- 
The Illinois Pipe Line Co___-- Ohio... ; Ohio_. 
Independent Natural Gas Com- | Phillips- | Delaware. --- 
pany. 
Independent Oil Company, Inc. of | Socony-. : Delaware... 
Pennsylvania. 
Indian Refining Company..--- Texas. Maine. 
Indian Territory Illuminating Oil | Cities Service __- | New Jersey 
Company. | 
International Pipe Line Company Texas Montana 
International Refining Company | Texas _..| Montana.. 
Jacox Oil Corporation ; Pure_. | Michigan 
Johnson Oil Company Pure_- Michigan 
Kalamazoo-Diamond Oil Co_- | Mid-Continent_.....| Michigan 
2 Texas 
Kaw Pipe Line Company. Cities Service - -- |> Delaware 
|| Philli 
Kay & Kiowa Oil Company Mid- Trasthnas... _..| Oklahoma.---- 
Kesbee, Inc... | Esso___- | New York 
Kettleman & Ingle swood Corp.--.-.--| Socal_. Nevada 
Socony 
|| Continental 
Kettleman North Dome Assn-.-.- cone: jae California. 
idewater - . 
Socal. 
Union... . 
Kettleman Oil Corp., Ltd_.__._..__| Soeal_- , Delaware. . - 
Keystone Pipe Line 6 ompany-.-...._| Atlantic. Pennsylvania 
K. & Q. Service Stations, Inc Socony -- | New York 
Lake View Oi] Company-.--____- Union.-_. | California. 
Lansing Oil Company -- Mid-Continent ---- Michigan. 
Laramie Oil Company... Stanol nd Wyoming. 
Latonia Refining Corp_--- ..--| Sohio . | Ohio 
Lima Hi-Speed Company----_-- .-| Pure Ohio-_- 
Lisbon Gasoline Company, Inc | Cities Service. Arkansas 
Lord Baltimore Filling Stations, Inc.| Stanolind Maryland. 
Los Angeles Midway Pipe Line |fConsolidated \Californis 
Company.. {ort es Service tate forn‘a 
Los Angeles Oil Company. Union. . California 
Magnolia Petroleum Company - -- Socony-. Texas 
Magnolia Pipe Line Company... Socony | Texas ; 
Magnolia Pipe Line Company of | Socony--. , Illinois i 
Illino's. | | 
Main Oil Company..-- che sah es cae Michigan ‘ 
ee eee . eek on cksvelws “| Vir peer Wants 
Martin & Schwartz, Inc. ._._...- ees oe jNew Bliss icseue 
Merrico Royalties Company--..__...| Continental- W yoming--_-_--_--- 
Merritt Oil Corporation ...| Continental._. el EE a6 ba ates 


| 


Location of principal 
place of business 


Buffalo, N. ¥ 


Kansas City, Mo. 


Detroit, Mich. 
Kansas City, Kans, 
Fort Worth, Tex. 
Fort Worth, Tex. 
Pittsburgh, Pa. 
Pittsburgh, Pa. 


Great Falls, Mont. 
Toledo, Ohio. 
Toledo, Ohio. 
Toledo, Ohio. 
Toledo, Ohio. 


Detroit, Mich. 
Imlay City, Mich. 
Toledo, Ohio. 


Pittsburgh, Pa. 


Pittsburgh, Pa. 
Monroe, La. 

Tulsa, Okla. 
Chicago, Tl. 
Houston, Tex. 
Houston, Tex. 

San Francisco, Calif. 
New York, N. Y. 
Findlay, Ohio. 
Bartlesville, Okla. 


Altoona, Pa. 


Lawrenceville, Il. 
Bartlesville, Okla. 


Sunburst, Mont 


| Sunburst, Mont. 


B sells ille, Mich 
r Cl ty, Mich 
K. il 1mazoo, Mich. 


Tulsa, Okla. 
Tulsa, Okla. 


New York, N. Y. 
San Francisco, Calif. 


Los Angeles, Calif. 


| San Francisco, Calif. 


Philadelphia, Pa. 
New York, N. Y. 
Los Angeles, C alif. 
Lansing, Mich. 
Laramie, Wyo. 
Clevels and, Ohio. 
Lima, Ohio. 
Shreveport, La. 
New York, N. Y. 
Los Angeles, Calif. 


Los Angeles, Calif. 
Dallas, Tex. 
Dallas, Tex. 
Dallas, Tex. 


Holland, Mich. 
Buffalo, N. Y. 


Ponca City, Okla. 
Ponca City, Okla. 
Mexican Petroleum Corporation....| Stanolind...........| Maine....-.......] New York, N. Y. 
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Georgia. 


pany. 


ware. 


pany. 


Company. 


Olympic Oil 





Name of corporation Affiliation _ State of 
incorporation 
| 
Mexican Petroleum Corporation of | Stanolind - -- | Georgia......._-- 
Michigan-Toledo Pipe Line Com- | Sohio..--- Delaware. .-_-____- 
! 
Middlesex Pipe Line Company. Sun -| New Jersey... .-.. 
Mid-South Oil Company. ‘ Pure. ; | Ohio.- wate 
Midwest Oil Company. . - | Stanolind - _- Arizona .- = 
ted ‘ / Tide Water__- --| Nevada 
Mission Corporation... .. : Skelly_...___ i. ° 
Moreland Oil Corporation of Dela- | Socony-__- Delaware......__- 
Motor Tankship Corporation. Sun___ ; Delaware... _- 
Mountain Producers Corp. Stanolind.. Delaware - sear 
Mountain State Gas Company- -- Pure... W est N irginia__.. 
Mount Clemens Oil Company... Pure. Michigan - cane 
Murphy Oil Company -.--- . Socal__ California__- 
Murphy-Miles Oil Company-.-.....| Stanolind --- Illinois. -__--- 
New Mexico Pipe Line Co.._- Continental. | New Mexico. ..... 
North West Oil Company. | Stanolind_- Tilinois. _....-.-- 
The Ohio Independent Oil Com- | Sohio_._. <| Citeds). 
The Ohio Producing and Refining | Esso_-_- | Delaware_.....__- 
Ohio River Pipe Line Company Sohio. .__- | Delaware.......-- 
Oklahoma Pipe Line Company. Esso. ... Oklahoma.....__- 
Gerporation ... Pure. aa Ohio _- cue 
Orange State Oil Company. -- cen Cities Services... ...| DR i csan canna 
Owensboro-Ashland Company. .----- aan ad et ea 
: ; i {Tide Water_-__ ea 
Pacific Western Oil Corp.._-----.-- |\Skelly. -- re pe laware _ __ . 
‘ ~ _ ifCities Service. _-_ ‘olifornic 

Pan American Petroleum Company \ Consolidated California. ._.....- 


Pan American Petroleum Corp. 
Pan American Petroleum & Trans- 


port Company. 


Pan American Pipe Line Co ) 
Pan American Production Co 


Pan American Refining Corp_- 


Pan American Southern Corp 


Pantheon Oil Company 


Paramount-Pingree Oil Co 
Paso-Tex Pipe Line Company 
Peconic Oil Corporation. - 
Peninsular Oi] Company - - 
Refining Com- 


Peninsular Oil & 
pany. 


Pannsylvania Oil Marketers, Inc 


Penola, Inc-_-- 


Petroleum Advisors, Inc. - 


Petroleum Corporation of America 


Petroleum Heat & Power Co 


Petroleum Terminals, Inc 


Petroleum Transit Corporation 


Phillips Pipe Line Company 
Company, 


Pioneer Midway Oil 


Consolidated. 


Mount Clemens Oil Company 


Murphy Oil Company 


Murphy-Miles Oil Company - 
New Mexico Pipe Line Co 


North West Oil Company 


The Ohio Independent Oil Com- 


pany. 


The Ohio Producing and Refining 


Company. 


Stanolind - _- 
Stanolind_-. 


Stanolind. 
Stanolind- 
Stanolind. 
Stanolind - __ 
Tide Water... 


| Continental 


Socal 
Pure. 
Sohio 
Esso... 


Tide Water_- 
Esso _ . 


Cities Service __- 


Consolidated 
Continental 
Gulf 

Esso. _. 
Mid-Continent 
Ohio__ 


|\ Cities Service. 


Socony 
Sccal 
Stanolind. .- 


|} Texas 


Tide Water... 
Stanolind 
Pure 

Socony 

Pure 

Shell 

Cities Service 
Stanolind 
Atlantic 
Sohio 

Esso. . _- 
Phillips ‘ 
Tide Water__- 


Pure... 
Socal 
Stanolind 
Continental 
Stanolind 
Sohio 
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| Delaware 
| Delaware 


Delaware 
Delaware 
Delaware 
| Delaware ._...__- 
California. ____.__ 
Witt t,o 
Delaware 

New York.-... 
Michigan - . - 
Florida 





Delaware 
Delaware 
New Jersey 


Delaware 


Delaware 
Michigan 


| }Ohio 


Delaware 
California 


Michigan 
| California 
| Illinois 

New Mexico 
Illinois 
Ohio... 





Delaware 
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Location of principal 
place of business 





New York, N. Y. 
Mt. Pleasant, Mich. 


Philadelphia, Pa. 
Memphis, Tenn. 
Denver, Colo. 


Reno, Nevada. 
Adrian, Mich. 


Philadelphia, Pa. 
Denver, Colo. 

Chicago, Il. 

Mount Clemens, Mich. 
San Francisco, Calif. 
Chicago, Ill. 

Ponca City, Okla. 
Chicago, Il. 

Springfield, Ohio. 


Cleveland, Ohio. 


Ashland, Ky. 
Tulsa, Okla. 
Cleveland, Ohio. 
Miami, Fla. 
Owensboro, Ky. 


Jersey City, N. J. 


Los Angeles, Calif. 
New York, N. Y. 
New York, N. Y. 


New York, N. Y. 
New York, N. Y. 
New York, N. Y. 
New York, N. Y. 

San Francisco, Calif. 
Salt Lake City, Utah. 
San Francisco, Calif. 
Riverhead, N. Y. 
Detroit, Mich. 
Tampa, Fla. 


New York, N. Y. 
Pittsburgh, Pa. 
New York, N, Y. 


Jersey City, N. J. 


New York, N. Y. 
Detroit, Mich. 


Detroit, Mich, 


Bartlesville, Okla. 
San Francisco, Calif. 


Mount Clemens, Mich. 
San Francisco, Calif. 
Chicago, Il. 

Ponca City, Okla. 
Chicago, Tl. 
Springfield, Ohio. 


Cleveland, Ohio. 
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Name of corporation | 





Ohio River Pipe Line Company 
Oklahoma Pipe Line Company --- 
Olympic Oil Corporation 

Orange State Oil C ompany 
Owensboro-Ashland Company 


Pacific Western Oil Corp... 


Pan American Petroleum Company 


Pan American Petroleum Corp. 
2an American Petroleum & Trans- | 
port Company, 
Pan American Pipe Line Co_- 
Pan American Production Co 
Pan American Refining Corp. 
Pan American Southern Corp. 
Pantheon Oil Company. .- 
Paramount-Pingree Oil Co ‘ 
Paso-Tex Pipe Line Company. 
Peconic Oil Corporation. -_- 
Peninsular Oil Company -. 
Peninsular Oil & Refining Com- | 
pany. 
Pennsylvania Oil Marketers, Inc- - 


| 
| 


Affiliation 


Sohio 
Esso 
Pure... 


Sohio 
Tide Water 
Skelly 
{Cities Service 
its onsolidated 
Stanolind- 
Stanolind- 


Stanolind..- 
Stanolind___ 
Stanolind 
Stanolind 
Tide Water 
Continental 
Socal 

Pure -. 
Sohio 


Esso... 


Tide Water. - 





Penola, Inc 
Petrole Jum 


Advisors, Inc_-- 


|} Gulf... 


Petroleum Corporation of America 


Petroleum Heat & Power Co... 
Petroleum Terminals, Inc. 


Esso 


Cities Service. - 


| 





Cities Service... 


Consolidated 
Continental 
Esso. .-- 
Mid-Continent 
Ohio 


|\ Cities Service - - 


Socony 

Socal 
Stanolind 
Texas 

Tide Water-_- 
Stanolind 
Pure 

Socony 

Pure. 


|) Shell 


Petroleum Transit Corporation. 


Phillips Pipe Line Company. - - 

Pioneer Midway Oil Company, 
Consolidated. 

Pittsburgh Oil & Gas Co--.. 

The Pocahontas Oil Corp 

Pontiac Oil & Gas Company 

Producers Oil Corporation 

Pure Oil Company of the Carolinas, 
Inc. 

Pure Oil Company of Tennessee 

Pure Oil Distributing Co- 

Pure Oil Pipe Line Company 
(Pennsylvania). 

Pure Oil Products Company 

Pure Transportation Company 

Puritan Petroleum Corp ies 

Puritan Stations, Inc 

Reagan County Purchasing Com- 
pany, Inc. | 

Red “‘C”’ Oil Company 

Red Indian Oil Company. 

Refiners Oil Corporation_-.- 

Repollo Oil Company 

Reserve Gas Company-..-. 

Reservoir Hill Gasoline Co 


Reward Oil Company 
Richardson Lubricating Co------ — 


Richfield Oil Company 


' 





Richfield Oil Corporation 


Richfield Oil Corporation of New 
York, 


Richfield Realty Corporation 
Ridge Oil Corporation 


ee eecececene= ' 


Cities Service. ._ 


Stanolind 
Atlantic 
Sohio- 

Esso__. 
Phillips 
Tide Water 


Barnsdall 
Pure... 
Pure 
Pure 
Pure _- 


Pure 
Pure 
Pure 


Pure 
Pure 
Pure 
Pure 
Continental 


Atlantic 
Sohio 

Soky 
Consolidated - 
Esso 


\{ Cities Service_ 
|\ Consolidated. 
| Tide 


Water... 
Continental. 


|f Cities Service -- 
(Consolidated ___-. 
if Cities Service. - 


(Consolidated 
Consolidated _. 


{Cities Service 
(Consolidated _- 
Sohio.-... 


| SOhio__ 


| Tllinois-_- 
\California 


State of 
incorporation 


Delaware__--_...... 
Oklahoma. --.-- 
Ohio 
See 
Kentucky --- 


\1 Jelaware 


i Yalifornia. - 


Delaware... - 
Delaware.--_.__-- 
Delaware 
Delaware 
Delaware 
Delaware... 
California 
Utah 
Delaware 
New York. 
Michigan. 
Florida 


Delaware... .-- 
Delaware. 
New Jersey --- 


Delaware 


Delaware... ..- 
Michigan... 


Delaware 
California 


Delaware 
Ohio 

Michigan 
Michigan ee 
North Carolina- 


Tennessee 
Delaware 
Pennsylvania 


Ohio 
Ohio ; 
Pennsylvania. -. 
Michigan... ..- 
Delaware : 


Maryland......... 
Michigan 
Kentucky 
W yoming 
West Virginia 
California 
C 


alifornia 


}Delaware ean aia | 


Pittsburgh, 
| New York, N. Y. 


_| Charlotte, 





CONSENT DECREE PROGRAM-——DEPARTMENT OF JUSTICE 


Location of principal 
place of business 





Ashland, Ky. 
Tulsa, Okla. 
Cleveland, Ohio. 
Miami, Fla. 
Owensboro, Ky. 
[Jersey City, N. J. 
Los Angeles, Calif. 
New York, N. Y. 
New York, N. Y. 
Zz 
ee 
a 


New York, N. 
New York, N. 
New York, N. 
New York, N. Y. 
San Francisco, Calif. 
Salt Lake City, Utah. 
San Francisco, Calif. 
Riverhead, N. Y. 
Detroit, Mich, 
Tampa, Fla. 


New York, N, Y. 
Pa. 


Jersey City, N. J. 


New York, N. Y. 
Detroit, Mich. 


Detroit, Mich. 


Okla. 
Calif. 


Bartlesville, 
San Francisco, 


Pittsburgh, Pa. 
Cleveland, Ohio. 
Pontiac, Mich. 
Owosso, Mich. 
N.C. 


Atlanta, Georgia. 
Beaumont, Tex. 
Chicago, Il. 


Chicago, Il. 
Chicago, Il. 
Shenandoah, Pa. 
Detroit, Mich. 
Fort Worth, Tex. 


Baltimore, Md. 
Detroit, Mich. 
Louisville, Ky. 
Tulsa, Okla. 
Pittsburgh, Pa. 
Los Angeles, Calif. 
San Francisco, Calif, 
Quincy, Ill. 


Los Angeles, Calif. 
Los Angeles, Calif. 
New York, N. Y. 





\California eevee amt 
Ohio. 


Los Angeles, Calif. 


Madison, Ohio. 
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Name of corporation 





Rio Grande Oil Company, Inc 
Rock River Petroleum Co 


Rocky Mountain Pipe Line Com- 
pany. 
Sabine Transportation Co., Inc_.--- 


Saxet Heights Pipe Line Co 
Seaboard Oil Company of Delaware. 


Seaboard Oil Company, Inc 
Seaside Oil Company 
Shaw Bros. Oil Company... 
Shell American Petroleum Co 
Shell Oil Company, Inc. 
Shell Pipe Line Corporation-- 
Sherrill Oil Company 

Sherrill Terminal Company 
Sherwood Brothers, Inc 


Signal Hill Gasoline Co 


Simrall Corporation 

Sinclair Navigation Co 

Sinclair Prairie Oil Co-- ; 

Sinclair Prairie Oil Co. of Louisiana, 
Inc. 

Sinclair Prairie 
Company. 

Sinclair Refining Company 

Sinclair Wyoming Oil Company 

Skeleo Products Company 

Skelly Refining Company, Inc 

Sobol Bros. Service Stations, Inc 

Socony-Vacuum Oil Corp 

Sohio Corporation - - 

Sohio Pipe Line Company 

Sohio Producing Company. 

Sommers Home Oil Company. .--- 


Oil Marketing 


Southeastern Pipe Line Co 


Southern Phillips Corp- 

South Penn Oil Company. 
Southwestern Wharf Company. 
Spanish Peak Oil Company 
Stanavo Specifications Board, Inc 
Standard Gas Company 


Standard Oil Company of Lou- 
isiana. 

Standard Oil Company of Ne- 
braska. 

Standard Oil Company of New 
Jersey. 

Standard Oil Company of New 
York. 

Standard Oil Company of Penn- 


sylvania. 
Standard Oi] Company of Texas 
Standard Oil Company (Washing- 
ton). 
Standard Oil Export Corp 
The Standard Shale Products Com- 
pany. 
Standard Stations, Inc 
Standish Pipe Line Company 
Stanolind Oil & Gas Company 
Stanolind Oil Purchasing Company 
Stanolind Pipe Line Company 
Sterling Oil & Development Com- 
pany. 
Summerfield Oil Company 
The Sun Oil Line Company- 


Sun Oil Line Company of Michigan_} 


Sun Pipe Line Company 
Sun Pipe Line, Inc 
Susquehanna Pipe Line Co- 
Supreme Pacific Oil Co., Ine 
Sweetwater Oil Company 
Sylvestre Oil Company, Inc... 
Sylvestre Oi] Terminal Co., Inc-- 
Sylvestre Utilities Co., Inc. 
Tabb’s-Bay Oi] Company. --- 
The Texas Company (Calif.)._--.- 
The Texas Company (Del.)---~----- 


The Texas-Empire Pipe Line Com- 
Company 








I 


pa. Ste See eee 
\Tide Water......---| 


f 


{ 


| Socal 


| Socal 


| Esso 


Affiliation 


Cities Service_-___--- 
Consolidated 
GN. shaoisnasemnes 
Continental 


ii caso cceumeet 
Continental 


Pure. 
Tide Water 


Pure. i 
Consolidated 
Cities Service. .- 
Consolidated 
Sohio 
Consolidated 
Consolidated 
Consolidated 


Consolidated ___- 


Consolidated 
Consolidated _- 
Skelly 

Skelly 
Socony 
Socony 

Sohio 

Sohio 

Sohio 
Continental 
Gulf 
Pure.__.- 
Phillips_ 
Tide Water. 
Socony. 

Esso 

Socal 


Esso 


Stanolind 


Esso-... 
Socony-. 


Esso. ... 
Socal 
Socal 


Esso déiea 
Continental___--- 


Phillips 

Stanolind___ 
Stanolind. _- 
Stanolind___ 
Tide Water. _- 


Pure..... 
Sun_-. 
Sun__- 
Sun.__- 
Sun. 


| Sun 


Socony 
Stanolind - -- 
Esso- .- 
Esso... 
Gulf 

Texas- 
Texas. 
Texas Rae 
Cities Service _-.- 
Texas. 


| 


_.| Delaware__ 





\\ California 


State of 
incorporation 


\Nevada i asiabiaiuangasaenel 


Delaware 
Delaware 


Delaware......... 
id tan aateamio 


}Delaware 
Ohio- 


Virginia......- 
Maryland___- 
Ohio. 
Florida 
Maryland 


J 


Maine 
Louisiana. 


Delaware. _- 


| Maine 
| Delaware 


Missouri. 
Texas. 
New York 
Delaware 
Delaware 
Delaware. - 


| Ohio 


Colorado-- 


} Delaware 


Delaware. __..__- 
Pennsylvania. __ 
California__- 
Oklahoma 
Delaware 
Idaho 
Louisiana 


Nebraska 


Delaware 


Delaware 


Delaware__. 
Washington_.__._- 
Delaware 
Colorado 


Delaware 
Delaware... ....-- 
Delaware_ . 
Delaware 

Maine ‘ 
California. 


Michigan -- 
Ohio 
Michigan - -- 
Texas 

New York 
Pennsylvania_ - 
Pennsylvania. -- 
Wyoming 

New York_-..-- 
Delaware _ _- 
Delaware 
Arizona 
California 
Delaware 
Delaware 





Location of principal 
place of business 





Los Angeles, Calif. 


Findlay, Ohio, 
Denver, Colo. 


Port Arthur, Tex, 
San Antonio, Tex. 


New York, N. Y. 


Jacksonville, Fla. 
Santa Barbara, Calif. 
Miami, Fla. 
Kokomo, Ind. 

New York, N. Y. 

St. Louis, Mo. 
Pensacola, Fla. 
Pensacola, Fla. 
Baltimore, Md. 


Los Angeles, Calif. 


Mt. Pleasant, Mich. 
New York, N. Y. 
Tulsa, Okla. 

Tulsa, Okla. 


Independence, Kans, 


New York, N. Y. 
Tulsa, Okla. 
Kansas City, Mo. 
Bay City, Tex. 
New York, N. Y. 


| New York, N. Y. 





| 


Cleveland, Ohio. 
Cleveland, Ohio. 
Cleveland, Ohio. 
Denver, Colo. 


Atlanta, Ga. 


Corpus Christi, Tex. 
Pittsburgh, Pa. 

Los Angeles, Calif, 
Ardmore, Okla. 

San Francisco, Calif. 
San Francisco, Calif. 
Baton Rouge, La. 


Omaha, Nebr. 

New York, N. Y. 
New York, N. Y. 
Philadelphia, Pa. 


San Francisco, Calif, 
San Francisco, Calif. 


New York, N. Y. 
Ponca City, Okla. 


San Francisco, Calif. 
Bartlesville, Okla, 
Tulsa, Okla, 

Tulsa, Okla, 

Tulsa, Okla, 

San Francisco, Calif. 


Flint, Mich. 
Philadelphia, Pa. 
Philadelphia, Pa. 
Beaumont, Tex. 
Philadelphia, Pa 
Philadelphia, Pa 
Scranton, Pa. 
Rock Springs, Wyo. 
Mt Vernon, N. Y. 
Mt. Vernon, N. Y. 
Mt. Vernon, N. Y. 
Houston, Tex. 

Los Angeles, Calif, 
New York, N. Y. 


Tulsa, Okla. 
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The Texas-Empire Pipe Line Com- 
pany of Texas. 


Texas-New Mexico Pipe Line Com- J 
pany. | 

The Texas Pipe Line Company —_. 

The Texas Pipe Line Company of 
Oklahoma, 

Texas Production Company of | 
Nebraska. 

Texon Oil & Land Company 

Texon Oil & Land Company of 
Texas. 

Theisen-Clemens Company-.- ido 

Theisen-Clemens Investing Com- 
pany. 

The Tide-Water Pipe Co., Ltd 

Tidal Pipe Line Company 

Toledo Northern Pipe Line Com- |f 
pany. l 

Transit & Storage Company-. 

Treasure State Pipe Line Company. 

Tri-Lakes Corporation... 

Tuscarora Oil Company, Ltd 

Union Oil Company of Nevada 

Union Steamship Company 


The United Oil Company. -.....--- 


United States Pipe Line Co 

Utah Oil Refining Company 
Vacuum Oil Company (Del.) 
Valley Pipe Line Company-. 
Wabash Pipe Line Company 
Wadhams Oi] Company 

Waggoner Service Stations, Inc 
Warner-Quinlan Company of Texas. 
Washington Refining Company 
West Coast Oil Company--.-...__..-- 
Westcott Oil Company : 
Western Gulf Oil Company-.-- 
West-Harden Oil Company, Inc 
White Eagle Pipe Line Co., Inc 
White Star Northern Oil Co 
Wilson Oi] Corporation 
Woco-Pep Company of Tuscaloosa_.| 
Wofford Oil Company (Ala.) 
Wofford Oil Company of Ga-. 
Yount-Lee Pipe Line Company - --- 


\J 
i 


1 





4. The following individu 
the corporate defendants as 
in the management of the 
management, direction, and 
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Affiliation | — State of | Location of principal 
incorporation place of business 
Tide Water... ‘ 
Cities Service Delaware. ....-.-... | Tulsa, Okla, 
Texas A 


Tide Water_.- 

Cities Service... Delaware. .....-.- Houston, Tex. 
Consolidated 

Texas Texas - ..| Houston, Tex. 
Texas _- woo----| Oklahoma..... } Tulsa, Okla, 
Texas_-__- Nebraska..........| New York, N, Y. 
Continental Dewwate...:.:.. Fort Worth, Tex. 
Continental ; tease Fort Worth, Tex. 
Mid-Continent Michigan_.....-..| St. Joseph, Mich, 
Mid-Continent Michigan... .--- St. Joseph, Mich. 
Tide Water. __-- | Pennsylvania.....| Bradford, Pa. 
Tide Water. _. Oklahoma._........| Tulsa, Okla. 


Pure. ...------- ? }onio 


Gulf... 117777] fObio- ------------- Chicago, Ill. 








Esso. ...............| Delaware..........] Port Huron, Mich. 
Ohio.._. : Montana_.........| Sunburst, Mont. 
Sohio.....- Delaware .----| Mt. Pleasant, Mich. 
Esso ; Pennsylvania_....| Harrisburg, Pa. 
Union Nevada ...----| Los Angeles, Calif. 
Union a New Jersey.......| Los Angeles, Calif. 
‘ities Service . , : 
Ceneianen . hc alifornia._._.-- Los Angeles, Calif. 
Pure... . Pennsylvania_-....| Chicago, Il. 
Stanolind._. cost Uliiixen Salt Lake City, Utah 
Socony Delaware * New York, N. Y. 
Texas California | Los Angeles, Calif. 
Pure = Ilinois_......-- Chicago, Ill. 
Socony.. Wisconsin... Milwaukee, Wis. 
Socony Illinois Chicago, Tl. 
Cities Service. - de cate ne Fort Worth, Tex. 
Shell Washington... San Francisco, Calif. 
Tide Water. - on) SR ccenewat San Francisco, Calif. 
Continental. Idaho. .....-| Boise, Idaho. 
Gulf Delaware.........| Pittsburgh, Pa. 
Pure Virginia._- - ....| Covington, Va. 
Socony.. | Kansas............| Kansas City, Mo. 
Socony.. ce Michigan pind Newberry, Mich. 
Pure | Michigan ...| Detroit, Mich. 
Pure | Alabama. | Tuscaloosa, Ala. 
Pure ; | Alabama.._.......| Birmingham, Ala. 
Pure - Georgia... _.- | Atlanta, Ga, 
Stanolind - - SF ad anesnsce’ Tulsa, Okla. 


als, not made defendants herein, connected with 
indicated in the following table, have been active 
Institute and have been actively engaged in the 
control of the affairs and policies of the respective 


defendant majors and secondaries, particularly those affairs, activities, and 
policies hereinafter described in this complaint: 


Name of individual 


ane 


CB ecient ea 
NE I ect ten dadsaleniencesahenimenrnd 
Charles J. Barkdull___---~_-. 


Affiliation 

Director, Institute. 

President and Director, Phillips. 

Vice President and Director, Alco Royalty Corp. 

Director, Southern Phillips Corp. 

Director, Institute. 

Vice President and Director, Socony. 

Member of Marketing Committee, Institute. 

Director and Vice President, Stanolind. 

Director, Institute. 

Executive Vice President and Director, Stanolind. 

Director, Stanolind Pipe Line Co. 

Director, Stanolind Pipe Line Co. 

Director, Pan American Petroleum & Transport 
Co. 

Director, Pan American Producing Co. 

Director, Pan American Refining Corp. 

Director, Mexican Petroleum Corporation of 
Georgia. 
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Name of 


individual 


GS: ONO cccnanaictimggnegee 


Wee ee evn sattntenmene eee 


RB. A. Broomfield....-.-~-..> 


Edwy Rolfe Brown__-~----- 


SOR BD. TO icant. 


Po ie fe ee aN 


i, Oo ee ats csensetimapineans Sndon 


Seige Wate. noe 


Robert H. Colley_.__.......-- 


Bh DE) COMO geet 


De ae CIO ic santas camaiianas 


Ralph K. Davies__......___-_ 


Henry M. Dawes__.—_.____-_ 


py Sp, RRR OTS Re Se 


Henry W. Dodge__....._-___ 


O. D. Donnell 


Affiliation 

Director, Institute. 

Director, Shell. 

Director, Vice Chairman of Board and Executive 
Vice President, Shell Oil Co., Inc. 

Director and President, Washington Refining Co. 

Member of Executive Committee, Institute. 

Director, Institute. 

Director and President, Socal. 

Director and President, The California Co. 

(Calif.). 

Director, Institute. 

Director and Executive Vice President, Barnsdall. 

Director, Institute. 

Director and Chairman of Board, Magnolia Petro- 
leum Co. 

Director and Vice President, Socony. 

Director, Socony-Vacuum Oil Corp. 

Director and Chairman of Board, Magnolia Pipe 
Line Co. 

Member of Executive Committee, Institute. 

Director, Institute. 

Director, Chairman of Executive Committee and 
President, Socony. 

President, Institute. 

Member of Executive Committee, Institute. 

Chairman of Board and Director, Richfield Oil 
Corporation of New York. 

Vice President and Director, Sinclair Refining Co. 

Member of Marketing Committee, Institute. 

Director and Vice President, Consolidated. 

Director and Vice President, Sinclair Refining Co. 

Member of Executive Committee, Institute. 

Director, Institute. 

President and Director, Atlantic. 

Vice President, Atlantic Pipe Line Co. 

Director and Vice President, Atlantic Oil Shipping 
Co. 

Vice President and Director, Buffalo Pipe Line 
Corp. 

Vice President and Director, Keystone Pipe Line 
Co. 

Director, Institute. 

President and Director, Socal. 

Director, Institute. 

President and Director, South Penn Oil Co. 

Director, Institute. 

Vice President, The California Co. (Calif. ) 

Vice President and Director, Socal. 

Member of Marketing Committee, Institute. 

Member of Executive Committee, Institute. 

Director, Institute. 

President and Director, Pure. 

Director, Institute. 

Chairman of Board and President, Utah Oil Refin- 
ing Co. 

Director, Midwest Oil Co. 

Vice President, Texas. 

Director, Goodyear-Wende Oil Corp. 

Director and Vice President, Indian Refining Co. 

Vice President and General Sales Manager, The 
Texas Co. (Del.) 

Member of Marketing Committee, Institute. 

Treasurer and Director, Institute. 

Member of Executive Committee, Institute. 

Director and President, Ohio. 

Member of Production Committee, Institute. 
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Name of individual 


Fs COME DIB O ii csiiti icine 


Wk Oe WOT cen ecccbeeaiis 


Ww. 


Bt OCA sts é cicnens 


ROOD - POA diikiinaiocmins 


Alexander Fraser... ..- 


Harry D. Frueauff........ 


Herbert R. Gallagher__--- 


George J. Hanks____._---___ 


D. 


W. 


OS a 
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Affiliation 

Director, Institute. 

President and Director Gulf. 

President and Director Gulf Refining Co. 

Director and Chairman of Board Western Gulf 
Oil Co. 

Director and Chairman of Board, Gulf Research & 
Development Co. 

Director, Institute. 

Member of Executive Committee, Institute. 

President and Director, Esso. 

Director, Ethyl Gasoline Corp. 

Director, Institute. 

Director and Executive Vice President, Continen- 
tal. 

Director and President, Rocky Mountain Pipe 
Line Co. 

Director and Vice President, The Boston-Wyo- 
ming Oil Co. 

Director and Vice President, Chappell Oil Co. 

Vice President, Continental Pipe Line Co. 

Director and Vice President, Merritt Oil Corp. 

Director and Vice President, The Buck Creek Oil 
Co. 

Director and Vice President, Fort Collins Pro- 
ducing Corp. 

Director and President, Merrico Royalties Co. 

Director and President, New Mexico Pipe Line Co. 

Director and Vice President, The Standard Shale 
Products Co. 

Member of Marketing Committee, Institute. 

Director, Institute. 

Director and President, Mid-Continent. 

Director, Great Lakes Pipe Line Co. 

Director, Theisen-Clemens Co. 

President, Cosden Pipe Line Co. 

Director, Institute. 

Director and President, Shell Oil Co., Ine. 

Director, Shell. 

Director and President, Shell American Petroleum 
Co. 

Director, Institute. 

Director, Empire Gas & Fuel Co. 

Director and Vice President, Cities Service Oil Co. 
(Del.). 

Director and Vice President, Cities Service Oil 
Co. (Pa.). 

Director, Indian Territory Illuminating Oil Co. 

Member of Marketing Committee, Institute. 

Manager, Oil Departments, Cities Service. 

Director, Institute. 

President and Director, Consolidated. 

Director, Richfield Oil Corp. 

Director and Chairman of Board, Sinclair Re- 
fining Co. 

Director, President and Chairman of Board, Com- 
monwealth Petroleum Holding Co. 

Director and President, Bradford Transit Co. 

Director and Vice President, Tide Water. 

Director and Vice President, Tidal Pipe Line Co. 

Vice President and Director, Arkana Transit Corp. 

President and Director, Arkansas Pipeline Corp. 

Vice President, Director and General Manager, 
Arkansas Fuel Oil Co. 

President and Director, Orange State Oil Co. 

Vice President and Director, Lisbon Gasoline Co., 
Inc. 
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Name of individual 
William V. Hartmann. ___-_-- 


Daw. J. BOO oncangeneaninn 


Goorge A. Hill, Jka nccmtnnme 


W. T. Holliday 


Wm. F. Humphrey-.....---- 


BHAN JOCKIN dcncctccieten 


Charles S. Jones.___........- 


We AOR JOAE emt tenincn 


Harry T. Klein 


Affiliation 

Director, Institute. 

Director and Vice President, Gulf. 

Director and Vice President, Gulf Refining Co. 

Director and Vice President, Gulf Research & De- 
velopment Co. 

Director, Detroit Southern Pipe Line Co. 

Member of Marketing Committee, Institute. 

Director, Institute. 

Director and President, Atlantic Pipe Line Co. 

Director and Vice President, Atlantic. 

Director and President, Atlantic Petroleum Pur- 
chasing Co. 

Member of Refining Committee, Institute. 

Director, Institute. 

Vice President for Production, Institute. 

Member of Executive Committee, Institute. 

Chairman of Production Committee, Institute. 

Chairman of Committee on Well Spacing, Institute. 

Director, Institute. 

President and Director, Sohio. 

President and Director, Latonia Refining Corp. 

President and Director, Tri-Lakes Corp. 

President and Director, Fleet-Wing Corp. 

President and Director, Fordsville Gathering Line, 
Ine. 

President and Director, Sohio Producing Co. 

President and Director, Sohio Pipe Line Co. 

President and Director, Sohio Corp. 

Director, Institute. 

Member of Executive Committee, Institute. 

President and Director, Tide Water. 

Director and President, Pantheon Oil Co. 

Director and President, Pioneer Midway Oil Co., 
Consolidated. 

Director and President, Reward Oil Co. 

Director and President, West Coast Oil Co. 

Director and President, Associated Oil Company 
of Wyoming. 

Director, Sterling Oil & Development Co. 

Director and Vice President, Stanolind. 

Member of Marketing Committee, Institute. 

Director, Institute. 

President and Director, Richfield Oil Corp. 

President and Director, Reservoir Hill Gasoline Co. 

President and Director, Rio Grande Oil Co., Ine. 

Member of Executive Committee, Institute. 

Director and President, Cities Service. 

Director and Vice President, Arkansas Pipeline 
Corp. 

Director, Arkansas Fuel Oil Co. 

Vice President and Director, Empire Gas & Fuel 
Co. 

Director and Chairman of Finance Committee, 
Richfield Oil Corp. 

Director and Vice President, Indian Territory Illu- 
minating Oil Co. 

Director, Institute. 

Director, Institute. 

Director, Texas Production Co. of Nebraska. 

Director, Goodyear-Wende Oil Corp. 

Director, Vice President and Member of Execu- 
tive Committee, Texas. 

Director and Vice President, The Texas Co. (Del.). 

Director, Indiana Refining Co. 

Director, Seaboard Oil Company of Delaware. 
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Name of individual 


Freie ROT tgtctinnmniioniinna 


M. 3). Lombard g.ccnnspsne 


John M. Lovejoy.._.......-. 


George MacDonald__...-___ 


A OE; BEAR nc ccmnmintion 


Win, A. MGR Risesienn ra 


Bee WE + MOO WO lrrtsiccmmcinne 


Dan Moran 


Harry Moreland 


Be EIOWRLG POWriecncntenes 
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Affiliation 

Director, Institute. 

Member of Executive Committee, Institute. 

Director and Vice Chairman of the Board, Gulf. 
ann Chairman of the Board, Gulf Refining 

0. 

Director and President, Western Gulf Oil Co. 

Director and President, Gulf Research & Develop. 
ment Co. 

Director and Vice President, Socal. 

Vice President, The California Co. (Calif.) 

President, California Pipe Line Co. 

Member of Production Committee, Institute. 

Director, Institute. 

Member of Production Committee, Institute. 

President, Seaboard Oil Company of Delaware. 

Director, Cities Service. 

Director, Consolidated. 

Director, Petroleum Corporation of America. 

Director, Richfield Oil Corp. 

Director and Vice President, Sohio. 

Director, Fleet-Wing Corp. 

Director, Atlas Supply Co. 

Director and Vice President, Latonia Refining 
Co. 

Director, Simrall Corp. 

Director and Vice President, Sohio Producing Co. 

Director and Vice President, Sohio Corp. 

Director and Vice President, Sohio Pipe Line Co. 

Director and Vice President, Tri-Lakes Corp. 

President and Director, Ajax Pipe Line Corp. 

Director, Fuel Oil Corp. 

Director, Sohio. 

Director, Latonia Refining Corp. 

Director, Fleet-Wing Corp. 

Director, Simrall Corp. 

Director, Michigan-Toledo Pipe Line Co. 

Director, Sohio Producing Co. 

Director, Institute. 

Vice President in Charge of Sales, 
tinent. 

President and Director, Genessee-Diamond Oil Co. 

Vice President and Director, Baron-Huot Oil Co. 

Member of Marketing Committee, Institute. 

Director, Institute. 

Director and President, Continental. 

President and Director, Great Lakes Pipe Line Co. 

President and Director, The Boston-Wyoming Oil 
Co. 

President and Director, Chappell Oil Co. 

President and Director, Continental Oil 
(Texas). 

President and Director, Continental Pipe Line Co. 

President and Director, Merritt Oil Corp. 

President and Director, The Buck Creek Oil Co. 

President and Director, Fort Collins Producing 
Co. 

Director, Institute 

Vice President and General Manager, Great Lakes 
Pipe Line Co. 

Director, Institute. 

Vice President for Refining, Institute. 

Member of Executive Committee, Institute. 

President and Director, Sun. 

Member of Production Committee, Institute. 

Chairman of Refining Committee, Institute. 

Director, Beacon Sun Company. 

President and Director, Motor Tankship Corp. 


Mid-Con- 


Co. 





CONS 


Name of 


ENT DECREE 


individual 


Po eg UL 


) DB; Reeser wulecul lie 


Torkild Rieber....u nulls 


W. & 8. Rodgers........ ... 


b. P..t.  Gintes.. stl Cais 


E. W. Sinclair 
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Affiliation 

Director, Institute. 

Member of Executive Committee, Institute. 

Chairman of Board and Director, Phillips. 

President and Director, Alco Royalty corp. 

Director, Institute. 

President and Director, Barnsdall. 

President and Director, Barnsdall Pipe Line Co. 

President and Director, Pittsburgh Oil & Gas Co. 

Member of Marketing Committee, Institute. 

Director, Institute. 

Chairman of Board, Director and Member of Exec- 
utive Committee, Texas. 

Chairman of Board and Director, The Texas Co. 
(Del.). 

Director, Indian Refining Co. 

Director, Seaboard Oil Company of Delaware. 

Director, Goodyear-Wende Oil Corp. 

Director, Institute. 

Member of Executive Committee, Institute. 

Chairman of Public Relations Committee, Insti- 
tute. 

President, Director and Member of Executive 
Committee, Texas. 

Director and President, The Texas Co. (Del.). 

Director, The Texas Co. (Cal.). 

Director, Indian Refining Co. 

Director, Goodyear-Wende Oil Corp. 

Director, Great Lakes Pipe Line Co. 

Director, Institute. 

Director, Former President and Former Chairman 
of Board, Union. 

Former Director and President, California Coast 
Oil Co. 

Former Director, Claremont Oil Co. 

Director, Institute. 

Vice President and Director, Tide Water. 

Vice President and Director, Tidal Pipe Line Co. 

President and Director, Great Southern Oil Co. 

Member of Production Committee, Institute. 

Director, Institute. 

Member of Executive Committee, Institute. 

President and Director, Stanolind. 

Director and Vice President, Mexican Petroleum 
Corporation of Georgia. 

Director and Vice President, Pan American Petro- 
leum & Transport Co. 

Director and Vice President, Pan American Re 
fining Corp. 

Director and Vice President, Pan American 
Production Co. 

Director, Pan American Southern Corp. 

Director and Vice President, Stanolind Oil Pur- 
chasing Co. 

Director and Vice President, Stanolind Pipe Line 
Co. 

Director, Pan American Petroleum Corp. 

Director, Institute. 

Director, Chairman of Finance Committee and 
dxecutive Vice President, Consolidated. 

President and Director, Sinclair Refining Co. 

Director and Treasurer, Petroleum Corporation of 
America. 

Director, Commonwealth Petroleum Holding Co. 

Director, Great Lakes Pipe Line Co. 
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Name of individual 


PantTy TMG AIS. once cncwnn 


Warren A. Sinsheimer______- 


TUF 7 Ma I ciscniasca erstiaiacicsiciheiaamentaie 


. 


Wins Ti M . i o .e. 


Ww. ls Btowart, Jr... cari <u. 


Herbert R. Straight__..-___ 


Sidney A. Swensrud__------ 


Reese H. .Tayletccncnnonnne. 


Walter C. Teagle 
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Affiliation 

Director, Institute. 

Member of Executive Committee, Institute. 

Director and Chairman of Executive Committee, 
Consolidated. 

Chairman of the Board and Director, Richfield Oil 
Corp. 

Director, Petroleum Corporation of America. 

Director, Arkansas Pipeline Corp. 

Director, Arkansas Fuel Oil Co. 

Director, Empire Gas & Fuel Co. 

Vice President and Director, Empire Pipeline Co. 

Director, Cities Service Oil Co. 

Director, Indian Territory Illuminating Oil Co. 

Director, Institute. 

Member of Executive Committee, Institute. 

President and Director, Skelly. 

Director and President, Mission Corp. 

Director and President, Pacific Western Oil Corp. 

Director, Great Lakes Pipe Line Co. 

President and Director, Skelco Products Co. 

President and Director, East Texas Refining Co. 

Director, Institute. 

President and Director, Soky. 

President and Director, Refiners Oil Corp. 

Director, Institute. 

Vice President and Director, Union. 

Vice President and Director, Union Steamship Co. 

Director, Claremont Oil Co. 

Vice President and Director, Lake View Oil Co. 

Director, Los Angeles Oil Co. 

Member of Refining Committee, Institute. 

Director, Institute. 

Director, Empire Gas & Fuel Co. 

President, Director and General Manager, Cities 
Service Oil Co. 

President, General Manager and Director, Empire 
Pipeline Co. 

Director, Richfield Oil Corp. 

Director, Texas Empire Pipe Line Co. (Del.). 

Director, Cities Service. 

Director, Great Lakes Pipe Line Co. 

Vice President, Sohio. 

Director, Fleet-Wing Corp. 

Director, Commercial Oil Co. 

Director, Eagleroe Oil Co. 

Director, Ohio Independent Oil Co. 

Director, Ridge Oil Corp. 

Director and Assistant Secretary, Fordsville Gath. 
ering Line, Inc. 

Director and Assistant Secretary, Simrall Corp. 

Director and Assistant Secretary, Michigan- 
Toledo Pipe Line Co. 

Assistant Secretary, Sohio Corp. 

Director, Berea Engineering Co. 

Vice President and Assistant Secretary, Sohio Pipe 
Line Co. 

Director and Vice President, Ohio River Pipe Line 
Co. 

Director, Institute. 

Director and President, Union. 

Director, Institute. 

Chairman of Board, Esso. 

Director, Ethyl Gasoline Corp. 
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Name of individual Affiliation 
Temple W. Tutwiler_____-~- President and Director, Arkansas Fuel Oil Co. 

Vice President and Director, Arkansas Pipeline 
Corp. 

Director and President, Cities Service Oil Co. 
(Pa.). 

Vice President and Director, Empire Gas & Fuel 
Co. 


Vice President and Director, Indian Territory Il- 
luminating Oil Co. 
Director, Richfield Oil Corp. 
Director, Cities Service. 
Director, Orange State Oil Co. 
R. G. A. van der Woude__-_-- Director, Institute. 
Member of Executive Committee, Institute. 
President and Director, Shell. 
Director and Chairman of Board, Shell Oil Co., 
Ine. 
Director, Asiatic Petroleum Corp. 
We @ Vinidtte 220221225: Vice President and Director, Soky. 
Vice President and Director, Refiners Oil Corp. 
Member of Marketing Committee, Institute. 
Cornelius B. Watson__----~-- Director and Vice President, Pure. 
Director, Great Lakes Pipe Line Co. 
Director, Hickok Oil Corp. 
President and Director, Detroit Southern Pipe 
Line Co. 
President and Director, Pure Transportation Co. 
Member of Refining Committee, Institute. 
Member of Marketing Committee, Institute. 


Bavie W. Wene..3 sk o2 cs Director, Institute. 
Director and President, Hthyl Gasoline Corp. 
Ba Welk. tase waeden sue . Director and President, General Pipe Line Co. 
(Calif.). 


Director and President, General Petroleum Cor- 
poration of California. 

President, General Petroleum Corporation of 
Nevada. 


Be? Ce OV I ies co sedan elias Director, Institute. 
Director and President, Humble Oil & Refining Co. 
be Be WeNCON Ge ceed. Director, Institute. 


Director, Vice President and Secretary, Pure. 
Director, Hickok Oil Corp. 
Charies:J.. YOKUm...1.sccn. President and Director, Petroleum Transit Corp. 
Member of Central Committee on Public Rela- 
tions, Institute. 
Chairman of Subcommittee on Contract and Bulk 
Hauling, Institute. 


II. JURISDICTION AND VENUE 


5. This complaint is filed and these proceedings are instituted under Section 4 
of the Act of Congress of July 2, 1890, ec. 647, 26 Stat. 209, as amended, entitled 
“An Act to Protect Trade and Commerce Against Unlawful Restraints and 
Monopolies,” said Act being commonly known as the “Sherman Antitrust Act,” 
and under Section 15 of the Act of Congress of October 15, 1914, ec. 323, 38 Stat. 
730, as amended, said Act being commonly known as the “Clayton Act,” against 
the above-named defendants in order to prevent and restrain violations by them 
of Sections 1, 2 and 8 of the Sherman Act and Sections 2 and 3 of the Clayton 
Act. 

6. The alleged unlawful acts and violations hereinafter described, including the 
unlawful monopoly, attempts to monopolize, combinations and conspiracies to mo- 
nopolize, and contracts, combinations and conspiracies to restrain trade and com- 
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merce in petroleum and its products among the several States of the United 
States, with foreign nations and within the District of Columbia, have been 
and are conceived, carried out, and made effective in part within the District 
of Columbia, and many of the unlawful acts done in pursuance thereof have 
been performed by the defendants or some of them and their respective repre- 
sentatives within said District. The following defendants transact business 
or may be found within the District of Columbia: American Petroleum Insti- 
tute; Phillips Petroleum Company; The Texas Company (Delaware); Lord 
Baltimore Filling Stations, Inc.; Sun Oil Company; Gulf Oil Corporation: 
Standard Oil Company of New Jersey; Sherwood Brothers, Incorporated ; 
Petroleum Heat & Power Company; Shell Oil Company, Inc.; The American 
Oil Company (Md.); The Atlantic Refining Company; Cities Service Oil Com- 
pany (Pa.); Continental Oil Company; Sinclair Refining Company; Gulf Re- 
fining Company; Richfield Oil Corporation of New York; and Tide Water 
Associated Oil Company. The interstate trade and commerce involved in the 
petroleum industry is carried on in part within the District of Columbia. 


Ill. INTERSTATE COMMERCE INVOLVED 


7. Crude oil moves in interstate commerce from centers in producing states 
to refineries located in other states. Such interstate movement is carried on 
mainly through the trunk pipelines operating in 21 states and transporting 
approximately one billion barrels of crude oil per year. The trunk pipeline 
also carry crude oil from producing states to water terminals from which it is 
moved by tanker to refineries located in other states and to foreign nations. 
Crude oil also moves in interstate commerce between points of production and 
refineries by means of barges, lake tankers, railroad tank cars, and trucks. The 
principal petroleum products move in interstate and foreign commerce from the 
refineries to distribution and consuming points throughout the United States 
and to foreign nations by means of gasoline pipelines, railroad tank cars, trucks 
and trailers, tankers, barges, and tank wagons. There is a continuous flow of 
petroleum products in interstate commerce from the refinery to the tank of the 
consumer. Gasoline pipelines, tankers, barges, tank cars, bulk plants, tank 
wagons, and service stations are merely facilities in this flow. The transfer from 
one facility to the other is merely a convenience in handling petroleum products 
and does not interrupt the continuous interstate flow which begins at the refinery 
and ends at the consumer’s container. Practically all the defendant majors and 
producing secondaries are engaged in the production and purchase of crude oil 
in the producing states and move and transport crude oil in interstate commerce 
through defendant controlled pipelines from states where produced or purchased 
to refineries located in other states. Defendant majors and marketing sec- 
ondaries engage in the movement of the principal petroleum products in inter- 
state commerce from refineries to consumers’ containers throughout the United 
States. 

IV. DESCRIPTION OF THE INDUSTRY 


8. The petroleum industry is divided into four branches—production, transpor- 
tation, refining and marketing. Crude oil is produced from subsurface deposits 
known as crude oil reserves. While the known reserves cannot be inventories 
with any degree of certainty, the total recoverable reserves estimated by geolo- 
gists as of January 1, 1940, amounted to over eighteen billion barrels. Fear 
of the exhaustion of these reserves has prompted the adoption of conservation 
programs, rationing the production of crude oil by the various fields, pools, and 
wells, which are administered by designated agencies of the state and federal 
government. 

9. Crude oil is produced from more than 375,000 oil wells producing approxi- 
mately 1,250,000,000 barrels per year. The producing wells are located in 23 
states, but 84 percent of the total production is contributed by wells located in 
the states of Texas, Oklahoma, California, Illinois and Louisiana. 

10. Crude oil moves usually through gathering pipelines which take the crude 
oil at the well and transport it directly to a refinery located in the field or to a 
trunk pipeline which transports the crude oil either to the refinery or to a water 
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terminal from which it is in turn shipped to the refinery by tanker or barge. 
There are 52,000 miles of gathering lines, of which 75% are common carriers by 
statute. While there may be several gathering systems in one field, each one 
reaching hundreds of wells, no well is connected with more than one system. 
A very small quantity of crude oil moves overland by truck and railroad but the 
eost of these forms of transportation is greater than the cost of transportation 
through pipelines. 

11. There are 60,000 miles of crude oil trunk lines, 87% of which are common 
earriers subject to the jurisdiction of the Interstate Commerce Commission. 

12. Where feasible the cheapest method of transporting crude oil is by tanker 
or barge and large quantities of crude oil are shipped by this method. 

13. There are 547 refineries located in 35 states. These refineries are located, 
for the most part, at places to which adequate supplies of crude oil may be eco- 
nomically transported. 

14. The refineries themselves are of two general types; those utilizing simple 
distillation processes, and those utilizing the more recently developed patented 
“eracking” processes which are not only more economical but have made it pos- 
sible over the last twenty years to increase the average recovery of gasoline from 
crude oil from 26 to 45 per cent. 

15. The total daily capacity of these refineries is 4,625,000 barrels. Refineries 
located in Texas, California, Pennsylvania, Illinois, Indiana, Oklahoma, New 
Jersey, and Louisiana have over 81 per cent of the capacity. The total daily 
runs to stills is approximately 3,400,000 barrels, and the principal products pro- 
duced are gasoline, fuel oils, kerosene, and lubricants. 

16. Petroleum products are transported from refineries to the consuming areas 
usually by pipelines, tankers and tank cars when the refinery is located near 
the oil fields and away from the consuming area, and by tank car, tank truck 
and trailer, and tank wagon when the refinery is near the area of consumption. 
The gasoline pipeline, which is the most economical method of transporting 
petroleum products overland, has been developed almost wholly since 1930 and 
today there are about 8,000 miles of such lines connecting refineries and tanker 
terminals with the consuming areas. Approximately 66% of gasoline pipelines 
are common carriers subject to the jurisdiction of the Interstate Commerce Com- 
mission. 

17. Upon reaching the consuming areas the petroleum products are stored in 
27,000 local terminals and bulk plants for distribution to 200,000 service sta- 
tions, to approximately the same number of other establishments selling petro- 
leum products, and to commercial consumers. 

18. Thousands of individuals and hundreds of corporations engage in the 
petroleum industry which represents an investment of approximately fifteen 
billion dollars and is exceeded in size only by agriculture, the railroad industry, 
and the combined divisions of the utility fields. This investment is distributed 
among the four principal divisions as follows: producton—43%, transportation— 
17%, refining—27%, and marketing—_13%. In the producing branch of the in- 
dustry, thousands of small landowners and others own or operate oil wells or 
collect royalties on oil produced. 

There are approximately 100 companies engaged in transportation of petro- 
leum products as a sole function. Approximately 200 companies operate the 
refineries. The marketing of petroleum products is carried on by approximately 
25 large companies and their subsidiaries, 8,000 individual and incorporated 
brokers, jobbers and distributors, 200,000 service station operators, and 200,000 
merchants who sell petroleum products in conjunction with other merchandise. 

19. The key characteristic of the industry today is complete integration, the 
culmination of a twenty-five year trend. Today the 22 fully integrated oil com- 
panies, called majors, control the 344 secondary companies which are engaged 
in one or more of the functions of production, transportation, refining and mar- 
keting. With their secondary companies the majors form 22 completely inte- 
grated units, each unit thus operating in all four branches of the industry. Joint 
ownership of some of the secondary companies is part of the pattern of the in- 
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dustry. These companies have total assets on a consolidated basis of approxi- 
mately nine billion dollars. Their individual assets are as follows: 


Name of company: Total assets 
Sn, I CD a citpi manana aolapan ape grentcaphe sbi $203, 400, 377 
NN Ce shih od ta setestimngeg em enc envan prion occas en ek esta Sim kin hn 25, 762, 319 
eee ee Se. Benne ne Monaneambocdounebduwedes 1, 068, 578, 765 
I Ge Ii. chitin cen penta cin damm nineties 357, 848, 818 
I casing rvondinas Meaiidigneh wtccebba in tlie aoapapehlh 127, 661, 986 
I oe as shdeebince mien tasgaie aniinip pee shaete ierpanier 523, 292, 917 
eee ORES ECR ONNET SOR io ic nc emtinonccemmcdncnense 65, 103, 571 
i MP MN nS cas ijmignatibe hich even belivtanses 133, 748, 393 
RN I a hin cas desde bonn caieichodoieres és 223, 280, 318 
ee ee TE I ei nistecics sats gk dedi in ona aheens ticipate ad dhavinchtp aaah 178, 567, 387 
I i OE i estima hceuuiibtinianimm melee 401, 048, 417 
I asa Iaslancolerenalcbanas guneiass minimlibtines 62, 048, 509 
SN I ioe on cies ceases gunion eps teeta ie erie 929, 066, 796 
Stapaera Gi Company of Callromia....._................,.- 628, 618, 202 
Sop Gn O90, WENN ee ee ce ee ae wenn en 723, O79, 697 
IRC, OD SN sca saaenies repent mig meaiaeee 42, 697, T77 
URE Gil CG, TINOW  SOnNOD } neces encncniccnccmmoceuc= 2, 034, 989, 485 
ee Gn SE CERN an adn naoenemaanesuan 76, 072, 531 
IE Re ere Ss ee lchadatatine SGawsindh inicuriamaae 146, 431, 484 
PORT UI nUNI RU at  eat s e cngtmher riga teams ie 661, 067, 032 
UES. FEE, OOO CRE On i ee oe eccnieie ee eiiom 204, 467, 844 
Union Gil Company of Califoriia.._...................-~..... 187, 066, 399 


20. These 22 integrated companies occupy a position of great dominance in 
the industry. They own or control over sixty-five percent of the known crude 
oil reserves, thirty-two percent of the oil wells (and the oil wells of the majors 
produce fifty percent of the total production), ninety-two percent of the stocks 
of crude oil, eighty percent of the crude oil storage capacity, seventy-six percent 
of the crude-oil refining capacity, eighty-eight percent of the cracking capacity ; 
produce eighty-five percent of the gasoline refined; possess ninety percent of 
the stocks of finished gasoline, ninety-two percent of the stocks of fuel oil, 
ninety-one percent of the stocks of kerosene, ninety-three percent of the stocks 
of lubricants, and eighty-eight percent of the stocks of gas oil and distillate 
fuel oils; and control seventy-five percent of the bulk plants, and seventy-five 
percent of the service stations. In the transportation branch of the industry 
the majors own or control fifty-seven percent of the crude oil gathering lines, 
eighty-five percent of the crude oil trunk pipelines, eighty-seven percent of the 
deadweight tonnage of oil tankers and ninety-six percent of the mileage of 
gasoline pipelines. 

21. The position of the majors in this industry is indicated in the following 
chart: 
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| Number of y Percentage 
Phases and functions ns majors | of ownership 
| or control 

Investment_. cameatoan : ‘ 4 — 22 | 60. 0 
Crude oil rese ves... ; 21 | 68. 0 
Number of producing oil wells__- . \ atx 21 | 32.4 
Crude oil production. - ‘ie 21 | 50. 0 
Crude oil gathering pipeline mile age- sical 21 | 57.5 
Ratio of purchases of crude oil to total United States production . 20 56.8 
Ratio of crude oil transported in gathering lines to total United States pro- | 

duction... ‘ . , 1 20 | | 62. 5 
Crude oil truck pipe line miles we. 20 | 85. 6 
Barrel-miles of crude oil transported in trunklines 2 : 15 96. 5 
Investment in crude oil pipelines ?__ E 24 15 | 89.3 
Income of crude oil pipelines 2... te aN 15 | 97.7 
Stocks of crude oil- 21 | 92. 5 
Crude oil storage capacity. : 21 | 79.1 
Imports of crude oil-~...---- S : ‘ bebe 6 | 90. 6 
Exports of crude oil_.-- 14 | 66. 7 
Crude oil refining capacity 21 76.1 
Crude oil runs to stills_. 21 | 82.7 
Cracking capacity se ch 21 | 87.6 
Production of gasoline. 21 84. 6 
Stocks of finished gasoline. - - 120 90. 0 
Exports of gasoline- - -- 14 | 95.0 
Ratio of domestic sales of gasoline to total United States consumption. _. 22 87.1 
Gasoline pipeline mileage_- ; 117 96. 3 
Barrel-miles of gasoline by pipelines_ 15 | 96. 5 
Investment in gasoline pipelines 2_ ; ‘aaa 12 | 100. 0 
Income of gasoline pipelines ? 12 | 100. 0 
Deadweight tonnage of oil tan 15 87.2 
Stocks of lunricants 119 93. 0 
Stocks of kerosene 119 91.2 
Stocks of gas oil and distillate fuel oils 119 88.1 
Stocks of residual fuel oils 120 92.0 
Number of domestic bulk plants 199 74.7 
Number of service stations - - =. 22 75.0 


! Data for all defendant majors not available. 
2 Coverage of the Interstate Commerce Commission only. 


The dominance of the defendant majors has been steadily increasing while the 
position of all others in the industry, commonly knowns as “independent” pro- 
ducers, refiners, marketers, and service station operators, has been steadily de- 
creé ising. 

22. In addition to the control by the majors over pipeline transport: ition here- 
inbefore described their control over transportation facilities is implemented by 
long term charter parties which they induce the owners of uncontrolled tankers 
and barges to enter into by paying rates in excess of those economically feasible 
for the independent producers and refiners. Further, the majors reduce trans- 
portation costs for themselves by the use of so-called exchange accounts. Under 
this system one refiner will deliver gasoline or other products to the local storage 
facilities of another refiner in return for a similar accommodation by the latter 
refiner in some other area. Such exchange arrangements are rarely made with 
independent refiners. 
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23. The control by the majors over the marketing facilities for petroleum 
products is gained through their outright ownership of bulk plants and con- 
tracts with the owners of bulk plants requiring the owners to deal only in the 
products of the particular defendant, and through ownership, leases, exclusive 
dealing contracts, and offering inducements to other operators to enter into 
exclusive dealing arrangements in the case of service stations. Some of the 
service stations the majors own or lease and operate themselves; other stations 
they own or lease and sublease to operators under the “Iowa Plan.” Under this 
plan which has been put into effect mainly in the States east of the Rocky 
Mountains, the majors lease or sublease service stations to operators who are 
given possession under uniform leases adopted by the majors which contain a 
short term cancellation provision. These leases do not provide for the exclusive 
handling of the lessor’s petroleum products, but the majors have the power, 
through threatening to cancel the lease by exercising the short term cancella- 
tion clause, to force the operator to handle the lessor’s petroleum products 
exclusively and to sell them at the prices dictated by the lessor; the lessor 
also cancels leases when the operator fails to maintain or increase the pre- 
determined gasoline gallonage which forms the basis for calculating rent, or 
when the operator refuses to purchase supplies of automotive equipment from the 
lessor or the persons designated by him. In addition, the majors have the 
power to force operators to maintain or increase the predetermined gasoline 
gallonage by dictating the reduction of sales prices without making a corre- 
sponding reduction in the price at which the operator purchases the gasoline. 

24. Non-lessee service station operators are induced to enter into exclusive 
dealing contracts requiring the operators to buy all of their gasoline or other 
petroleum products from the particular major company by granting them a 
special discount which is not granted to those who buy from more than one 
supplier, by operating a nation-wide credit service in which the supplier guaran- 
tees the credit of those purchasing from the operators; by guaranteeing margins; 
by loaning money and equipment; and by threatening ruinous competition. 


V. OFFENSES CHARGED 


25. Each of the defendants and the defendants collectively have violated and 
are now violating Sections 1, 2, and 3 of the Sherman Act, by unlawfully at- 
tempting to monopolize, monopolizing, and contracting, combining and conspir- 
ing to regulate, control, dominate, monopolize, and restrain trade and com- 
merce among the several States of the United States, with foreign nations and 
within the District of Columbia and have violated and are now violating Sec- 
tions 2 and 3 of the Clayton Act in the manner and by the means hereinafter 
described : 


The Institute 


26. The defendants have unlawfully combined to create, maintain, and utilize 
the Institute and its national, regional, State, and local committees as instru- 
mentalities for promoting, supervising, and enforcing policies, programs, prac- 
tices, and activities of the defendants designed to restrict the production of 
erude oil and petroleum products, to establish and maintain sales prices for 
petroleum and its products, to manipulate prices in order to restrict or eliminate 
competition among the defendants, to deprive others of a fair opportunity to 
eompete freely and unrestrictedly with the defendants, and to enable the defend- 
ants to dominate, control, and monopolize the petroleum industry in all its 
phases. The managing officials of the Institute and the members of the various 
committees are the officers and other representatives of the majors and sec- 
ondaries made defendant herein. 


Controlling and restricting the production of crude oil and manufacture of pe- 
troleum products 

27. Defendants are jointly and individually acquiring an increasingly domi- 
nant control over the known crude oil reserves of the United States through 
purchase and lease and on option. 

28. The defendants have combined and conspired to restrict the production 
ef crude oil and the manufacture of petroleum products. The defendants report 
weekly to the Institute the amounts and locations of all stocks of petroleum 
products owned or held by each of them on the last day of each preceding week 
and cause the Institute to summarize such detailed information and disseminate 
it, together with the Institute’s suggestions of the amounts of crude oil which 
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should be produced and the Institute’s suggestions of the amounts of petroleum 
products which should be manufactured and maintained in storage, to defendants 
and the public. The suggested amounts of crude oil to be produced are less than 
the amounts which would normally be produced even in States operating under 
conservation programs, and the suggested amounts of petroleum products to be 
manufactured and maintained in storage are less than the amounts which would 
normally be manufactured and maintained in storage. The defendants adopt 
the suggestions of the Institute, thereby curtailing the amounts of crude oil 
produced and the amount of petroleum products manufactured. The defend- 
ants, the Institute, and its production and refining committees and sub-com- 
mittees also promote individual and joint agreements, among defendants and 
independent producers and refiners, and associations of producers and refiners, 
to restrict production of crude oil and to restrict the manufacture of petroleum 
products to the amounts suggested by the Institute. 

29. Defendants have combined and agreed to follow the practice of receiving, 
in their crude oil gathering lines, from independent producers who have only one 
market because there exists no other practical means of transportation, less 
erude oil than the amounts which they would normally produce and, in States 
operating under conservation programs, less than the prorated allowables fixed 
by State proration authorities, thereby reducing the amount of crude oil pro- 
duced by the independent producers. 

The pricing of crude oil 

30. Defendants have combined and conspired to fix and maintain uniform 
non-competitive prices to be paid by them for the crude oil purchased from 
independent producers. In order to maintain uniform prices, the defendants 
agree that one of them will post, in each crude oil field or pool, the agreed upon 
prices. The defendants also agree that each of them will post and follow the 
prices posted by the designated defendant in each of the pools and fields in 
which they purchase crude oil. In fields where independent refiners compete 
with defendants in purchasing crude oil, defendants fix higher prices for crude 
oil, without reference to its specific gravity, than they fix in fields where defend- 
ants control production and gathering lines. Since the net cost of crude oil 
to defendants is lower than the prices posted in those fields where the defend- 
ants fix the higher prices, due to low cost production and purchases elsewhere, 
the independent refiners, who are forced to rely solely upon purchases in those 
fields, cannot obtain crude oil supplies on a competitive cost basis with defendants 
and as a result are driven out of business. 

31. The defendants also have combined and conspired to fix and maintain uni- 
form non-competitive prices to be charged by them in sales of crude oil to 
independent refiners. Through their activities defendants control practically 
all of the supply of crude oil available for refining, and independent refiners, 
most of whom do not have independent sources of crude oil, are compelled to 
purchase all or a large part of their requirements from defendants. Defendants 
follow the practice of selling crude oil to independent refiners at fixed prices 
which are arrived at by adding to the fixed price for crude oil the agreed upon 
published tariff rates for pipeline transportation and arbitrarily adopted rates 
for gathering and storing of such oil, thereby placing independent refiners at 
a substantial price disadvantage over the defendants in procuring crude oil 
supplies, and, in addition, independent refiners directly pay tribute to the defend- 
ants on purchases of crude oil to the extent of the excessive amounts charged 
them for gathering, transportation, and storage. 


Transportation 


9» 


32. Defendants, controlling pipeline gathering systems leading from produc- 
ing wells to the defendants’ crude oil trunk pipelines are jointly and individually 
following the practice of compelling independent producers who have no other 
practical means of transportation to competitive markets, to sell crude oil to the 
defendants at the well rather than permitting them to use such lines on a com- 
mon carrier basis and reach those markets in which they might sell their produc- 
tion. Defendants thereby gain control of the crude oil produced by such 
independent producers. 

33. Defendants are concertedly causing those defendants, who individually 
and jointly own and operate interstate crude oil trunk pipelines and interstate 
gasoline pipelines, to adopt and file with the Interstate Commerce Commission, 
tariffs, rules and regulations, covering the interstate transportation of crude oil, 
zasoline and other petroleum products, which require that shippers tender to 

98505—57—pt. 1, vol. 1-11 
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such carriers unreasonably large quantities, commonly called “minimum tender,” 
of crude oil and petroleum products, to maintain and charge uniform non-com- 
petitive, onerous and oppressive rates for the transportation of crude oil, and 
uniform non-competitive, onerous and oppressive rates at rail freight levels 
irrespective of the cost of service for the transportation of petroleum products, 
and to fail to provide to shippers the ordinary common carrier terminal facili- 
ties at both ends of and along the pipelines. These tariff requirements are put 
into effect for the purpose and with the effect of reserving such pipelines as 
private carriers for the defendants who are large shippers advantageously lo- 
eated at existing terminals along the pipelines, despite the fact that these crude 
oil trunk pipelines have been common carriers by statute for many years, and 
these gasoline pipelines have been common carriers by statute since installa- 
tion. The result is that independent producers and refiners are precluded from 
using the crude oil trunk pipelines on a common carrier basis in violation of 
Section 1 of the Act to Regulate Commerce, and from locating their refineries at 
advantageous points along such pipelines or at their terminals in large con- 
suming areas, to restrain the interstate transportation of crude oil, and to 
obtain for defendants a monopoly of crude oil. The result is also to preclude 
independent refiners and distributors from using gasoline pipelines on a common 
earrier basis, in violation of Section 1 of the Act to Regulate Commerce, and 
from marketing their products in the consuming areas served by these pipelines, 
and to restrain the interstate transportation of petroleum products, 

34. The defendants have combined and conspired to charge excessive rates 
for the use of crude oil and gasoline pipelines and to receive back as refunds 
and rebates on the rates charged to themselves a substantial part of the reve- 
nue from pipeline operations in violation of Sections 2 and 6 of the Act to Regu- 
late Commerce, as amended, and Section 1 of the Elkins Act, as amended. These 
rebates result in crude oil and petroleum products being transported for defend- 
ants at less rates than those named in the tariffs published and filed by the pipe- 
lines and are used by defendant owners to subsidize operations in other branches 
of the industry thereby enabling them to enjoy an unfair competitive advantage 
over their independent competitors who are unable to use such pipelines under the 
terms, conditions, and regulations imposed by the defendants. 

35. Defendants have combined and conspired to cause railroads to establish 
and maintain rates favorable to them and unfavorable to the independent refiner. 

36. Defendants jointly and individually exert influence upon and connive with 
officials, traffic managers, and other employees of railroad companies, which 
haul petroleum products in interstate commerce throughout the United States, 
to cause these railroad companies to establish and maintain high rail freight 
rates on long hauls of petroleum products from areas where independent refiners 
are located to consuming areas where defendants dominate, control, and monopo- 
lize the distribution and sale of petroleum products. These rates prevent inde- 
pendent refiners from competing with defendants in the distribution and sale 
of petroleum products and maintain the transportation factor used as part of 
the price-fixing program hereinafter described. 

37. Defendants jointly and individually exert influence upon and connive with 
officials, traffic managers and other employees of railroad companies, which haul 
petroleum products in interstate commerce throughout the United States, to 
cause these railroad companies to establish and maintain agreed npon low rail 
freight rates on transportation of petroleum products in interstate commerce 
from the refineries, pipeline terminals and water terminals of defendants to 
points of distribution located in the consuming areas where defendants dominate, 
control and monopolize the distribution and sale of petroleum products. This 
enables defendants to obtain the advantages of low rail freight rates which dis- 
criminate against independent refiners who are attempting to market petroleum 
products in interstate commerce in competition with defendants. 

$8. In carrying out the program for the establishment and maintenance of 
rail freight rates as hereinabove described, defendants are jointly and individ- 
ually resorting to the practice of threatening to build and utilize more gasoline 
pipelines, to increase the use of motor trucks, to increase the use of tanker and 
barge facilities and to refuse to use rail transportation facilities unless the rail- 
roads establish and maintain rates agreeable to defendants. 

39. Defendants are jointly and individually acquiring and maintining a dom- 
inating control over tankers, barges, tank cars, and other facilities for the inter- 
state transportation of crude oil and petroleum products, by purchase, long term 
contracts and leases. Defendants have combined and conspired to maintain and 
establish and to induce others to mtaintain excessive rates for the use of such 
facilities, thereby preventing their use by independent competitors. 
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Marketing policies and price differentials 

40. Defendants have combined and conspired to distribute their petroleum 
products at wholesale only through facilities operated by persons, firms, or cor- 
porations whose buying, selling and operating policies defendants are able to 
control. They have obtained such control over practically all of the thousands 
of bulk plants, located throughout the United States, through which petroleum 
products pass in interstate commerce from refiners to service stations and con- 
sumers’ containers. Control of these bulk plants is obtained through exclusive 
dealing contracts with jobbers and distributors and by forcing, through the use 
of unfair practices, independent refiners, jobbers and distributors to sell or lease 
them to defendants. These practices include threats of ruinous competition, 
promises of guaranteed margins, making of unwarranted and excessive loans of 
money on bulk plants, and the offering of free equipment and other valuable 
property and services to the service station customers of such refiners, jobbers, 
and distributors. Defendants use these bulk plants for the exclusive distribution 
of their petroleum products, either by direct operation or through distributors 
under exclusive contracts or exclusive Commission agents to whom the plants are 
leased. By the means, methods and practices described defendants are denying 
the use of existing bulk plant facilities to independent refiners and jobbers and 
are monopolizing the essential facilities for the distribution of petroleum and 
petroleum products themselves. 

41. Defendants are combining and conspiring to distribute their petroleum 
products only through service stations operated by persons, firms, and corpora- 
tions whose buying, selling, and operating policies defendants are able to control. 
Such control is acquired through ownership, leases, subleases, exclusive dealer 
contracts, granting of differentials in price to exclusive operator-purchasers 
while denying them to competing non-exclusive operator-purchasers of petroleum 
products of like grade, quality and quantity, in violation of Section 3 of the 
Robinson-Patman Act, granting nation-wide credit card service to exclusive op- 
erators, offering inducements such as loans of money and guaranteed margins, 
loaning of equipment, and threats of ruinous competition, for the purpose of 
monopolizing service station outlets. The granting of differentials in price to 
exclusive service station operators is also a discrimination in violation of Section 
2. as amended, of the Clayton Act. 

12. Defendants marketing gasoline throughout the United States, and par- 
ticularly throughout the 43 States east of the Rocky Mountains and in the 
District of Columbia, have unlawfully combined and conspired to put into effect 
and maintain the so-called “Iowa Plan.” Under this plan defendants lease 
service stations, which they control by ownership, or lease, to lessee-operators 
and compel those operators to handle exclusively the particular lessor’s brand 
of petroleum products. These lessee-operators are given possession of the 
service stations under uniform leases, adopted by defendants, which specify 
the term of occupancy, the rental and other lease provisions, including a short 
term cancellation clause. These leases do not provide for the exclusive han- 
dling of the defendants’ petroleum products, but defendants are requiring each 
lessee-operator to handle the petroleum products of the lessor exclusively and 
compel him to refuse to distribute, display, or handle any petroleum products 
of a competitor. Defendants compel the lessee-operator to maintain or increase 
the predetermined gasoline gallonage which forms the basis for calculating the 
rental of the service station. Defendants fix and dictate the prices at which 
lessee-operators shall sell defendants’ petroleum products. To effectuate the 
plan, defendants threaten to and do cancel the leases on service stations and 
dispossess lessee operators by exercising the short term cancellation clause of 
the lease when the lessee-operator refuses to handle lessor’s petroleum products 
exclusively, or upon lessee-operator’s refusal to sell the petroleum products at 
the prices dictated by defendant lessor. The defendants’ operations under the 
lowa Plan have eliminated competition among defendants and deprived inde- 
pendent refiners, jobbers, and distributors of outlets for the marketing of their 
petroleum products in competition with defendants. 

43. Defendants have combined and conspired to adopt uniform types of con- 
tracts for the sale of petroleum products in interstate commerce to jobbers, 
distributors, commission agents, non-lessee service station operators and com- 
mercial consumers. Each of these contracts contains non-competitive, oppres- 
sive and onerous terms and requires that the purchaser shall buy all of his 
requirements of petroleum products from the particular defendant with whom 
the contract is executed. Each major and secondary oil company defendant 
marketing petroleum products forces all their purchasers to execute and abide 
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by the terms of the uniform contract applicable to them. The exclusive deal- 
ing provisions of these uniform contracts are also in violation of Section 3 of 
the Clayton Act. 

44. Defendants have combined and conspired to sell petroleum products to 
operators and lessees of service stations under arrangements requiring them to 
handle exclusively the petroleum products of one of the defendants. This is 
accomplished by sales contracts which provide, and sales on oral condition, 
agreement and understanding, that such purchasers shall not deal in any petro- 
leum products of a competitor or competitors of the particular defendant. The 
exclusive dealing provisions of the contracts for sale of petroleum products in 
interstate commerce and the sale of petroleum products in interstate commerce 
made under the oral arrangements are also in violation of Section 3 of the 
Clayton Act. 

45. Defendants are concertedly following the practice of selling complete 
and full lines of petroleum products through service stations controlled by them 
and forcing the operators of service stations to handle exclusively their full lines 
of petroleum products by threatening to invoke the clause of the leases provid- 
ing for cancellation on short notice, cancellation of the leases, cancellation of 
supply contracts, and refusing to sell petroleum products on the exclusive price 
basis to operators who do not handle their full lines. 


Price fixing 


46. Defendants have combined and conspired to adopt a price-fixing program, 
and defendants concertedly agree upon sales prices for petroleum products, 
marketing and price policies, and methods and practices for fixing and main- 
taining prices, for stabilizing price structures, for lowering prices whenever 
they wish to eliminate independent competitors, and for raising prices wherever 
the competition of independent competitors has been eliminated. These agree- 
ments are reached at frequent meetings held throughout the United States 
under the auspices of the defendant Institute, its marketing committee and 
subcommittees, and apart therefrom, attended by the officers and other repre- 
sentatives of the defendant majors and secondaries, and others unknown to 
plaintiff, acting for and on behalf of the defendants. 

47. As part of the price-fixing program, defendants have agreed to utilize 
and are utilizing a pricing formula, of which the basic factor is the price for 
principal petroleum products at either spot markets or other base points arbi- 
trarily selected by defendants. The spot market prices are the quotations se- 
lected by defendants for spot markets for which certain trade journals currently 
publish such quotations. The base prices at the other base points are prices 
arrived at by adding to the spot market quotations existing freight rates be- 
tween spot market locations and the other base points. The prices at these 
base points are adopted irrespective of the cost of such petroleum products at 
the points from which shipments are actually made. To the prices at the base 
points are added all rail freight rates to final destinations as a factor in the 
pricing formula, irrespective of the actual point of origin of the product, and 
the transportation facility actually used. Prices for petroleum products at 
final destinations are arrived at by adding the margins allowed by defendants to 
distributors and retailers as another factor in the formula. In selling to job- 
bers, distributors and other large quantity purchasers of petroleum products for 
resale, defendants charge all rail freight rates from basic points to purchasers’ 
destinations in addition to the base prices, although such petroleum products 
actually move in interstate commerce from points of origin other than base 
points and at costs to defendants less than all rail freight rates. By carrying 
out this scheme, defendants are able to maintain the factors of their price- 
fixing formula and exact from purchasers and consumers amounts of money in 
excess of those actually expended by defendants for transportation from actual 
points of origin to purchasers’ destinations. 

48. In order to raise, fix, peg and stabilize spot market prices of gasoline and 
other petroleum products, defendants purchase, at agreed upon artificially high 
and non-competitive prices, quantities of those commodities from sellers, mainly 
independent refiners who sell in the spot markets and elsewhere at prices below 
those fixed by defendants. Defendants cause such sellers to report to the trade 
journals the high, fixed prices paid by defendants rather than the lower spot 
market prices at which the sellers sell to purchasers other than the defendants. 
The reporting of the agreed upon high prices paid by defendants misleads the trade 
journals and causes them to publish the fixed spot market prices rather than 
the lower competitive prices at which gasoline and other petroleum products are 
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being sold currently, thereby making effective and maintaining the fixed, high 
prices agreed upon by defendants. Such purchasing programs have been organ- 
ized and utilized by defendants in refining areas throughout the United States 
and purchases have been made through them from sellers located in the states 
of California, Wyoming, Montana, Texas, Louisiana, Oklahoma, Kansas, Arkan- 
sas, Kentucky, Illinois, Michigan, and Pennsylvania. To facilitate the operation 
of these purchasing activities, defendants have promoted and organized corpo- 
rations and voluntary membership organizations among independent refiners. 
Such purchasing activities monopolize available supplies of those petroleum 
products ; prevent those products from moving in interstate commerce to con- 
suming areas for sale in competition with defendants’ products at prices lower 
than those agreed upon by defendants; artificially raise, fix, peg, and stabilize the 
prices of petroleum products in spot markets; increase, fix and maintain tank 
ear prices of gasoline and petroleum products contracted to be sold and sold in 
interstate commerce; and increase wholesale and retail prices throughout the 
United States. 

49. Defendants concertedly fix and maintain uniform, excessive and exorbitant 
price differentials between the various grades of gasoline, that is, third, regular, 
and premium, thereby exacting unreasonably high prices from jobbers, distrib- 
utors, service station operators and the consuming public. 

50. As a further part of the price-fixing program, defendants concertedly 
cause a selected defendant to post and publish the agreed upon prices for the 
sale of petroleum products in tank car, tank wagon, barrel and gallon lots in 
designated areas of the United States. The following companies have been 
selected to post prices in the designated areas: 


Selected company : States in designated area 
Socony-Vacuum Oil Co., Inc_____-_. Maine, New Hampshire, Vermont, Mas- 


sachusetts, Rhode Island, Connecti- 
cut, and New York. 


The Atlantic Refining Co__._._._..._.__... Pennsylvania and Delaware. 
Standard Oil Company of New Jer- 
TET wsittinncaii meena steam iniethnpaniienn a aneumiied New Jersey, Maryland, Virginia, West 


Virginia, North Carolina, South Car- 
olina, and the District of Columbia. 
The Standard Oil Co. (Ohio) __~__-. Ohio. 
The Standard Oil Co. (Kentucky). Kentucky, Mississippi, Alabama, Geor- 
gia, and Florida. 
iiatenceiegl Indiana, Illinois, Michigan, Wisconsin, 
Missouri, Iowa, Minnesota, Kansas, 
Nebraska, South Dakota, and North 


Standard Oil Co. (Indiana) 


Dakota. 
Standard Oil Company of Louisi- 
DIN s:+ sak te eniheneheaeeste tech Giateiniaiil Louisiana, Arkansas, and Tennessee. 
Humble Oil & Refining Co___-_--~~-. Texas. 
COMTI) GON io. esancancneneeenincanie Oklahoma, New Mexico, Colorado, Utah, 


Wyoming, Idaho, and Montana. 
Standard Oil Company of Califor- 
iis canabth co eacgulih dcasstinldinitaaeeidls seine comical California, Washington, Oregon, Ne- 
vada, and Arizona. 


Defendants follow the prices so posted by the selected defendant in quoting, 
posting and publishing prices for petroleum products and in selling and con- 
tracting to sell petroleum products in each of such areas. 

51. Defendant Ethyl Gasoline Corporation is the sole manufacturer and dis- 
tributor of tetra-ethyl lead fluid, a patented fluid, which removes the knocking 
characteristic of gasoline when mixed as a blending agent. Approximately 
seventy-five percent of all motor fuel consumed in the United States contains 
tetra-ethyl lead fluid and all defendant majors, with the exception of Sun Oil 
Company, use it as a blending agent. Defendants, individually and collectively, 
agree with defendant Ethyl Gasoline Corporation to use this fluid on the basis 
of an agreed system of licenses which are granted by the Ethyl Gasoline Corpora- 
tion in restrictive licensing contracts, which require uniform methods of blending 
tetra-ethyl lead fluid with gasoline. Defendants and Ethyl Gasoline Corpora- 
tion also agree that the latter prohibit the blending, use or marketing of tetra- 
ethyl lead fluid by non-defendants, except with the approval of, and under terms 
and conditions dictated by and agreeable to defendants. Defendants do not 
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approve applications of independent refiners who sell gasoline at prices below 
those fixed and maintained by the defendants. 

52. Defendants concertedly fix and maintain the prices at which they require 
their jobbers, distributors and service station operators, purchasing petroleum 
products in interstate commerce for resale, to sell such products, and the dif- 
ference between such agreed upon prices and those at which defendants sell 
their petroleum products are the margins allowed to such resellers. Defendants 
have adopted uniform margin provisions as part of the uniform contracts used 
in selling petroleum products to distributors and through commission agents, 
These margins are progressively narrowing and at times are fixed and maintained 
at such low levels that jobbers, distributors, commission agents and service 
station operators are either barely able to meet their costs of operation and 
distribution or are compelled to sell at a loss. These uniform narrow margins 
prevent jobbers, distributors, commission agents, and service station operators, 
who purchase defendants’ petroleum products and sell them to resellers and the 
consuming public, from competing with the defendants and with each other at 
prices lower than those fixed by defendants. 

53. Defendants have agreed to make and are making periodic inspections and 
Surveys of gasoline prices posted and charged by jobbers, distributors and 
trackside and other service station operators, for the purpose of ascertaining 
the identity of those who are selling at prices less than those posted and charged 
by the defendants. The information so obtained is transmitted to the suppliers 
of the price-cutting sellers who coerce and compel those sellers to sell at the 
prices fixed by the defendants by threatening to cut off and cutting off their 
supply of gasoline. 

D4. Defendants concertedly designate selected defendants in various locali- 
ties throughout the United States to supply service stations with petroleum 
products for resale at prices below those fixed and maintained by defendants 
and below those at whiche independents sell, thereby eliminating independent 
competitors from business and “stabilizing” local price situations without lower- 
ing tixed and maintained tank wagon prices. Some of these suppliers and service 
stations are operated under the guise of independent ownership when in truth 
and in fact they are owned, controlled or operated by designated defendant 
companies, individually or jointly. These stations are supplied with petroleum 
products at a loss to defendants. 

55. Defendant sare eliminating independent trackside service stations, which 
are enabled to sell below the prices fixed and maintained by the defendants 
through savings from direct distribution to the consumer, from business by con- 
certedly forcing railroad companies to refuse new leases and cancel old leases 
for, and raise rentals on, sites on which trackside service stations are located, 

56. Defendants sell petroleum products to so-called commercial consumers, 
such as transportation companies, industrial establishments, public utilities and 
others using large quantities of gasoline, fuel oils and lubricants, at fixed prices 
which are lower than those fixed and maintained by them in sales of identical 
petroleum products, in similar quantities, to jobbers, distributors, service station 
operators and the consuming public generally. This practice prevents inde- 
pendent refiners, jobbers, distributors, and service station operators from sell- 
ing to commercial consumers and enables defendants to monopolize this trade 
and commerce in petroleum products. 

57. When requested to bid on public or private contracts for petroleum prod- 
ucts, defendants fix the prices to be submitted as bids and select the defendant 
who is to be the low bidder. By means of this collusive action defendants 
refrain from bidding against each other except in a perfunctory manner and 
without good faith, submit agreed upon uniform prices in lieu of competitive 
bids, prevent independent refiners, jobbers and distributors from successfully 
competing with defendants and monopolize the sale of petroleum products to 
large public and private consumers. 


Combinations 

58. The twenty-two integrated major companies are engaged in the produc- 
tion, refining, transportation, and marketing of petroleum and its products, while 
a large number of non-integrated or independent companies engage in one 
or more but not all of those branches of the industry. Each of the integrated 
companies is a large combination of capital and individuals possessing great 
economic power, including the power to handicap or even stifle effective com- 
petition by the nonintegrated companies. Moreover, all of these integrated 
companies operate in effect as one unit under substantially identical business 
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policies and practices. Through the control of oil reserves, wells, transporta- 
tion and marketing facilities, the twenty-two companies have been able to 
restrict the production of independent producers, exclude independents from 
the use of transportation and marketing facilities and fix the price of petroleum 
and its products. In an attempt to prevent such restraints, the government 
has successfully prosecuted numerous actions against the majors. However, 
such piecemeal prosecutions have not resulted in the restoration of free com- 
petition or prevented the recurrence of such arrangements because the power 
inherent in the combinations continued to exist. 


VI. PURPOSE AND EFFECT 


59. Defendants have adopted and engaged in each of the means, methods, 
devices, practices and activities aforesaid with the purpose, intent and actual 
effect of unlawfully restraining, monopolizing, attempting to monopolize, con- 
trolling and otherwise unlawfully restricting the aforesaid trade and commerce 
in petroleum and its products. 

60. Defendants, by concerted action, through the Institute, and independently 
of it, have actively and effectively restricted their own activities and dominated 
and restricted the activities and business policies of all others engaged in pro- 
ducing, transporting, refining and marketing petroleum and its products, particu- 
larly those activities and policies connected with and relating to the production, 
transportation, marketing and utilization of crude oil, the methods of trans- 
porting and marketing petroleum products and the price structures of crude oil 
and petroleum products throughout the industry. 

61. Defendants by concertedly engaging in the unlawful activities herein de- 
scribed have monopolized the known crude oil reserves ; have limited the amounts 
of crude oil produced by themselves and others for the purpose of reducing 
the amount available for the manufacture of petroleum products; have obtained 
control of practically all of the crude oil produced; have maintained the prices 
paid to independent producers of crude oil at a low level in all fields except in 
those where defendants maintained high prices to eliminate independent com- 
petitors who had to rely upon purchases in those fields; have restrained the 
interstate transportation of crude oil; have limited the amounts of petroleum 
products manufactured by themselves and others; have obtained control of a 
substantial portion of the petroleum products produced by independent refiners ; 
have monopolized the sale of petroleum products; have precluded independents 
from competing successfully with them by increasing the independents’ cost of 
transporting petroleum products to market while decreasing their own and by 
obtaining control of virtually all of the facilities of distribution from refinery to 
consumer and preventing the operators of these facilities from handling products 
of independents ; have restrained the interstate transportation of petroleum prod- 
ucts; and have fixed and maintained high and arbitrary prices for the sale of 
their petroleum products and have driven out of business independents who 
attempted to sell below such prices. 

62. The consumer has been deprived through the operation of the present 
structure of the oil industry of the natural advantages of geographical position. 
The present combination has caused high rates to be charged for the use of pipe- 
lines from oil wells to independent refineries and for the use of pipelines or 
railway haulage from independent refineries to markets. On the other hand 
the combination has caused the railroads to maintain low rates on the transpor- 
tation of petroleum products from the refineries and terminals of the integrated 
companies to consuming areas and has received rebates from pipelines. This has 
contributed to the maintenance of a fixed price through the reduction of com- 
petition ; it has also denied to consumers the advantages of natural geographic 
position, and has resulted in the uneconomic and artificial allocation of the 
costs of transportation so far as the consumer is concerned. 

63. The consumer has been deprived through the operation of the present 
structure of the oil industry of the ability to buy petroleum products from nu- 
merous competitors. The setting of a price, high or low, suitable to the integrated 
companies, the control of transportation, and the exchange of gasoline between 
the integrated companies, thus eliminating the cost of transportation while 
deceiving the public, has eliminated most of the competition and products of 
independent refineries. The control of bulk plants obtained through exclusive 
dealing contracts and by threats of ruinous competition, promises of guaranteed 
margins and excessive loans, and the control of distributors including service 
Stations has eliminated most of the products of independent refineries from the 








154 CONSENT DECREE PROGRAM—DEPARTMENT OF JUSTICE 


market and has also made it impossible for the consumer to buy at the service 
station products other than those of the controlling integrated company. 

64. The consumer has been deprived through the operation of the present 
structure of the oil industry of the benefits of technological improvements which 
should be reflected in lower costs to producers and refiners and lower prices to 
consumers. The maintenance of fixed prices and artificial transportation rates 
has restricted or eliminated competition which would force the integrated com- 
panies to give to the consumer the benefits of lower costs arising from technologi- 
cal improvements. The price to the consumer does not reflect the lower costs 
and the greater recovery of gasoline through modern refining methods, and the 
increased value of by-products. Adoption of artificial transportation rates has 
also withheld from the consumer the benefits of the development of new types of 
transportation facilities, such as pipelines, trucks and barges, because of their 
use in the price formula which does not take into account either the origin of 
the product or the transportation facility actually used. 

65. The operation of the present structure of the oil industry has fostered 
and preserved an uneconomic, duplicative and wasteful marketing system. The 
cost of transporting and marketing the refined product under the present system 
is greater than the cost of production. This uneconomic system has been pre- 
served through the denial of pipelines to independent refiners and through the 
capture of marketing outlets by the integrated companies. The present market- 
ing system is wasteful in that it operates through service stations which cannot 
sell more than one line of products because of agreements in sales contracts and 
the use of the cancellation clauses in the leases of service stations. 

66. The power possessed by the integrated companies has deprived a substan- 
tial number of citizens of their justly due profit through the operation of the so- 
ealled “Iowa Plan’. This plan, previously described, places the burden of com- 
petition in the sale of gasoline on the service station operator, who, in order to 
preserve his lease, is forced to forego the margin allowed for his profit. The 
advantages that the consumer obtains through lower prices are thus placed at 
the expense of the service station operator, whose facilities are not used eco- 
nomically because of forced full line policies. 

67. The operation of the present structure of the oil industry has resulted in 
the production of crude oil, necessary for the safety of the nation, not on true 
conservation principles, but on the principle of price maintenance. 

68. Each of the four branches of the industry is dominated and controlled by 
the 22 defendant majors who transact more than eighty-five per cent of the 
total business of the industry. In all the four branches of the industry, where 
normal competition once flourished, the rapid development of the completely 
integrated defendants has substantially destroyed competition. The possession 
and use of facilities and supplies provided by integration enables defendants to 
render ineffective and stifle existing and potential competition which defendants 
have combined and conspired to eliminate through the aforesaid means, methods, 
devices, practices and activities and their control of crude oil production, their 
refusal to operate pipelines as common carriers, their acquisitions of bulk plants 
and service stations and the successful forcing of railroads to maintain preferen- 
tial freight rates. Defendant majors operate their integrated organizations in 
all branches of the industry as a single unit and the profits of one branch are 
used to subsidize operations in branches in which competition exists, thus 
enabling the defendants to enjoy unfair competitive advantages over independ- 
ent competitors. Operating on an integrated basis, the defendants have pur- 
posely neglected and failed to compute investments in, incomes from, and costs 
of operations of, each of the various branches in order to conceal the results 
and effects of their illegal purposes and practices. 

69. Unless enjoined by this Court the defendants will continue to violate the 
Acts of Congress in the manner heretofore alleged. 


VII. PRAYER 


Wherefore, Plaintiff Prays: 

(1) That summons issue directed to each defendant, including those residing 
or having offices outside of the District of Columbia, commanding each defend- 
ant to appear herein and answer the allegations contained in this complaint and 
to abide by and perform such acts and decrees as the Court may make in the 
premises ; 

(2) That the defendant Institute be forthwith dissolved ; 
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(3) That the provisions of the contracts of sale of petroleum products, of 
agency and lease with jobbers, distributors, commission agents, service station 
operators and commercial consumers which provide for exclusive dealings with 
defendants, be adjudged and decreed to be monopolistic devices and also in 
violation of Section 3 of the Clayton Act and be cancelled forthwith, and that 
the defendants herein and each of them and their respective successors be per- 
manently enjoined from executing or entering into any contracts or leases 
containing similar provisions, and from concertedly adopting contracts, for the 
sale of petroleum products, having uniform provisions agreed upon by the 
defedants ; 

(4) That the defendant majors and secondaries and each of them be perma- 
nently enjoined and restrained from dominating or controlling or attempting to 
dominate or control, directly or indirectly, buying, selling, pricing and operating 
policies of the operators of facilities used in the marketing of petroleum products 
by the means herein described or by any other means whatsoever ; 

(5) That the discriminatory price provisions of the contracts entered into by 
defendants with, and the sale of products by defendants at discriminatory prices 
to, competing service station operators, be adjudged and decreed to be monop- 
olistiec devices and also in violation of Section 2 of the Clayton Act and that such 
provisions be cancelled forthwith, and that the defendants herein and each of 
them be permanently enjoined from entering into future contracts for the sale 
of, and from selling in the future, any petroleum products to competing service 
station operators under similar discriminatory provisions and prices ; 

(6) That the defendants and each of them and each and all of their representa- 
tives, officers, directors, agents, servants and employees be permanently enjoined 
and restrained from directly or indirectly entering into or carrying out any 
eontract, combination or conspiracy to fix, raise, lower, stabilize or peg prices 
at which the defendants purchase petroleum products, sell their petroleum prod- 
ucts or require that others shall resell such petroleum products in the manner 
and by the means herein alleged or in other manner or means; 

(7) That the defendants and each of them and each and all of their representa- 
tives, officers, directors, agents, servants and employees be permanently enjoined 
and restrained from directly or indirectly entering into or carrying out any 
contract, combination or conspiracy to maintain prices, margins and price differ- 
entials, concertedly fixed by defendants, in the manner herein described or in any 
other manner ; 

(8) That the defendant majors and secondaries and each of them be perma- 
nently enjoined and restrained from operating common carrier crude oil gathering 
pipelines as private carriers to monopolize gathering pipeline transportation of 
crude oil in violation of the Sherman Antitrust Act; 

(9) That the defendants and each of them and each and all of their representa- 
tives, officers, directors, agents, servants and employees be permanently enjoined 
and restrained from directly or indirectly combining or conspiring to eliminate 
actual or potential competitors by coercing, inducing and agreeing with railroad 
companies to establish and maintain rail freight rates which are disadvantageous 
to competitors, by inducing and coercing railroad companies to eliminate track- 
side service stations, and by using bogus independents as price cutters to 
eliminate those competitors who are selling below the prices fixed and maintained 
by the defendants, and by engaging in any other activities which are designed to 
or have the effect of impairing the ability of such competitors to compete with 
defendants; 

(10) That the defendants and the officers, directors, members, representatives, 
agents and employees of the defendant Institute be permanently enjoined and 
restrained from promoting, furthering, and maintaining, directly or indirectly, 
any combination, conspiracy and monopoly herein described, from organizing 
and maintaining in concert with the corporate defendants and their officers, 
agents or employees any organizations or committees thereof to supervise, enforce 
or make effective those illegal policies, programs, and practices adopted and 
agreed upon by the defendants as herein described, or any similar policies. 
programs and practices; 

(11) That the combinations and conspiracies to restrain and monopolize the 
trade and commerce among the several states of the United States, with foreign 
nations and within the District of Columbia, together with the attempts to mo- 
nopolize and the monopolization of said trade and commerce and contracts in 
restraint thereof, hereinbefore described, be declared illegal and in violation of 
the Sherman Antitrust Act; 

(12) That the defendants and each of them and each and all of their repre- 
sentatives, officers, directors, agents, servants and employees, and all persons 
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acting or claiming to act on behalf of the defendants, or any of them, be per- 
manently enjoined and restrained from continuing to carry out, directly or indi- 
rectly, expressly or impliedly, the contracts, combinations and conspiracies to 
restrain and monopolize, the attempts to monopolize and the monopolization of 
said trade and commerce in petroleum and its products, and from entering into 
and carrying out any contracts, restraints, attempts to monopolize and monopo- 
lies similar to those herein described ; 

(18) That the defendants and each of them be permanently enjoined and 
restrained from directly or indirectly acquiring, pursuant to any agreement, 
arrangement or understanding, any part of the crude oil reserves of the United 
States when the purpose or effect of such acquisition is to restrain or monopolize 
any part of the above described interstate or foreign trade or commerce ; 

(14) That the defendant majors, their subsidiaries and affiliates, and each of 
them be permanently enjoined and restrained from concertedly engaging, with 
any other defendant major or its subsidiaries and affiliates or with any other 
person, firm or corporation in the petroleum industry, in any activities which 
are designed to or have the effect of reducing and restricting the amounts of 
crude oil produced or the amounts of petroleum products manufactured by 
defendants or others; 

(15) That the defendants and each of them and each and all of their repre- 
sentatives, officers, directors, agents, servants and employees be permanently 
enjoined and restrained from directly or indirectly entering into or carrying out 
any contract, combination or conspiracy to fix, raise, lower, stabilize or maintain 
prices for the purchase or sale of crude oil in the manner herein alleged or in 
any other manner; 

(16) That the plaintiff have such other and further relief with respect to the 
organization, functioning and operation of the defendants as the Court may 
deem proper: and 

(17) That the plaintiff recover its costs herein. 

UNITED STATES OF AMERICA, 
EDWARD M. CURRAN, 
United States Attorney for the District of Columbia. 

Rosert H. JACKSON, 

Attorney General. 
THURMAN ARNOLD, 
Assistant Attorney General. 

Mac ASBILL, 

Special Assistant to the Attorney General. 

W. B. WATSON SNYDER, 

Special Assistant to the Attorney General. 

H. DouGLas WEAVER, 

Special Attorney. 


IN THE DISTRICT COURT OF THE UNITED STATES FOR THE DISTRICT 
OF DELAWARE 


CIVIL ACTION NO. 182 


UNITED STATES OF AMERICA, PLAINTIFF, U1. PHILLIPS PETROLEUM COMPANY AND 
PHILLIPS PIPE LINE COMPANY, DEFENDANTS 


COMPLAINT 


(Violations of Act to Regulate Commerce, as Amended, and Elkins Act, as 
Amended ) 


(Filed September 30, 1940) 


The United States of America, by Charles Stewart Lynch, United States Attor- 
ney for the District of Delaware, acting under the direction of the Attorney 
General, brings this complaint against the above-named defendants and alleges: 

1. Defendant Phillips Petroleum Company is a corporation organized and 
existing under the laws of the State of Delaware, has its legal domicile in the 
City of Wilmington, Delaware, and is hereinafter referred to as “defendant 
shipper-owner.” Defendant Phillips Pipe Line Company is a corporation organ- 
ized and existing under the laws of the State of Delaware. has its legal domicile 
in the City of Dover, Delaware, and is hereinafter referred to as “defendant 
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common carrie! Effective July 1, 1940, the operations of defendant common 
carrier were taken over by defendant shipper-owner. 

2. This action is brought under the authority of Section 3 of the Act of Con- 
gress known as the “Elkins Act,” approved February 19, 1903, 32 Stat. 847, 
848, U. S. C., Title 49, § 43, to enjoin the common carriers by pipeline from 
granting refunds, rebates, and offsets against regular tariff charges for the 
interstate transportation of property by pipeline, from adopting and utilizing 
any scheme or device which results in the failure to observe strictly tariff rates, 
and from unjustly discriminating against shippers, in violation of the provisions 
of the Act to Regulate Commerce, approved February 4, 1887, as amended, 24 
Stat. 3879, 380, 381, U. 8S. C., Title 49, §§ 2 and 6 (7), and the “Elkins Act,” as 
amended, 34 Stat. 587-9, U. 8S. C., Title 49, §41; and to enjoin the defendant 
shipper-owner from receiving refunds, rebates, and offsets against, and any 
reductions from, regular tariff charges for the interstate transportation of prop- 
erty by pipeline in violation of the provisions of the “Elkins Act,” as amended, 
and to collect from defendant shipper-owner the forfeiture authorized by that 
Act. These Acts of Congress prohibit the granting by a common carrier, and 
the receipt by a shipper, directly or indirectly, by or through any means or 
device whatsoever, of any sum of money or any other valuable consideration as 
a refund, rebate or offset against regular charges paid or due for interstate 
transportation of property, as fixed by the tariffs filed with the Interstate 
Commerce Commission. 

8. During the period from March 16, 1931 through June 30, 1940, defendant 
common carrier was a common carrier by pipeline engaged in the interstate 
transportation of property, including gasoline and petroleum products, under 
tariffs and concurrences in tariffs duly filed by it with the Interstate Com- 
merce Commission, which tariffs prescribed regular charges for the transporta- 
tion of such property. This defendant operated a pipeline system of approxi- 
mately S800 miles of trunk pipeline in the States of Texas, Oklahoma, Kansas, 
Missouri and Illinois for the transportation of gasoline and refined petroleum 
products through its own lines and in connection with other common carrier 
pipelines, from refineries located in the Mid-continent area to consuming points 
in thirteen states of the Middle West. During this period, the defendant ship- 
per-owner, through its ownership of 100% of the stock, controlled, supervised 
and dominated the management, policies and operations of the defendant com- 
mon carrier and was the principal shipper directly, and through its wholly 
owned subsidiaries, over its pipeline system. 

4. The defendant shipper-owner has been a shipper at all times prior to 
July 1, 1940, over the defendant common carrier. Moreover, the defendant 
shipper-owner has owned and does own certain subsidiaries which, prior to 
July 1, 1940, shipped gasoline and petroleum products over the defendant com- 
mon carrier and paid regular tariff charges for such transportation. The 
wholly owned and controlled subsidiaries are the alter ego of the defendant 
shipper-owner and the making of shipments over, and the payments of charges 
to, the defendant common carrier prior to July 1, 1940, by the subsidiaries, were 
in truth and in fact, the acts of the defendant shipper-owner. 

5. The closely interwoven corporate relationship and dealings between the 
defendant common carrier and its shipper-owner, and the almost exclusive use 
of the facilities of the defendant common carrier by its shipper-owner directly, 
and through its wholly owned subsidiaries, has resulted in the defendant com- 
mon carrier granting to defendant shipper-owner refunds, rebates, and offsets 
against the regular tariff charges for the interstate transportation of gasoline 
and petroleum products, as fixed by the schedules of rates provided for in the 
tariffs filed with the Interstate Commerce Commission. The result was accom- 
plished in the manner hereinafter described. 

6. During the period from March 16, 1931, through June 30, 1940, defendant 
shipper-owner delivered directly, and through its wholly owned subsidiaries, to 
the defendant Common carrier at Borger, Texas, and other receiving points, and 
to other common carrier pipelines which were parties to joint interstate tariffs 
with defendant common carrier, gasoline and petroleum products for interstate 
transportation ; such property was transported by defendant common carrier in 
interstate commerce from those points to and through the States of Texas, Okla- 
homa, Kansas, Missouri, and Illinois, and in connection with other carriers, both 
common and private, to points in those and other states. The defendant common 
carrier transported in interstate commerce for the defendant shipper-owner 
directly, and through its wholy owned subsidiaries, the following quantities of 
gasoline and petroleum products, upon which the following tariff charges were 
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paid to the defendant common carrier by the defendant shipper-owner directly, 
and through its wholly owned subsidiaries, for such transportation: 





Quantities Tariff | Quantities Tariff 
Year transported charges | Year transported charges 
(barrels) paid || (barrels) paid 
ey ii Ri WG-1 ee Ste 
i intakes a woan< mie 3, 959, 210. 88 $1, 642, 810. 39 | 1937. . oe . 14, 106,891.00 | $6, 615, 748.00 
Be Gh sane wer 7, 730, 884. 8E 3, 761, 046.06 |} 1988........--.--- 15, 918, 336. 00 7, 795, 986. 00 
1033...............} 11,460 806. 67 4, 963, 444. 71 yee 16, 577, 742. 00 8, 131, 642. 00 
DEE. cnedncecesutll: 2p tee bee §, 228, 745. 97 | ——_—_—————_———_ ———— 
LD apindamodithee 12, 327, 003. 00 5, 864, 115.00 | Toto. 6: a 106, 138, 922, 40 49, 612, 614. 13 
~— TN 12, 289,209.00 | 5, 609, 076.00 || 


' ' 





The above charges were based on the regular tariff rates filed with the Inter- 
state Commerce Commission for the transportation of such property. 

7. During the period 1934 to 1939, both inclusive, the defendant common 
earrier paid or credited to the defendant shipper-owner, and the latter know- 
ingly received and accepted sums of money and other valuable considerations 
which were refunds, rebates, and offsets from the regular tariff charges for 
the transportation of such property, as fixed by the schedules of rates con- 
tained in the applicable tariffs filed with the Interstate Commerce Commission, 
the total of such refunds, rebates, and offsets being $18,920,000. These refunds, 
rebates, and offsets were passed on or credited by the defendant common 
carrier to the defendant shipper-owner under the guise of dividends, the owner- 
ship of stock by the defendant shipper-owner being the means and device 
which resulted in the payment or credit to, and the receipt by, the defendant 
shipper-owner of refunds, rebates, and offsets. During each of the years 1934 
to 1939, both inclusive, the relationship of such refunds, rebates, and offsets to 
the transportation revenues received by the defendant common carrier from 
defendant shipper-owner directly, and through its wholly owned subsidiaries, 
is set forth in the following tabulation: 


| | | | 





Year |‘Transportation| Dividends | Ratio || Year |Transportation| Dividends Ratio 
| revenues | (percent) | | revenues Pi (percent) 
|| 
—s ct a meee — - sa | — o +r Ts rater | ere y aT 
1931......| $1, 642, 810.39 |__. | 1987._... | $6, 615, 748. 00 $2, 775, 000. 00 | 41. 95 
1932...-..| 3, 761,046.06 |... | 1938....-_| 7, 795, 986. 00 | 4, 070, 000. 00 52. 2 
1933......| 4, 968, 444. 71 | ee {| 1939......] 8, 131, 642.00 4, 000, 000. 00 49.19 
1934......| 5, 228, 745.97 | $4, 175. 000.00 | 79. 85 |) |— | ———— 
1935.._. 5, 864. 115. 00 1, 800, 000. 00 30.70 Total__| 49, 612, 614. 13 {1 18, "920, 000. 00 | 38.14 
D, 


1936......| 5, 609, 076.00 2, 100, 000. 00 37. 44 || 


8. For many years, the defendant shipper-owner has received refunds, rebates, 
and offsets from the defendant common carrier under the guise of dividends 
which were excessive and unconscionable returns upon capital stock of the de- 
fendant common carrier. During the period 1934 to 1937, both inclusive, the de- 
fendant shipper-owner received from the defendant common carrier approxi- 
mately $10,850,000 as dividends on $25,000 par value of capital stock, equal to 
an average annual return of 6,200% on such capital stock for which defendant 
shipper-o vner paid $25,000 cash; and during 1938 and 1939, the defendant 
shipper-owner received $8,070,000 as dividends on $4,525,000 stated value of no 
par capital stock, equal to an average annual return of 89% on such capital 
stock. 

9. The ownership and operation of the defendant common carrier has resulted 
in the interstate transportation of the property of the defendant shipper-owner, 
and that property shipped by its wholly owned subsidiaries which was in truth 
and in fact the property of the defendant shipper-owner, at net charges which 
were far less than the regular tariff rates filed with the Interstate Commerce 
Commission, thereby nullifying the statutory requirements that all published 
tariff rates shall be strictly observed, and that no common carrier shall refund 
or remit in any manner, or by any device, any portion of the charges collected 
under the regular applicable tariffs. 

10. The arrangement, whereby the shipper-owner directly, and through its 
wholly owned subsidiaries, paid the regular tariff rates to the defendant com- 
mon carrier for the interstate transportation of gasoline and petroleum products 
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and the shipper-owner later received refunds and rebates from the defendant 
common Carrier, enabled the defendant shipper-owner to obtain and enjoy a 
discriminatory advantage over other shippers of gasoline and petroleum products. 
These rebates have been substantial and have seriously impaired the ability of 
others to compete with the defendant shipper-owner in the markets served by 
the pipeline. For example, on shipments of gasoline from Borger, Texas, to 
principal terminal points at Kansas City, Kansas, and East St. Louis, Illinois, 
the rebates are the differences between costs of pipeline operation enjored by 
the stockholding shipper-owner and the corresponding tariff rates, and amount 
to 1.4 cents, and 1.3 cents, respectively, per gallon. These rebates or differential 
advantages are competitive handicaps against other than the stockholding ship- 
per-owner and represent approximately 25 percent of the refinery value of such 
gasoline. 

11. The verified annual report of the defendant common carrier filed with the 
Interstate Commerce Commission, as required by law, shows that the total 
transportation revenue received by it during 1939 was $8,131,642; and that 49.19 
percent thereof, or $4,000,000, was paid to the defendant shipper-owner as divi- 
dend-income, but such report does not disclose the exact amount of refunds, re- 
bates, and offsets received by defendant shipper-owner against anplicable charges 
on interstate shipments made by it directly, and through its wholly owned sub- 
sidiaries, and such amount is unknown to plaintiff. Plaintiff has no knowledge 
or information as to the amount of dividend-income paid by defendant common 
carrier to defendant shipper-owner during 1940. 

12. The basic data heretofore pleaded have been obtained from the verified 
annual reports filed by the Phillips Pipe Line Company with the Interstate Com- 
merce Commission, as required by law, covering its operations prior to 1940. 

18. During 1938 and 1939 defendant shipper-owner caused Ilana Company, 
a wholly owned subsidiary, to build approximately 320 miles of trunk pipe- 
line from East St. Louis, Illinois, to Indiana Harbor, Indiana, for the con- 
tinued movement of gasoline and petroleum products from the terminal of 
defendant common carrier at East St. Louis, Illinois. Prior to June 27, 1940, 
defendant shipper-owner took over the new pipeline from Ilana Company and 
operated it as its private plant facility. Effective June 27, 1940, defendant 
common carrier filed tariffs with the Interstate Commerce Commission cover- 
ing through movements of gasoline and petroleum products over its own lines 
in connection with the new line operated by the Phillips Petroleum Company. 
The combined pipeline systems are approximately 1,120 miles long and serve 
the State of Indiana in addition to the states named in paragraph 3 hereof. 

14. Effective July 1, 1940, the defendant shipper-owner took over the direct 
supervision and operation of the entire pipeline system of defendant common 
carrier, Phillips Pipe Line Company, and effective that date defendant shipper- 
owner filed with the Interstate Commerce Commission notice adopting and 
ratifying all tariffs, classifications, rules, notices, concurrences, traffic agree- 
ments, divisions, authorities, powers of attorney and all other instruments 
whatsoever previously filed or adopted by defendant common carrier, Phillips 
Pipe Line Company, prior to July 1, 1940, and since that date has been the 
principal shipper directly, and through its wholly owned subsidiaries, over the 
combined pipeline systems. The direct operation of the combined pipeline sys- 
tem by defendant shipper-owner in its own name is a mere substitute for 
the device hereinbefore described. This new device, merging the relationship 
of shipper and common carrier in the defendant shipper-owner, results in the 
continued receipt by defendant shipper-owner of refunds, rebates, offsets, con- 
cessions and discriminations from the transportation of its property directly, 
and through its wholly owned subsidiaries, in interstate commerce over its 
pipelines; as shipper it does and will receive, have and retain the differences 
between actual costs of operation and charges based on the published tariff rates 
for such transportation. Furthermore, the defendant shipper-owner, as com- 
mon carrier, is not strictly observing, and will not and cannot strictly observe, 
under its dual capacity. the published tariff rates applicable to shipments made 
directly, and through its wholly owned subsidiaries. The only costs of trans- 
portation to it, as shipper directly, and through its wholly owned subsidiaries, 
are now and will be the actual costs of operating its pipelines. These costs being 
substantially below revenues which would accrue from application of the pub- 
lished tariff rates to such shipments, the defendant shipper-owner now has and 
retains and will have and retain the difference between the revenue which 
would accrue on such shipments under the published tariffs and the costs of 
transportation. The effect of such method of operation is now, and will be, 
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to limit the tariff charges collected on the above described shipments of 
defendant shipper-owner to transportation costs, and thus to violate flagrantly 
the published tariff rates. The new method of operation now does, and will 
continue to, result in unjust discrimination against shippers, other than Phillips 
Petroleum Company, who are and will be required to pay the published tariff 
rates on their shipments over the pipelines operated by defendant shipper- 
owner, 

Wherefore plaintiff demands: 

(1) That this Court adjudge and decree that the dividends which were paid 
or credited to Phillips Petroleum Company by Phillips Pipe Line Company, in 
the manner herein described, constituted refunds, rebates, and offsets from the 
regular tariff charges applicable to the interstate transportation of gasoline and 
petroleum products by pipeline in violation of the Act to Regulate Commerce and 
the Elkins Act; 

(2) That defendant Phillips Petroleum Company be required to account for 
the refunds, rebates, and offsets received by it, and pay to plaintiff the authorized 
forfeiture of three times the total amount of money and value of other considera- 
tions found by the Court to have been illegally received by that defendant from 
Phillips Pipe Line Company as refunds, rebates, and offsets since January 1, 
1939 ; 

(3) That the defendant Phillips Pipe Line Company and the defendant Phillips 
Petroleum Company and their officers, agents, and servants be permanently en- 
joined from resorting to, or restoring, the device alleged herein to be illegal or 
any device of similar nature or effect ; 

(4) That this Court adjudge and decree that Phillips Petroleum Company in 
its dual capacity of common carrier and shipper is violating the Act to Regulate 
Commerce and the Elkins Act by receiving refunds, rebates, offsets, concessions, 
and discriminations and by failing strictly to observe its published tariffs on in- 
terstate shipments made directly, or through its wholly owned subsidiaries, of 
gasoline and petroleum products moving over its pipelines and that said defendant 
be permanently enjoined from continuing to operate in the dual capacity of 
common carrier and shipper over its pipelines in the manner herein described; 

(5) That this Court adjudge and decree that the amounts of money and value 
of other considerations received or absorbed by defendant shipper-owner, on 
shipments made directly by it or through its wholly owned subsidiaries, under the 
guise of earnings, credits or other benefits from its pipeline department since 
June 27, 1940, constitute refunds, rebates, and offsets from the regular tariff 
charges applicable to the interstate transportation of gasoline and petroleum 
products by pipeline in violation of the Act to Regulate Commerce and the Elkins 
Act; 

(6) That defendant Phillips Petroleum Company be required to account for 
the amounts of refunds, rebates, and offsets received by it from its pipeline de- 
partment since June 27, 1940, to the date of filing this action, and which may be 
received during the pendency of this action, and pay to plaintiff the authorized 
forfeiture of three times the total amount of money and value of other consid- 
erations found by the Court to have been illegaily received by it from its pipe- 
line department as refunds, rebates, and offsets ; 

(7) That defendant Phillips Petroleum Company and its officers, agents, and 
servants be permanently adjoined from granting or receiving, directly or in- 
directly, by or through any means or device whatsoever, any refunds, rebates, 
and offsets against, and any reductions from, regular tariff charges applicable 
to the interstate transportation of gasoline and petroleum products made by it 
directly, or through its wholly owned subsidiaries, over the pipeline system 
operated by it; 

(8) That defendant Phillips Petroleum Company be permanently enjoined 
from unjustly discriminating against other shippers over the pipeline system 
operated by it ; 
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(9) That plaintiff have such other and further relief as is just ; and 
(10) That plaintiff recover its costs herein. 
UNITED STATES OF AMERICA, 
CHARLES STEWART LYNCH, 
United States Attorney for the 
District of Delaware. 
THURMAN ARNOLD, 
Assistant Attorney General. 
Mac ASBILL, 
Special Assistant to the Attorney General. 
W. B. WATSON SNYDER, 
Special Assistant to the Attorney General. 
H. DouGLAS WEAVER, 
Special Attorney. 


IN THE DISTRICT COURT OF THE UNITED STATES FOR THE DISTRICT 
OF DELAWARE 


CIVIL ACTION NO. 183 


UNITED STATES OF AMERICA, PLAINTIFF UV. GREAT LAKES PIPE LINE COMPANY, 
DEFENDANT 


COMPLAINT 


(Violations of Act To Regulate Commerce, as Amended, and Elkins Act, as 
Amended ) 


(Filed September 30, 1940) 


The United States of America, by Charles Stewart Lynch, its attorney for the 
District of Delaware, acting under the direction of the Attorney General, brings 
this complaint against the above-named defendant and alleges: 

1. Defendant Great Lakes Pipe Line Company is a corporation organized and 
existing under the laws of the State of Delaware and has its legal domicile in the 
City of Wilmington, Delaware. Since 1930, defendant has been and is now a 
common carriers by pipeline engaged in the interstate transportation of property. 
including gasoline and petroleum products, under tariffs and concurrences in 
tariffs duly filed by it with the Interstate Commerce Commission, which tariffs 
prescribe reguiar charges for the transportation of such property. Defendant 
operates a system of approximately 2,100 miles of trunk pipeline for the trans- 
portation of gasoline and refined petroleum products directly from refineries 
located in Oklahoma and Kansas, and by connecting carriers from refineries 
located in those states and the State of Texas, to terminals located in Kansas, 
Iowa, Nebraska, Illinois, and Minnesota, serving a consuming area comprising 
13 states of the Middle West. At points in Kansas the defendant connects with 
the pipelines of Phillips Petroleum Company and in conjunction therewith 
transports gasoline and refined petroleum products under joint tariffs and 
concurrences in tariffs filed with the Interstate Commerce Commission. 

2. This action is brought under the authority of Section 3 of the Act of Con- 
gress known as the “Elkins Act,’ approved February 19, 1903, 32 Stat. 847, 848, 
U. S. C., Title 49, § 43, to enjoin the defendant from granting refunds, rebates, 
and offsets against regular tariff charges for the interstate transportation of 
property by pipeline from failing strictly to observe published tariff rates, and 
from unjustly discriminating against shippers, in violation of the provisions of 
the Act to Regulate Commerce, as amended, 24 Stat. 379, 380, 381, U. S. C., Title 
49, §§ 2 and 6 (7), and the “Elkins Act,” as amended, 34 Stat. 587-9, U. S. C., 
Title 49, $41. These Acts of Congress prohibit the granting by a common ¢car- 
rier, directly or indirectly, by or through any means or device whatsoever, of 
any sum of money or any other valuable consideration as a refund, rebate, or 
offset against regular charges paid for interstate transportation of property, 
as fixed by the tariffs filed with the Interstate Commerce Commission. 
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3. In July 1930 the defendant was organized to engage in the pipeline trans- 
portation business as aforesaid by certain oil companies, namely, Continental 
Oil Company (a corporation organized under the laws of the State of Delaware), 
Mid-Continent Petroleum Corporation (a corporation organized under the laws 
of the State of Delaware), Skelly Oil Company (a corporation organized under 
the laws of the State of Delaware), The Pure Oil Company (a corporation 
organized under the laws of the State of Ohio), Phillips Petroleum Company (a 
corporation organized under the laws of the State of Delaware), and Barnsdall 
Corporation (a corporation organized under the laws of the State of Delaware). 
Originally, the defendant issued 55,000 shares of no par capital stock to the 
above mentioned oil companies in different proportions, receiving therefor $100 
eash for each share. These oil companies continued to hold such stock, and 
late in 1932 the defendant issued to them 23,000 additional shares of no par 
common stock, receiving therefor $100 cash per share. In 1933 the defendant 
increased its outstanding capital stock to 115,591 shares, the new stock being 
issued to the above mentioned oil companies, and to additional oil companies, 
namely, The Texas Corporation (a corporation organized under the laws of the 
State of Delaware) and Sinclair Refining Company (a corporation organized 
under the laws of the State of Maine), receiving $100 cash for each of these 
additional shares. In 1934 the defendant increased its outstanding capita) 
stock to 137,223 no par shares and distributed such additional stock among its 
eight oil company stockholders receiving $100 cash for each additional share. 
During the above period of time, the defendant reacquired 16,515 shares of 
stock and resold these shares to its oil company stockholders. During 1937 
and 1938, the respective amounts of capital stock held by the eight oil company 
stockholders in the defendant varied as a result of sales and purchases of such 
stock among themselves. On August 16, 1938, Barnsdall Oil Company, successor 
to Barnsdall Corporation, disposed of its stockholdings in defendant, and at 
about the same time another oil company namely, Cities Service Oil Company (a 
corporation organized under the laws of the State of Delaware) acquired stock 
holdings in defendant. During the period from January 1939 to the date of 
filing this suit Continental Oil Company, Mid-Continent Petroleum Corporation, 
Skelly Oil Company, The Texas Corporation, The Pure Oil Company, Phillips 
Petroleum Company, Sinclair Refining Company, and Cities Service Oil Company 
were the sole stockholders in the defendant corporation. 

4. The stockholding shipper-owner oil companies of defendant have been at 
ail times shippers over the defendant pipeline. Moreover, some of the stockhold- 
ing shipper-owners of defendant wholly own and control certain subsidiaries 
which ship gasoline and refined petroleum products over the defendant pipeline 
and pay regular tariff charges for the transportation. These wholly owned and 
controlled subsidiaries are the alter ego of the stockholding shipper-owners of the 
defendant pipeline and the making of shipments over, and the payment of 
charges to, the defendant pipeline by these subsidiaries are in truth and in fact 
the acts of the stockholding shipper-owners. 

5. Since 1930, the nine oil company stockholders in the defendant corporation 
directly, and through their wholly owned subsidiaries, have been the sole shippers 
of gasoline and refined petroleum-products over the pipeline system operated by 
the defendant. During the above period of time the following executive officers 
of these stockholding shipper-owners were officers and directors of the defendant 
corporation : 


eR ES aa _... President and director, defendant, 
1931 to date. 
President and director, Continental 
Oil Co., 1931 to date. 
Member, executive committee, Conti- 
nental Oil Co., 1931 to date. 


James J. Cosgrove________-_--_--.. General counsel, defendant, 1931 to 
date. 

Vice president, defendant, 1982 to 
date. 


Director, defendant, 1935 to date. 
Secretary and general counsel, Conti- 
nental Oil Co., 1982 to date. 
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BE. B. Reese? Le eA. Director and chairman of board, de- 
fendant, 1931 to 1988. 

President, director and member of ex- 
ecutive committee, Barnsdall Cor- 
poration (since March 17, 1936 
known as Barnsdall Oil Co.) , 1931 to 
1938. 

FECOD TIAN CO inc oe pananccccabian Director, defendant, 19381 to date, 
president and director, MidConti- 
nental Petroleum Corp., 1931 to date. 

WG. Gholi. cased ss Director, defendant, 1931 to date. 
President, director, and member of 
executive committee, Skelly Oil Co., 
1931 to date. 


0) TBs WOON AL ttidinict sede eae Director, defendant, 1931 to date. 
Vice president, The Pure Oil Co., 
1931. 


Vice president and director, The Pure 
Oil Co., 1932 to date. 

TT. S. Lamont..___-__-_.___._-_______ Director, defendant, 1931 to 1935. Di- 
rector, Continental Oil Co., 1981. 
Director and member of executive 
committee, Continental Oil Co., 19382 
to 1935. 

Clyde Alexander .......... ...... Director, defendant, 1931 to 1933. 
Vice president, director and general 
manager, Phillips Petroleum Co., 
1931 to 19382. 

Vice president and general manager, 
Phillips Petroleum Co., 1933. 

C. R. Musgrave..__--- _....-..--. Director, defendant, 1934 to date. 
Vice president, Phillips Petroleum 
Co., 1934 to date. 

Bly Wr: NE cin cin mateniban ne hbtise . Director, defendant 1983 to date. 
President and director, Sinclair Re- 
fining Co., 1983 to date. 

PW oc Bhs aie RE ca percent: hichicnntebndet Director, defendant, 1933 to date. 
President, director, and member of 
executive committee, The Texas 
Corp., 1933 to date. 


iil’ is NG Riss iciieashal bipee exces _..... Director, defendant, 1931. Vice presi- 
dent and treasurer, Barnsdall Corp., 
1931. 

George D. Locke________________. Director, defendant, 1932. Director, 
SJarnsdall Corp., 1932. 

Herbert R. Straight-_______~_- Director, defendant, 1989 to date. 


President, director, and general 
manager, Cities Service Oil Co., 1939 
to date. 

6. The closely interwoven relationships and dealings between the defendant 
common carrier and each of its shipper-owners, the managerial control of the 
common carrier by its shipper-owners, and the exclusive use of the facilities 
of the defendant common carrier by its few shipper-owners directly, and through 
their wholly owned subsidiaries, has resulted in the defendant common carrier 
granting to its shipper-owners refunds, rebates, and offsets against the regular 
tariff charges paid by the shipper-owners directly, and through their wholly 
owned subsidiaries, to the defendant for the interstate transportation of gaso- 
line and petroleum products, as fixed by the schedule of rates provided for in 
the tariffs filed with the Interstate Commerce Commission. The result was 
accomplished in the manner hereinafter described. 

7. Since March 1, 1931, the following shipper-owners of the defendant common 
carrier directly, and through their wholly owned subsidiaries, have delivered 
gasoline and petroleum products to the defendant’s pipeline system at one or more 
of the indicated points, and at other points unknown to plaintiff, along the de- 
fendant’s pipeline for interstate transportation : 

Continental Oil Co., Ponca City, Okla. ; 
Mid-Continent Petroleum Corp., West Tulsa, Okla. ; 
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Skelly Oil Co., Lyman, Okla., and El Dorado, Kans. ; 

The Texas Corp., West Tulsa, Okla. ; 

The Pure Oil Co., Muskogee, Okla. : 

Phillips Petroleum Co., Okmulgee and Lep, Okla., and Ramsey, Paola, and 

Kansas City, Kans. ; 

Sinclair Refining Co., Sand Springs, Okla., and Coffeyville, Kans. ; 

Barnsdall Corp., Barnsdall Station and Barnsdall, Okla. ; 

Cities Service Oil Co., Ponca City, Okla. ; 
and such property has been transported by the defendant common carrier in 
interstate commerce from such points of delivery in the States of Oklahoma and 
Kansas to and through the States of Oklahoma, Kansas, Missouri, Nebraska, 
Iowa, Illinois, and Minnesota and in connection with other common carriers to 
points in those and other states. The defendant transported in interstate com- 
merce for its shipper-owners directly, and through their wholly owned subsidi- 
aries, the following quantities of gasoline and petroleum products, upon which 
the following tariff charges were paid to the defendant for such transportation: 


Quantities Tariff Quantities Tariff 
Year transported charges Year transported charges 
(barrels) paid (barrels) paid 
1931 4,419, 191 $2, 634, OOS. 01 1937 18, 435, 209 $10, 305, 112. 00 
1932 6, 922, O85 | 4, 550, 794. oF 1938 18, 872, 605 11, 123, 991.00 
1933 12, 090, 051 7, 058, 534. 98 L939 17, 912, 159 10, Sl $43. 00 
1934 . 14, 245, 390 &, 378, LIS. OS _ 
1935 15, 137, 478 9, 056, 924. 00 Total | 123, 776, 245 73, 238, 949. 02 
1936 15,742,077 | 9, 315, 113. 0¢ 
| 


The above charges were based on the regular tariff rates filed with the Inter- 
state Commerce Commission for the transportation of such property. 

8. During the period 1932 to 1939, both inclusive, the defendant common car- 
rier has paid to its stockholding shipper-owners, and the latter have knowingly 
received and accepted sums of money which were refunds, rebates, and offsets 
from the regular tariff charges for the transportation of such property, as fixed 
by the schedules of rates contained in the applicable tariffs filed with the Inter 
state Commerce Commission, the total of such refunds, rebates, and offsets 
being $34,877,138.50. These refunds, rebates, and offsets were passed on by the 
defendant common carrier to its stockholding shipper-owners under the guise of 
dividends, the ownership of stock by each of the shipper-owners of defendant 
being the means and device which resulted in the payment to, and the receipt 
by, the stockholding shipper-owners of the refunds, rebates, and offsets. During 
each of the years 1932 to 1939, both inclusive, the relationship of such refunds 
and rebates to the transportation revenues received by the defendant common 
earrier from its shipper-owners directly, and through their wholly owned sub- 
sidiaries, is set forth in the following tabulation: 






Year Transportation Dividends Ratio Year Transportation Dividen Ratio 
revenues percent revenues percent 
1932_. $4, 550, 794.96 | $2, 295, 000. 00 50. 43 1937 $10, 305, 112.00 | $5, 031, 967. 00 {8.83 
1933 7, O58, 534. 98 3. 717. 466. 00 52. 67 1938 11, 123, 991. 00 72, 280. 00 $8, 29 
1934 8, 378, 118. OS 3, 055. 771. 50 36. 47 1939 10, 816, 343. 00 5 , 186. 00 $9. 53 
1935 9, 056, 924. 00 5, 488, 920. 00 60. 60 
1936 9, 315, 113. 00 4, 558. 548. 00 48. 94 Total__| 70, 604, 931.02 | 34,877, 138. 50 | 19. 47 


9%. During the above described period of time, the stockholding shipper-owners 
have received refunds, rebates and offsets from the common carrier pipeline 
company under the guise of dividends which were excessive and unconscionable 
returns upon the capital stock of the defendant. Over a period of the last nine 
years, the defendant has paid to its stockholding shippers-owners $34,877,138.50 
as dividends on capital stock having an average annual stated value of $11,219,- 
753.33 on the books of account of the defendant. These dividend payments ex- 
ceeded 34% average annual rate of return on the paid-in price of the capital stock 
held by the shipper-owners, even during the depression years. The ratio of such 
dividends to the paid-in price of the capital stock outstanding in each of the 
years 1931 to 1939, both inclusive, is as follows: 
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| | 


Year Issued capital Dividends | Ratio | Year | Issued capital Dividends 
toc p 


1} } Ratio 
k | 4 ercent) | stock } (perce nt) 
| 














1931... $5, 500, 000. 00 1937 22, 300.00 | $5,031, 967.00 | 36. 670 
1932 5, 658, 333. 33 | $2, 295, 000. 00 40. 560 1Y3R 2 300. 00 5 39. 150 
1933 8, 574, 216. 67 3, 717, 466. 00 $2. 464 1939 , 300. 00 39. 040 
1934 2. 633, 733. 00 3, 055, 771. 50 24. 187 — - - 
1O35 l 722, 300. 00 5, 488, 920. 00 40. 000 Aver- 

6 13. 722, 300. 00 4, 568, 548. 00 33. 219 ize 11, 219, 753. 33 3, 875, 237. 61 34. 54 


10. The ownership and operation of the defendant common carrier has resulted 
in the interstate transportation of the property of the shipper-owners, and that 
property shipped by their wholly owned subsidiaries which was in truth and in 
fact the property of the shipper-owners, at net charges which were far less than 
those required by the regular tariff rates filed with the Interstate Commerce 
Commission, thereby nullifying the statutory requirements that all published 
tariff rates shall be strictly observed, and that no common carrier shall refund 
or remit in any manner, or by any device, any portion of the charges collected 
under the regular applicable tariffs. 

11. The arrangement, whereby the shipper-owners directly, and through their 
wholly owned subsidiaries, paid the regular tariff rates to the defendant common 
earrier for the interstate transportation of gasoline and petroleum products and 
the shipper-owners later received refunds and rebates from the defendant, 
enabled tie defendant’s shipper-owners to obtain and enjoy a discriminatory 
advantage over other shippers of gasoline and petroleum products. These rebates 
have been substantial and have seriously impaired the ability of others to compete 
with the shipper-owners in the markets served by the pipeline. For example, 
on shipments of gasoline from Tulsa, Oklahoma, to principal terminal points at 
Kansas City, Kansas; Des Moines, Iowa; Omaha, Nebraska; Chicago, Illinois: 
and Minneapolis, Minnesota, the rebates are the differences between costs of 
pipeline operation enjoyed by the stockholding shipper-owners and the corre- 
sponding tariff rates, and amount to 1.4 cents, 1.6 cents, 1.45 cents, 1.3 cents. 
and 1.75 cents, respectively, per gallon. These rebates or differential advantages 
are competitive handicaps against other than stockholding shipper-owners and 
represent approximately 30 percent of the refinery value of such gasoline. 

12. The basic data heretofore pleaded have been obtained from the verified 
annual reports filed by the defendant with the Interstate Commerce Commission, 
as required by law, covering its operations prior to 1940. The above-described 
re'ationships and dealings between the defendant and its shipper-owners directly, 
and through their wholly owned subsidiaries, are still in force and effeet, and 
unless enjoined by this Court the defendant will continue to violate the Acts of 
Congress in the manner heretofore described. 

Wherefore plaintiff demands: 

(1) That this Court adjudge and decree that the dividends which have been 
paid or credited to its stockholding-shippers by defendant, in the manner herein 
described, constitute refunds, rebates, offsets, concessions and discriminations 
from the regular tariff charges applicable to the interstate transportation of gaso- 
line and petroleum products by pipeline, resulting in the failure of the defendant 
strictly tou observe its published tariffs, in violation of the Act to Regulate Com- 
merce as amended and the Elkins Act as amended; 

(2) That defendant, its officers, agents . ~d servants be permanently enjoined 
from paving, directly or indirectly, by or through dividends or any other means 
or device whatsoever, to Continental Oil Company, Mid-Continent Petroleum 
Corporation, Skelly Oil Company, The Texas Corporation, The Pure Oil Com- 
pany, Phillips Petroleum Company, Sinclair Refining Company, Cities Service 
Oil Company, or to any other shipper-owner, any sums of money or other valuable 
considerations which are refunds, rebates or offsets against regular tariff charges 
applicable to interstate shipments of gasoline and petroleum products moving 
over the pipelines of the defendant; 

(3) That defendant be permanently enjoined from unjustly discriminating 
against shippers of gasoline and petroleum products over its pipeline system; 
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(4) That plaintiff have such other and further relief as is just ; and 
(5) That plaintiff recover its costs herein. 
UNITED STATES OF AMERICA, 
CHARLES STEWART LYNCH, 
United States Attorney for the District of Delaware. 
THURMAN ARNOLD, 
Assistant Attorney General. 
Mac ASBILL, 
Special Assistant to the Attorney General. 
W. B. WATSON SNYDER, 
Special Assistant to the Attorney General. 
H. DouGLAs WEAVER, 
Special Attorney. 


IN THE DISTRICT COURT OF THE UNITED STATES FOR THE 
NORTHERN DISTRICT OF INDIANA, HAMMOND DIVISION 


CIVIL ACTION NO. 201 


UnitTep STATES OF AMERICA, PLAINTIFF, v. STANDARD Ort COMPANY (INDIANA), 
DEFENDANT 


COMPLAINT 
(Violation of Elkins Act, as amended ) 
(Filed September 30, 1940) 


The United States of America, by James R. Fleming, its attorney for the North- 
ern District of Indiana, acting under the direction of the Attorney General, brings 
this complaint against the above-named defendant and alleges: 

1. Defendant Standard Oil Company (Indiana) is a corporation organized and 
existing under the laws of the State of Indiana and has its principal office in the 
city of Whiting, Indiana. 

2. This action is brought to collect the forfeiture authorized by the “Elkins Act,” 
as amended. 34 Stat. 587-9, U. S. C., Title 49, § 41, and to enjoin the continued 
receiving of rebates and offsets by defendant in violation of law. Said Act pro- 
hibits the receipt from a common carrier, directly or indirectly, by or through 
any means or device whatsoever, of any sum of money or any other valuable 
consideration as a rebate or offset against regular charges for interstate trans- 
portation of property, as fixed by the tariffs filed with the Interstate Commerce 
Commission, and prescribes a forfeiture to the United States of a sum of money 
three times the total amount of money and the total value of consideration so 
received. 

3. Stanolind Pipel Line Company, a corporation organized under the laws of 
the State of Maine, has been and is a common carrier by pipeline engaged in the 
interstate transportation of property, including crude petroleum, under tariffs and 
concurrences in tariffs duly filed by it with the Interstate Commerce Commission, 
which tariffs prescribed regular charges for the transportation of such property. 
This company operates a system of approximately 7,300 miles of pipeline for the 
interstate transportation of crude oil from Mid-continent and Rocky Mountain 
producing oil fields to refineries located in the Middle West. At all times defend- 
ant and its subsidiaries have been shippers over the pipeline system. 

4, Since October 7th, 1930, defendant has owned 100% of the stock of Stano- 
lind Pipe Line Company, and executive officers and directors of defendant have 
been officers and directors of Stanolind Pipe Line Company as listed below: 


Re COT sitin edn ttt President and director, defendant, 
1930 to date. 
Director, Stanolind Pipe Line Co., 1930 
to date. 
Vice president, Stanolind Pipe Line 
Co., 1936 to date. 
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hi Wi POAC ns tncinnaisicivipioniions Vice president and director, defendant, 
1930 to date. 
Director, Stanolind Pipe Line Co., 1930 
to date. 
Chairman of board, Stanolind Pipe 
Line Co., 1935 to date. 
his Ec GR RBN  ncaindiackiensemcial Director, defendant, 1931 to date. 
Director, Stanolind Pipe Line Co., 1931 
to date. 
Chi Bs Fa ice cectisainethcntitiied Director, defendant, 1930 to date. 
Treasurer, defendant, 1930 to 1988. 
Vice president, defendant, 1930 to 
1934. 
Executive vice president, defendant, 
1935 to 1938. 
Vice president, defendant, 1939 to date. 
Director, Stanolind Pipe Line Co., 1930 
to date. 
Assistant secretary-treasurer, Stano- 
lind Pipe Line Co., 1936 to 1938. 
Assistant treasurer, Stanolind Pipe 
Line Co., 1939 to date. 
We eh cae ni wbedictcaaaae Vice president and director, defendant, 
1930 to 1938. 
Director, Stanolind Pipe Line Co., 1930 
to 1938. 
Dr Bey ON op ccrace en aicieeee Vice president and director, defendant, 
1930 to 1937. 
Director, Stanolind Pipe Line Co., 1930 
to 1937. 
ee LO I asia Aihara Decmemat eee Director, defendant, 1939 to date. 
Director, Stanolind Pipe Line Co., 1939 
to date. 
WO NN ons cikcimidbaccmmmiterds Vice president and director, defendant, 
1938 to date. 
Director, Stanolind Pipe Line Com- 
pany, 1938 to date. 


5. The closely interwoven corporate relationship between the common carrier 
and its shipper-owner, the shipper-owner’s managerial control of the common 
earrier, and the almost exclusive use of the facilities of the common carrier by 
its shipper-owner and subsidiaries has resulted in the defendant receiving from 
the common carrier pipeline company rebates and offsets against the regular 
tariff charges for transportation of crude oil, as fixed by the schedules of rates 
provided for in the tariffs filed with the Interstate Commerce Commission. The 
result was accomplished in the manner hereinafter described. 

6. Since 1930 defendant directly, and through the medium of its subsidiaries, 
has delivered crude oil for interstate transportation to the Stanolind Pipe Line 
Company at receiving points in Texas, Oklahoma, Kansas, and Wyoming, and 
to other common carrier pipelines which were parties to joint interstate tariffs 
with Stanolind Pipe Line Company. Such property has been transported by 
Stanolind Pipe Line Company in interstate commerce to and through the States 
of Texas, Oklahoma, Kansas, Wyoming, Nebraska, Missouri, Iowa, Illinois, and 
Indiana, and in connection with other carriers to points in those and other 
states. Stanolind Pipe Line Company transported in interstate commerce, pri- 
marily for defendant, approximately the following quantities of crude oil, upon 
which the indicated tariff charges were paid to the common carrier for such 
transportation ; 


Quantities | Tariff | Quantities | Tariff 

Year transported | charges i] Year transported charges 

| (barrels) paid | (barrels) | paid 
1931_._. 41,972,080 | $24, 186,879.19 || 1987__- 57, 834, 587 | $21, 662, 238. 00 
1932. . | 45, 216, 408 23, 725, 181.40 || 1938__- | 61, 902,954 | 18, 201, 545. 00 
1933__. | 15, 205, 871 25, 594, 114.32 || 1989___ 62, 766,763 | 17, 745, 085. 00 
1934__. 40, 386, 380 19, 287, 657. 24 || — ee 
1935... 41, 945, 603 18, 662, 659. 54 || Total 3 448, 747, 041 190, 968, 969. 69 


ee 51, 516,395 | 21, 903, 610. 00 || | 
- | 
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7. Since 1930 defendant directly, and through the medium of its subsidiaries, 
has paid to Stanolind Pipe Line Company, and to pipelines which were parties 
to joint interstate tariffs with it, for the interstate transportation of the above 
described property, charges based on the regular tariff rates filed with the 
Interstate Commerce Commission. The defendant has thereafter knowingly 
received and accepted from Stanolind Pipe Line Company sums of money which 
were rebates and offsets from the regular tariff charges for the transportation 
of such property, as fixed by the schedules of rates contained in the applicable 
tariffs filed with the Interstate Commerce Commission. These rebates and 
offsets were passed on to the defendant under the guise of dividends, the owner 
ship of stock by defendant in Stanolind Pipe Line Company being the means 
and device which resulted in the payment to, and the receipt by, the defendant 
of the rebates and offsets. During each of the years 1931 to 19309, both inclu 
sive, the relationship between dividends paid and the transportation revenues 
received by Stanolind Pipe Line Company is set forth in the following tabu- 
lation : 


Year rransportation! Dividends Ratio Year /Transportatior Divider 
revenues percent revenues 
193 $24. 186, 879. 19 46). 45 1937 $21, 662, 238. 00 $9, 085, 303 41. 94 
1932 23, 725, 181. 40 3. 27 1938 18, 201, 545. 00 , 476, 458 1. 08 
193 25, 594, 114. 32 {2.7 1939 17, 745, 085. 00 6, 459, 412 10 
1934 19, 287, 657. 24 42. 23 
1935 18, 662, 659. 54 94. 91 Total 190, 968, 969. 69 1, 653, 43 ts. 00 
1936__. 21, 903, 610. 00 45. 52 





S. For many years, the defendant has received rebates and offsets from the 
pipeline company under the guise of dividends which were excessive and abnor 
mal returns upon capital stock of the pipeline company. Over a period of the 
last nine years, the defendant has received from the common carrier approxi- 
mately $91,653,489 as dividends on $28,084,400 par value of capital stock rhis 
dividend-income has been in excess of a 36% return per year on such capital 
stock, even during the depression years. The ratio of such dividends to the par 
value of capital stock outstanding in each of the years 1931 to 1939, both inclu- 
sive, is as follows: 


Par value Ratio Par value Ratio 
Year of capitol Dividends per- Year of capital Dividends per- 
stock issued cent stock issued cent 





1931 $28, 084, 400 00 | 40. 00 1937 $28, O84, 400 | $9, O85, 303. 00 32. 35 

1932__. 28, O84, 400 00 } 45. 00 1938 28, 084, 400 5, 476, 458. 00 19. 50 

1933 2s, 084, 400 ). OO 39. 00 1080. .... 28, 084, 400 | 6, 459, 412. 00 23. 00 

AAS 28, 084, 400 00 | 29.00 - - -- 

1935... 28, 084, 400 | 17, 693,172.00 | 63.00 Total ' 91, 653, 439. 00 as 

1936_.. | 28, 084, 400 9, 969, 962. 00 | 35. 50 Average. | 28, 084, 400 | 10, 183,715. 44 36. 26 
| | | | 


9. The ownership and operation of the pipeline company has resulted in the 
transportation of the property of the defendant at net charges which were far 
less than the effective tariff rates filed with the Interstate Commerce Commission. 
The arrangement, whereby defendant paid the regular tariff rates to the pipeline 
company and later received refunds from it, enabled the defendant to obtain 
and enjoy a discriminatory advantage over other shippers of crude petroleum 
and its products. 

10. The verified annual report of the pipeline company filed with the Interstate 
Commerce Commission, as required by law, shows that the total transportation 
revenue received by the pipeline company during 1939 was $17,745.085; and that 
36.4% thereof, or $6,460,000, was paid to the defendant as dividend-income, but 
such report does not disclose the exact amount of rebates and offsets applicable 
to charges on defendant's interstate shipments, which were received by defendant 
and such amount is unknown to plaintiff. Plaintiff has no knowledge or infor- 
mation as to the amount of dividend-income received by defendant during 1940. 
An accounting is necessary to determine the amount of rebates and offsets 
received by the defendant from charges paid on its interstate shipments for the 
years 1939 and 1940. 
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11. The basic data heretofore pleaded have been obtained from the verified 
annual reports filed by the Standolind Pipe Line Company with the Interstate 
Commerce Commission, as required by law, covering its operaitons prior to 1940. 
The above-described relationship and dealings between defendant and the Stan- 
ylind Pipe Line Company are still in force and effect, and unless enjoined by this 
Court the defendant will continue to violate the Act of Congress in the manner 
heretofore described. 

Wherefore plaintiff demands: 

(1) That this Court adjudge and decree that the dividends which have been 
received by defendant from, or credited to defendant by, the Stanolind Pipe Line 
Company, in the manner herein described, constitute rebates and offsets from the 
reguiar tariff charges applicable to the interstate transportation of crude petro- 
leum by pipeline in violation of the Elkins Act; 

(2) That defendant be required to account for the rebates and offsets received 
by it, and pay to plaintiff the authorized forfeiture of three times the total amount 
of money and value of other considerations found by the Court to have been 
illegally received by defendant from Stanolind Pipe Line Company as rebates and 
offsets since January 1, 1939; 

(3) That defendant, its officers, agents, and servants be permanently enjoined 
from receiving from Stanolind Pipe Line Company, directly or indirectly, 
through dividends or by any other device whatever, sums of money or other 
valuable considerations which are rebates and offsets from the regular tariff 
charges applicable to the interstate transportation of crude petroleum by 
pipeline ; 

(4) That plaintiff have such other and further relief as is just; and 

(5) That plaintiff recover its cost herein. 

UNITED STATES OF AMERICA, 
JAMES R. FLEMING, 
United States Attorney for the 
Northern District of Indiana. 
THURMAN ARNOLD, 
Assistant Attorney General. 
Mac ASBILL, 
Special Assistant to the Attorney General. 
W. B. WATSON SNYDER, 
Special Assistant to the Attorney General. 
H. DoueLas WEAVER, 
Special Attorney. 


IN THE DISTRICT COURT OF THE UNITED STATES FOR THE DISTRICT 
OF DELAWARE 


CIVIL ACTION NO. 182 


Unitrep STATES OF AMERICA, PLAINTIFF, 1. PHILLIPS PETROLEUM COMPANY, AND 
PHILLIPS Pree LINE COMPANY, DEFENDANTS 


EXPEDITING CERTIFICATE OF THE ATTORNEY GENERAL OF THE UNITED STATES 


To the Clerk of said Court: 

I, Robert H. Jackson, Attorney General of the United States, hereby certify 
that the above entitled civil action filed in this Court on September 30, 1940, is a 
proceeding of an equitable nature brought by the United States against Phillips 
Petroleum Company and Phillips Pipe Line Company under the Act of Congress 
entitled “An Act to further regulate commerce with foreign nations and among 
the States”, approved February 19, 1903 (32 Stat. 847), and that in my opinion 
this action is a case of general public importance. 

I therefore request that, complying with the provisions of the Act of Congress 
entitled “An Act to expedite the hearing and determination of suits in equity 
pending or hereafter brought under... ‘An Act to regulate commerce,’ ap- 
proved February fourth, eighteen hundred and eighty-seven, or any other Acts 
having a like purpose that may be hereafter enacted,” approved February 11, 
1903, as amended by the Act of Congress approved June 25, 1910, and the Act 
of March 3, 1911 (U. S. C., Title 49, See. 44), you file this certificate among the 
records of the above entitled action, and immediately furnish a copy thereof to 
ach of the Circuit Judges of the Third Circuit, to the end that this proceeding 
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shall be given precedence over others and in every way expedited, and be as- 
signed for hearing at the earliest practicable day before not less than three of 
the Circuit Judges of said Circuit or such Circuit and District Judges in the 
Third Circuit as may be designated, as provided in said Act of February 11, 1903, 
as amended. 
RogperT H. JACKSON, 
Attorney General. 
WASHINGTON, D. C., September 30, 1940. 





AMERICAN PETROLEUM INSTITUTE, 
New York, N. Y., December 23, 1941. 


ADMINISTRATIVE 
DEPARTMENT OF JUSTICE ANNOUNCES SETTLEMENT OF PIPELINE SUIT 


The suit brought by the Department of Justice against the Phillips Petroleum 
Co., Phillips Pipe Line Co., Great Lakes Pipe Line Co., and the Standard Oil 
Company of Indiana, alleging violation of the rebate provisions of the Interstate 
Commerce Act and the Elkins Act, was settled today by the simultaneous filing 
of a new complaint and entry of a final judgment in the district court here 
against 20 major oil companies and 52 pipeline companies. 

Under the terms of the final judgment the defendants agree to: 

1. Limitations on dividends of 7 percent on the ICC valuation of the 
pipeline properties. 
2. Excess earnings (over the 7 percent return) are to go into a special 
surplus account for construction, working capital, etc. 
3. These excess earnings are not, when used for construction, to be in- 
cluded in the ICC valuation which is the basis for the 7 percent return. 
Copies of the press release of the Department of Justice is attached. 


M. C. MALLON. 
DEPARTMENT OF JUSTICE ANNOUNCES SETTLEMENT OF PIPELINE SUIT 


The Department of Justice today announced the filing of a complaint and the 
entry of a final judgment in the United States District Court for the District 
of Columbia against 20 major oil companies and 52 common carriers by pipe- 
line and 7 companies which are subsidiaries or affiliates of the major oil com- 
panies on charges of violating the rebate provisions of the Interstate Commerce 
Act and the Elkins Act. 

Named as defendants were: The Atlantic Refining Company; Cities Service 
Company; Consolidated Oil Corporation; Continental Oil Company; Gulf Oil 
Corporation; Humble Oil & Refining Company; Mid-Continent Petroleum Cor- 
poration; Phillips Petroleum Company; Pure Oil Company; Shell Union Oil 
Corporation; Skelly Oil Company; Socony-Vacuum Oil Company, Incorporated ; 
Standard Oil Company (Indiana); Standard Oil Company (Kentucky) ; Stand- 
ard Oil Company (New Jersey); The Standard Oil Company (Ohio); Sun Oil 
Company; The Texas Company; The Texas Corporation; Tide Water Asso- 
ciated Oil Company; Ajax Pipe Line Corporation; Arkansas Fuel Oil Company: 
Arkansas Natural Gas Corporation; Arkansas Pipeline Corporation; Atlantic 
Pipe Line Company; Buffalo Pipe Line Corporation; Carter Oil Company; Cities 
Service Oil Company ( Del.) ; Continental Pipe Line Company; Detroit Southern 
Pipe Line Company; Empire Gas & Fuel Company; Empire Pipeline Company ; 
Great Lakes Pipe Line Company; Gulf Refining Company; Humble Pipe Line 
Company; International Pipe Line Company; Kaw Pipe Line Company; Key- 
stone Pipe Line Company; Lawrence Pipe Line Company; Magnolia Petroleum 
Company; Magnolia Pipe Line Company; Magnolia Pipe Line Company of 
Illinois; Middlesex Pipe Line Company; Oklahoma Pipe Line Company; Pan 
American Petroleum & Transport Company; Pan American Pipe Line Company: 
Phillips Pipe Line Company; Plantation Pipe Line Company; Portland Pipe 
Line Company; Pure Oil Pipe Line Company (Penna.); Pure Transportation 
Company; Shell Pipe Line Corporation; Sinclair Refining Company; Sohio 
Pipe Line Company; Southeastern Pipe Line Company; Standard Oil Company 
of Louisiana; Standard Oil Company of New Jersey; Standish Pipe Line Com- 
pany; Stanolind Pipe Line Company; The Sun Oil Line Company; Sun Oil Line 
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Company of Michigan; Sun Pipe Line Company; Sun Pipe Line Company of 
Illinois; Sun Pipe Line, Inc.; Sun Transportation Company; Susquehanna Pipe 
Line Company ; The Texas-Empire Pipe Line Company; the Texas-Empire Pipe 
Line Company of Texas; Texas-New Mexico Pipe Line Company; The Texas 
Pipe Line Company; The Tide-Water Pipe Company, Limited; Tidal Pipe Line 
Company ; Toledo Northern Pipe Line Company ; Transit and Storage Company ; 
Tuscarora Oil Company, Limited; United States Pipe Line Company; Utah 
Oil Refining Company; Wabash Pipe Line Company; and White Eagle Pipe Line 
Company, Inc. 

The Department’s action was brought to: 

(1) Enjoin common carriers by pipeline from granting refunds and rebates 
against regular tariff charges for the interstate transportation by pipeline of 
crude oil and petroleum products, and from adopting and utilizing any scheme 
or device which results in their failure strictly to observe published tariff rates ; 
and 

(2) Enjoin the pipeline shipper-owners from receiving refunds and rebates 
against, and any reductions from, regular tariff charges for the interstate trans- 
portation of their property. 

The complaint alleges that the common-carrier pipelines have paid to their 
stockholding shipper-owners refunds and rebates under the guise of “dividends” 
upon holdings of capital stock in the pipeline companies. The Department also 
contends that these refunds and rebates have often amounted to exorbitant 
returns upon the capital stock in the common-carrier pipelines, that the defendant 
shipper-owners have obtained and enjoyed a discriminatory advantage over other 
shippers of crude oil and petroleum products, and that the ability of other 
shippers to compete with the stockholding shipper-owners in the market served 
by the common-carrier pipelines has been seriously impaired. 

The defendants severally filed their answers to the complaint and denied all 
the substantive charges. 

Under the terms of the final judgment, to which all defendants agree: 

1. No defendant common carrier may pay, directly or indirectly, to any 
shipper-owner in any calendar year (commencing January 1, 1942) any earnings 
derived from transportation or other common-carrier service which, in the aggre- 
zate, are in excess of its 7-percent share of the Interstate Commerce Commis- 
sion’s valuation of the common-carrier’s property, if the common carrier has 
transported any commodities for such shipper-owner during calendar year. 

2. No shipper-owner may receive, directly or indirectly through any device 
whatsoever, any payment in excess of the 7 percent which the carrier-pipeline 
may legally pay. 

3. Net earnings of the common-carrier pipelines in excess of the 7 percent per-- 
mitted to be paid to their stockholders shall be transferred to a special surplus 
account and used only for the extension of existing, or construction or acquisition 
of, common-carrier facilities, for normal and reasonable working capital require- 
ments, or for the retirement of any outstanding debt originally incurred for the 
purpose of, and the proceeds of which were expended in, construction or acquisi- 
tion of common-carrier property. 

4. Any excess funds withdrawn from the special surplus account and used for 
new pipeline construction or the extension of old lines may not be included in 
valuation of common-carrier properties upon which the 7-percent rate is per- 
mitted. 

5. The United States may recover, in this action, from any recipient three times 
the amount of any sums received in violation of this judgment. 

6. Annual reports, containing information which will permit the Government 
to ascertain whether the judgment is being obeyed, shall be made by each com- 
mon-carrier pipeline to the Attorney General of the United States. 

At the same time, the Department of Justice agreed to dismiss suits for viola- 
tion of the Elkins Act brought on September 30, 1940, against the Phillips 
Petroleum Co., Phillips Pipe Line Co., and Great Lakes Pipe Line Co., in the 
United States District Court for the District of Delaware; and against the 
Standard Oil Company (Indiana), in the United States District Court for the 
Northern District of Indiana. Defendants in these cases are covered in the final 
judgment announced today. 


Mr. Hansen. Mr. Chairman, may I request that counsel read the 
following sentence to the letter in which he expressed an opinion, or 
may [have it and I will read it ? 
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Mr. Harkins. Mr. Chaffetz also stated to Mr. Burke: 


I personally do not agree with any of the foregoing, but I am setting it forth 
solely to give you the full picture. 


Mr. Hansen. In other words, Mr. Chaffetz disagreed with what the 
previous paragraph said in the other one. 

Mr. Harkins. That is exactly what the letter says. 

Mr. Hansen. Let us get the whole facts in, then. Let us not indi- 

cate only part of it as though that was a complete statement. 

Mr. Harkins. On one point, , Mr. Hansen, is the issue of the meaning 
of the term “latest final valuation” present in any case that is now 
pending. 

Mr. Hansen. Yes, sir. 

Mr. Harkins. In which case ? 

Mr. Hansen. It is partially in issue in one of the cases and very 
definitely in issue in other cases we have under investigation, and 
some of the cases that have not yet been filed may well turn on that 
interpretation. 

Mr. Harxrns. Is there any pleading that brings this directly 
issue ? 

Mr. Hansen. Yes, sir; I think so. 

Mr. Harkins. What case ? 

Mr. Kicore. The pro rata involves what constitutes latest final 
valuation. 

Mr. Harxens. At this point, Mr. Chairman, I will offer for the 
record the complaints in the four cases filed by the Antitrust Division 
on October 11, 1957. 

The Cuarrman. That will be accepted. 

(The information referred to is as follows :) 


[For immediate release, October 11, 1957] 
DEPARTMENT OF JUSTICE 


Attorney General Herbert Brownell, Jr., announced the filing today of four 
motions in connection with the enforcement of the so-called oil pipeline consent 
decree, which was entered in the District Court for the District of Columbia on 
December 23, 1941. 

That decree terminated a case (U. S. v. Atlantic Refining Company, et al.) 
filed by the Government against 53 common-carrier pipeline companies and their 
36 oil company shipper-owners charging violations of the Interstate Commerce 
Act and the Elkins Act by the giving and receiving of illegal dividends “under 
the guise of dividends and earnings.” The decree limited the amount of divi- 
dends which could be paid by the pipeline companies to their shipper-owners. 

In the first motion, against Arapahoe Pipe Line Co., of Brush, Colo., the Gov- 
ernment charges a violation of the judgment in that the defendant has failed 
to deduct from the valuation of its common-carrier property, before computing 
its shipper-owners’ permissible dividend, the share of the valuation of the com- 
pany’s carrier property financed by or attributable to loans in the amount of 
$26 million from third parties. 

The second motion directed against Service Pipe Line Co., Tulsa, Okla., and 
its shipper-owner Standard Oil Co. (Indiana), of Chicago, Ill., charges that 
Service has, in violation of the judgment, added to its valuation, on the basis 
of which it computed the shipper-owners’ permissible dividend, the pro rata 
value of additions and betterments and deducted the pro rata value of deprecia- 
tion and retirements occurring after the close of the next preceding year for 
which the report was made. 

The Government’s third motion, directed to Tidal Pipe Line Co., Tulsa, Okla., 
and its shipper-owner Tidewater Oil Co., San Francisco, Calif., charges a vio- 
lation of the judgment by Tidal crediting and paying to its shipper-owner divi- 
dends and sums of money totaling $20,776.30 by computing the shipper-owner’s 
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permissible dividend on the basis of the valuation of the common-carrier prop- 
erty owned or used for common-carrier purposes instead of property owned and 
used as required by the judgment. 

The fourth motion against Texas Pipe Line Co., of Houston, Tex., charges 
defendant with incorrectly reporting allowable dividends to its shipper-owner 
on the basis of valuation of property used by the carrier but not owned by it. 

Assistant Attorney General Victor R. Hansen, under whose direction the 
motions were filed, stated: 

“The filing of these motions is a significant step in the Antitrust Division’s 
program of enforcement of the antitrust laws in connection with the oil indus- 
try. The decree entered in this case had the same ultimate purpose as the 
Elkins Act itself, that is, it sought to prohibit the giving of any payment in the 
nature of a rebate by an oil company pipeline common carrier to its shipper- 
owner oil company. To the extent that any such payment is given by a com- 
mon-carrier pipeline to its shipper-owner, its shipper-owner obtains an illegal 
advantage over competing shippers.” 


IN THE UNITED STATES DISTRICT COURT FOR THE DISTRICT OF 
COLUMBIA 


CIVIL ACTION NO. 14060 


UNITED STATES OF AMERICA, PLAINTIFF, V. THE ATLANTIC REFINING COMPANY, 
ET AL., DEFENDANTS 


MOTION FOR ORDER FOR CARRYING OUT FINAL JUDGMENT 


Comes now the United States of America, the plaintiff in the above-entitled 
action, by Alfred Karsted, one of its duly authorized attorneys, and respectfully 
represents to the Court: 

(1) That on December 23, 1941, a civil complaint, a copy of which is attached 
hereto and marked “Exhibit A,” was filed in the Court in the above-entitled 
action charging the defendants, some of whom were common carriers by pipeline 
and some of whom were shipper-owners of such carriers, with violation of Sec- 
tion 1 (1) of the Elkins Act, as amended, 34 Stat. 587-9, U. S. C., Title 49, 
Sec. 41. 

(2) That said complaint (par. 7) charged, among other things, that for a 
long period of time and particularly since January 1, 1935, up to the date 
of the filing of the complaint the defendant common carriers paid or credited to 
the defendant shipper-owners, directly or indirectly, and they knowingly re- 
ceived and accepted sums of money and other valuable considerations which 
were refunds, rebates, and offsets from the regular tariff charges paid for 
the transportation of crude oil, gasoline and other petroleum products, such 
tariff charges being fixed by the schedules of rates contained in the applicable 
tariffs filed with the Interstate Commerce Commission. The complaint fur- 
ther charged that these refunds, rebates, and offsets were passed on or cred- 
ited, directly or indirectly, by the defendant common carriers to their defendant 
shipper-owners under the guise of dividends and earnings, the ownership of 
stock, and the ownership and operation of the common carrier pipeline systems 
as a department by the defendant shipper-owners, being the means and devices 
which resulted in the defendant common e¢arriers granting, paying, or crediting 
to, and the receiving by the defendant shipper-owners, of refunds, rebates and 
offsets. 

(3) That on December 23, 1941, a Final Consent Judgment, a copy of which 
is attached hereto and marked Exhibit B, was entered by this Court in this 
ease. Paragraphs II, III, V, VIII and X of said Judgment provided in part as 
follows: 

“II. For the purposes of this judgment when hereinafter used: 

“Defendant common carrier’ shall mean and include each and every com- 
mon carrier engaged in the business of transporting crude oil or gasoline or other 
petroleum products in interstate commerce by pipeline which is or may be (a) 
a defendant, or (b) the successor of a defendant, or (c) the subsidiary of a 
defendant, or (d) a pipeline department of one or more defendants, or (e) a 
corporation, some or all of whose stock is owned by a defendant, or the suc- 
cessor or subsidiary of a defendant, or (f) owned or operated in such a man- 
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ner that a defendant, its successor or subsidiary shall be entitled to participate 
in its net earnings. 
x * * * ok * * 


“TIT. No defendant common carrier shall credit, give, grant, or pay, directly 
or indirectly, through or by any means or device whatsoever, to any shipper-owner 
in any calendar year, commencing as of January 1, 1942, any earnings, divi- 
dends, sums of money or other valuable considerations derived from transpor- 
tation or other common carrier services which in the aggregate is in excess of 
its share of seven percentum (7%) of the valuation of such common carrier’s 
property, if such common carrier shall have transported during said calendar 
year any crude oil, or gasoline, or other petroleum products for said shipper- 
owner, but shall be permitted (insofar as the Interstate Commerce and Elkins 
Acts are concerned) to credit, give, grant, or pay said per centum. 

“(a) Valuation as hereinabove used shall mean the latest final valuation of 
each common carrier’s property owned and used for common-carrier purposes 
as made by the Interstate Commerce Commission. To the latest final valua- 
tion of the commission shall be added the value of additions and betterments 
to the common-carrier property made after the date of such latest final valua- 
tion, and from this sum shall be deducted appropriate amounts for physical 
depreciation on, and retirements of, common-carrier property, computed by the 
carrier as of the close of the next preceding year, in accordance with the methods 
used by the Interstate Commerce Commission in bringing valuations down to 
date, the classifications of property to conform to the uniform system of accounts 
for pipelines prescribed by the Interstate Commerce Commission. Such valu- 
ation shall not include the value of the common-carrier facilities acquired 
through the investment of excess earnings transferred to and withdrawn from 
the surplus account as provided in paragraph V hereof. 

*~ * * ca * + * 


“V. Commencing January 1, 1942, each defendant common carrier shall retain 
(except as hereinafter provided) net earnings derived from transportation or 
other common-carrier services in excess of the amounts permitted to be credited, 
granted, paid or given by paragraph III hereof and transfer such excess earn- 
ings to the surplus accounts within 90 days after the end of each calendar year. 
The said excess earnings shall be transferred to the surplus account as a sepa- 
rate item therein and in such a form as to be readily identifiable. The excess 
earnings thus transferred to the surplus account may be used by the defendant 
common carrier for extending existing or constructing or acquiring new com- 
mon-earrier facilities, for maintaining normal and reasonable working capital 
requirements during the current calendar year, and for retiring of any debt out- 
standing at the time of the entry of this judgment and decree, provided, however, 
that such debt or refunded debt was originally incurred for the purpose of, 
and the proceeds thereof expended in, constructing or acquiring common-carrier 
property. In case of the dissolution, sale, transfer or divorcement of any defend- 
ant common carrier, any retained portion of the surplus account may be dis- 
bursed to stockholders of the corporation which owns and controls the defendant 
common carrier at that time. 


* * oa o * % ° 


“VIII. Hach defendant common carrier shall render a report to the Attorney 
General of the United States not later than the 15th day of April of each year, 
showing for the preceding calendar year: the valuation used as earnings basis; 
total earnings available for distribution to owners or stockholders; earnings, 
dividends, payments or benefits credited, paid, granted or given to all stock- 
holders or owners; and amounts of money transferred to or withdrawn from the 
surplus retained pursuant to paragraph V hereof. 

+ * 7 + + + s 


“X. The jurisdiction of this case is retained for the purpose of enabling any 
of the parties to this judgment to apply to the Court at any time for such further 
orders and directions as may be necessary or appropriate in relation to the con- 
struction of or carrying out of this judgment, * * *.” 

(4) That The Pure Oil Company is and has been since the entry of the judg- 
ment a party defendant to said judgment. That the Sinclair Pipe Line Company, 
which was incorperated November 9, 1950 as a wholly-owned subsidiary of the 
Sinclair Oil Corporation and which became the owner and operator of the entire 
pipeline system of Sinclair Refining Company, which is also a wholly-owned 
subsidiary of the Sinclair Oil Corporation, is a party defendant by virtue of the 
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provisions of paragraph II of the judgment. That the Arapahoe Pipe Line Com- 
pany (hereafter sometimes referred to as “the company”), a corporation of the 
State of Delaware with its principal office in Brush, Colorado, is jointly con- 
trolled by the Sinclair Pipe Line Company and The Pure Oil Company through 
equal ownership of the outstanding capital stock and is thus, by the provisions 
of paragraph II of the judgment, a defendant common carrier under the judg- 
ment. 

(5) That the Arapahoe Pipe Line Company was incorporated on June 17, 1954, 
and that the par value of its outstanding capital stock is $2,900,000 which repre- 
sents the investment made in the company by the Sinclair Pipe Line Company 
and The Pure Oil Company. 

(6) That less than two months after it was incorporated, the company issued 
$16,000,000 of 25-year 3.80% First Mortgage Pipe Line Bonds to the Mutual Life 
Insurance Company, and on November 4, 1954 an additional $10,000,000 of such 
bonds were issued to the same company. 

(7) That on April 15, 1955, the company, pursuant to the provisions of para- 
graph VIII of the judgment, filed an annual report with the Attorney General 
covering the year 1954, Exhibit C attached hereto, in which it reported its valua- 
tion used as earnings basis to be $1,624,060 and its total earnings available for 
distribution to stockholders to be $54,704, i. e., $58,980 less than 7% of the 
reported valuation. 

(8) That the following year in its Form P report filed with the Interstate 
Commerce Commission for the period ending December 31, 1955, the company 
reported a total of $21,925,281 invested in carrier property and in its annual 
report to the Attorney General for the calendar year 1955 (filed April 13, 1956), 
Exhibit D attached hereto, the company reported its valuation used as earnings 
basis to be $21,807,066. In Exhibit D the company reported its net earnings for 
1955 available for distribution to stockholders to be $1,564,285 and it reported 
the 7% permissible dividend to its stockholders as $1,526,495, i. e., $37,790 less 
than its reported net earnings. This amount of $37,790, it reported in Exhibit D, 
represented a portion of the amount permitted to be credited, granted, paid, or 
given but which was not earned during the preceding year (and which the com- 
pany was, therefore, by the provisions of paragraph III (d), permitted to 
grant, pay, or give within any one or more of the next succeeding three years, 
in addition to credits and payments permitted during each such subsequent 
year). 

(9) The following year in its Form P report for the year ending December 
31, 1956, filed with the Interstate Commerce Commission, the company reported 
a total of $23,480,506 invested in carrier property. In its annual report to the 
Attorney General for the calendar year 1956 (filed April 11, 1957), Exhibit E 
attached hereto, the company reported a valuation base of $30,136,700 on which 
it reported its shipper-owners’ permissible dividend to be $2,109,569 or 7% of 
the reported valuation. The company reported its earnings derived from trans- 
portation and other common carrier services to be $2,302,565 or $192,996 in excess 
of the reported 7% permissible dividend. It reported applying $21,190 of this 
excess to the 1954 deficit and transferring the balance of $171,806 to the re- 
stricted surplus accounts. 

In a recapitulation of its three reports, attached to Exhibit BE, the company 
reported that of the total 7% dividends payable in 1954, 1955, and 1956, which 
amounted to a total of $3,749,758, the company had actually paid only a dividend 
of $580,000 in 1956, leaving a balance “payable in any subsequent year” of 
$3,169,748. 

(10) That the defendant Arapahoe Pipe Line Company in violation of the 
judgment has failed to deduct from the valuation of its common carrier prop- 
erty, before computing its shipper-owners’ permissible dividend, the share of 
the valuation of the company’s carrier property financed by or attributable to the 
aforesaid loans of $26,000,000 from third parties. As a result of its failure to 
deduct the share of its valuation attributable to loans from third parties, the 
defendant Arapahoe Pipe Line Company has computed dividends for its shipper- 
owners in excess of its shipper-owners’ share of 7% of the valuation of Arap- 
ahoe’s property in violation of the judgment. The allowable dividends payable 
to its shipper-owners reported by the defendant Arapahoe Pipe Line Company 
for the years 1954, 1955, and 1956 represent for each year, respectively, the fol- 
lowing rates of return to its shipper-owners on their investment of $2,900,000: 
3.9% in 1954, 52.6% in 1955, and 72.7% in 1956. 

Wherefore, movant, pursuant to paragraph X of the said judgment, prays 
for an order of this Court carrying out said judgment: (1) by directing the 








176 CONSENT DECREE PROGRAM—DEPARTMENT OF JUSTICE 


Arapahoe Pipe Line Company, before computing the permissible dividends for 
its shipper-owners, to deduct from the valuation of its property owned and used 
for common carrier purposes the share of such valuation that is the result of or 
attributable to monies obtained by the carrier from third parties for extending 
existing or constructing or acquiring new common carrier facilities, and (2) for 
such other and further orders as may seem appropriate and necessary to the 
Court. 
ALFRED KARSTED, 
Attorney, Department of Justice. 


IN THE UNITED STATES District CourT FOR THE DISTRICT OF COLUMBIA 
CIVIL ACTION NO. 14060 


UNITED STATES OF AMERICA, PLAINTIFF, V. THE ATLANTIC REFINING COMPANY, 
ET AL., DEFENDANTS 


MOTION FOR ORDER FOR CARRYING OUT THE FINAL JUDGMENT ENTERED IN THE ABOVE 
CAUSE ON DECEMBER 23, 1941 


The United States of America, by its attorneys, moves this Court for an order 
directing the defendant Tidal Pipe Line Company to carry out the judgment 
entered in the above cause on December 23, 1941, and for such relief against the 
defendant Tidewater Oil Company as the Court deems appropriate and proper 
under the circumstances. Movant represents to the Court as follows: 

1. The complaint in this cause was filed by the United States of America, act 
ing through its Attorney General, on December 23, 1941. The complaint, a copy 
of which it attached hereto and marked Exhibit A, charged the defendants, con- 
sisting of fifty-three common carrier pipeline companies and their thirty-six oil 
company shipper-owners with having violated Section 1 (1) of the “Elkins Act,” 
as amended, 34 Stat. 587-9, 49 U. S. C. § 41, by the giving and receiving of illegal 
rebates under the guise of dividends and earnings. 

2. On December 23, 1941, the Court, by consent of the parties, entered a Final 
Judgment in this action (hereinafter referred to as the “Judgment™), a copy of 
which is attached hereto and marked “Exhibit B.” 

3. Under the provisions of Paragraph X of the Judgment, the Court retained 
jurisdiction for the purpose of enabling any of the parties to apply to the Court 
at any time for such orders and directions as may be necessary or appropriate 
in relation to the carrying of the Judgment and for the enforcement of compliance 
therewith. 

!, Paragraph VI of said Judgment provides that: 

“In the event a shipper-owner or defendant common carrier should know- 
ingly violate the provisions of paragraphs III or IV hereof, then and in such 
event, upon proof of such violation on hearing after notice, and in lieu of any 
and all other remedies or proceedings for the enforcement hereof, the United 
States may have judgment entered in this cause against the recipient of any 
sums, the payment of which is prohibited by this judgment, for three times the 
amount by which the sum received exceeds the amount permitted by this judg- 
ment to be granted, credited, given or paid to such recipient.” 

». The defendant Tide Water Associated Oil Company (the name of which 
has been changed to Tidewater Oil Company), which is a defendant shipper- 
owner in this cause and a party to the said Judgment, has at all times since the 
entry of the Judgment controlled, through ownership of the outstanding capital 
stock, the defendant Tidal Pipe Line Company (sometimes hreeafter referred to 
as the defendant Tidal), which is a defendant common carrier in this cause 
and likewise a party to the said Judgment. 

6. In regard to the amount of the dividends which the defendant common 
carrier can credit, give, grant or pay to its defendant shipper-owner in any 
calendar year, Paragraph III of the said Judgment provides as follows: 

“No defendant common carrier shall credit, give, grant, or pay, directly or 
indirectly, through or by any means or device whatsoever, to any shipper-owner 
in any calendar year, commencing as of January 1, 1942, any earnings, dividends, 
sums of money or other valuable considerations derived from transportation or 
other common carrier services which in the aggregate is in excess of its share of 
seven percentum (7%) of the valuation of such common carrier’s property, if 
such common carrier shall have transported during said calendar year any crude 
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oil, or gasoline, or other petroleum products for said shipper-owner, but shall 
be permitted (insofar as the Interstate Commerce and Elkins Acts are concerned) 
to credit, give, grant or pay said percentum.” 

7. The valuation upon which the defendant carrier’s permissible dividend to 
the shipper-owner is calculated is limited to the valuation of property “owned 
and used” by the carrier for common carrier purposes, Paragraph III (a) of said 
Judgment providing in part as follows: 

“Valuation as hereinabove used shall mean the latest final valuation of each 
common ¢carrier’s property owned and used for common carrier purposes as made 
by the Interstate Commerce Commission.” 

8. The defendant carrier may withhold permissible dividends earned in any 
calendar year and pay such dividends in subsequent years, according to Para- 
graph III (¢c) of said Judgment, which provides as follows: 

“Any amounts permitted to be credited, granted, paid, or given during any 
calendar year as hereinabove provided, if earned and withheld, may be credited, 
granted, paid, or given at any time thereafter in addition to credits and payments 
permitted during such subsequent years, unless (i) such earned and withheld 
sums shall have been invested in common carrier facilities and (ii) included 
in valuation as above defined.” 

9. The defendant shipper-owner is prohibited in Paragraph IV of said Judg- 
ment from accepting any sums of money which the carrier is prohibited by the 
provisions of Paragraph III from paying, Paragraph IV providing as follows: 

“No shipper-owner shall solicit, accept, or receive, directly or indirectly, through 
or by any means or device whatsoever, from any defendant common carrier 
any sums of money or other valuable considerations which said defendant com- 
mon carrier is prohibited from granting, crediting, paying, or giving by the 
provisions of paragraph IIT hereof.” 

10. The defendant carrier was directed to render annual reports to the Attorney 
General by Paragraph VIII of the said Judgment which provides as follows: 

“Kach defendant common carrier shall render a report to the Attorney General 
of the United States not later than the 15th day of April of each year, showing 
for the preceding calendar year: the valuation used as earnings basis; total 
earnings available for distribution to owners or stockholders ; earnings, dividends, 
paynients, or benefits credited, paid, granted, or given to all stockholders or 
owners; and amounts of money transferred to or withdrawn from the surplus 
retained pursuant to paragraph V hereof.” 

11. The defendant Tidal Pipe Line Company has knowingly violated the pro- 
visions of Paragraph III of said Judgment by crediting and paying to its shipper- 
owner, Tide Water Associated Oil Company, dividends and sums of money total- 
ling $24,776.30 which it is prohibited by Paragraph III from crediting and paying 
and its shipper-owner, the defendant Tide Water Associated Oil Company, has 
been the recipient of such sums. 

12. The violation charged in paragraph II, supra, has been accomplished by 
the defendant Tidal Pipe Line Company computing the permissible 7% divi- 
dend to its shipper-owner on the basis of all property used by it for common 
carrier purposes, whether owned by it or not, in violation of the requirement 
of paragraph III (a) which specifies that the shipper-owner’s permissible divi- 
dend shall be computed on the basis of the valuation of the common ecarrier’s 
property “owned and used” for common carrier purposes as made by the Inter- 
state Commerce Commission. The difference in the valuation of defendant Tidal 
Pipe Line Company’s property “owned and used” for common carrier purposes 
as made by the Interstate Commerce Commission and the valuation used by the 
defendant carrier as the basis upon which it computed the shipper-owner’s divi- 
dend as reported to the Attorney General is shown by the following tabulation: 


ICC valuation 
‘ of defendant 
Valuation used | Tidal’s prop- 


Year by defendant | erty ‘‘owned Difference 

| Tidal | and used” for 

jcommon-carrier 

| purposes | 
1947 $1, 664, 365 $1, 653, 000 | $11, 355 
1948 1, 952, 264 1,8 200 70, 064 
1949 1, 887, 864 1, 820, 500 67, 364 
1950 1, 807, 464 1, 698, 400 109, 064 
1951 1, 842, 264 1, 734, 500 107, 764 
1952. . 1, 774, 864 1, 710, 800 64, 064 
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13. On September 25, 1950, the defendant Tidal submitted a Revised Report to 
the Attorney General for the calendar years 1942 through 1948 (a copy of which 
is attached hereto and marked Exh. C). For each of such years the defendant 
Tidal calculated its shipper-owner’s permissible 7% dividend on the basis of 
the valuation of its (Tidal’s) common-carrier property as of December 31st of 
the preceding year as required by paragraph III of the judgment. After entry 
of the Judgment no Valuation Report of the Defendant Tidal’s property owned 
and used for common-carrier purposes was made by the Interstate Commerce 
Commission until December 16, 1949, at which time the Interstate Commerce 
Commission issued a Valuation Report for Tidal as of December 31, 1947. Con- 
sequently, for the calendar years 1942 through 1947, Tidal perforce made its 
own valuation of its common-carrier property (as required by paragraph III 
(a) of the Judgment) and on the basis of such valuation calculated its shipper- 
owner’s permissible 7% dividend and reported the amounts paid to its shipper- 
owner for each of such years as follows: 

| 


| 
Permissible | Amount of | Amount 


Calendar year | TZpercent | dividend | “earned and 
dividend paid | withheld’’ 
| 

eases cline tienctntianeniicgititalaisigciledndbenlarsie annette - —$ | $$$ |_| —________ 
I actetiectentaensunrel ; Sawew . $95, 900 $75, 000. 00 | 20, 900 
1943___ 4 J 98, 560 75, 000. 00 23, 560 
1944....._- : ‘ 98, 140 | 75, 000. 00 23, 140 
1945_- = ‘isle . 100, 730 | 75, 000. 00 | 25, 730 
1946__. 106, 820 75, 922. 95 30, 897 
1947__. i 109, 270 75, 000. 00 34, 270 
Total. _- oe on disinane a oe ‘ 158, 497 


In addition, for the calendar year 1946, Tidal reported paying to its shipper- 
owner $49,231.30 “from prior’s year’s earnings.” Thus at the close of the calendar 
year 1947, Tidal had a total amount of dividends “earned and withheld” of 
$109,265.70. 

As heretofore alleged, on December 16, 1949 the Interstate Commerce Com- 
mission issued a Valuation Report for Tidal as of December 31, 1947 (1. C. C. 
Valuation Docket No. 1288) and thereafter annually issued Valuation Reports 
for Tidal (under I. C., C. Valuation Docket No. 1288), for each year subsequent 
to December 31, 1947. In each such Valuation Report, the Interstate Commerce 
Commission reported the valuation of the property “owned and used” by Tidal 
for common carrier purposes. However, in violation of paragraph III of the 
Judgment, Tidal in its Revised Reports for the calendar year 1948 through 1953 
(copies of which are attached hereto and marke “Exh. ©, D, an E’’), reported 
the valuation of all the property used by it for common carrier purposes as its 
“valuation” (including property leased by it from its shipper-owner and others). 
Likewise in violation of paragraph III of the Judgment, Tidal, for each of the 
aforesaid calendar years,’ calculated its shipper-owner’s permissible 7% dividend 
on the basis of the valuation of all property used by it for common carrier pur- 
poses rather than on the basis of property “owned and used” by it for common 
carrier purposes as required by paragraph III of the judgment. In this manner 
the defendant Tidal calculated and paid, and its shipper-owner received and 
accepted, amounts in violation of the Judgment as follows: 


Revised report to the Attorney General for the calendar year 1948 (exhibit C) 
I. C. C. Val. as of 12-31-47 (ICC Docket 1288) _____ 


$1, 653, 000. 00 








Sossieataes tel 115, 710. 00 


I ates eee ieee sek 
(rexmipr 0)... 81, 834. 55 


Dividend paid “from current year’s earnings’ 


, 


3alance “earned and withheld’_____________ 33, 875. 45 





Prior total of amounts “earned and withheld”_- 
Dividend paid “from prior year’s earnings” 


ya 4 eee ef 109, 265. 70 
(Oar GO) 2... ses. 18, 165. 45 


Balance in “earned and withheld” fund_______________ | 91, 100. 25 


a ei ecesgi Moet iar secatas eal: 124, 975, 70 


‘Tidal has continued this practice up to the present time but its earnings for the 
calendar years subsequent to 1953 have not been such as to enable it to actually pay the 
erroneously calculated sums to its shipper-owner, 


Total amount “earned and withheld” 
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Revised report to the Attorney General for the calendar year 1949 (exhibit D) 


I. C. C. Val. as of 12-31-48 (ICC Docket 1288) ---..--.---------- $1, 882, 200. 00 





SR NN sis nsec a sn seco ts en tsns n le ien chnlateapeinah ch daennslanaerae 131, 750. 00 
Dividend paid “from current year’s earnings” (exhibit D)------- 105, 000. 00 
Balance “earned and withheld” .....224002.5. 10 tuaw 26, 754. 00 
Prior total of amounts “earned and withheld”_____-_________-__- 124, 975. 70 
Dividend paid “from prior year’s earnings” (exhibit D)—-.-----~ 10, 000. 00 
Balance “earned and :Withhela” .... .ncwddnidannndiel awetawioe 114, 975. 70 
Total amount “earned and withheld’”___.____-__----__--. 141, 729. 70 


Revised report to the Attorney General for the calendar year 1950 (exhibit D) 





I. C. C. Val. as of 12-31-49 (ICC Docket 1288) -__-_-__--_-______ $1, 820, 500. 00 
rs In een ere ee eee ee 127, 435. 00 
Dividend paid “from current year’s earnings” (exhibit D)----__-~- 62, 598. 00 

POIANCe “ORTHOD GHG WINGO 6.3.6 ced aeemen ewes 64, 837. 00 
Prior total of amounts “earned and withheld”__________________ 141, 729. 70 


Dividend paid “from prior year’s earnings” (exhibit D)___-______ 137, 402. 00 


Balance “earned and withheld” ...............0-sel ska 4, 327. 70 
Sencencesenee 
Total amount “earned and withheld’”____-.__.._______-__ 69, 164. 70 


Revised report to the Attorney General for the calendar year 1951 (exhibit D) 








I. C. C. Val. as of 12-31-50 (ICC Docket 1288)___._____________ $1, 698, 400. 00 
even pbtctiten. 22. ble uctes. Onl ee 118, 888. 00 
Dividend paid “from current year’s earnings” (exhibit D)—______ 82, 917. 00 
Balance “earned and withheld”... =... bea see 35, 971. 00 
Prior total of amounts “earned and withheld”__________________ 69, 164. 70 
Dividend paid “from prior year’s earnings” (exhibit D)_________ 67, 083. 00 
Balance “earned and with’ u.266 64k ok 2, 081. 70 
Total amount “earned and withheld”__..________________ 38, 052. 70 


Revised report to the Attorney General for the calendar year 1952 (exhibit D) 


I. C. C. Val. as of 12-31-51 (ICC Docket 1288) _..........._.____ $1, 734, 500. 00 
OVO. DORCON Gs. 2 oe. ead ea shila Sac ld Decl iS ites ha 121, 415. 00 
Dividend paid “from current year’s earnings” (exhibit D) ~~ ___ 109, 632. 00 


Balance “earned and withheld”’___ 1: ii i cesta de 11, 783. 00 





Prior total of amounts “earned and withheld”__________________ 38, 052. 70 
Dividend paid ‘from prior year’s earnings” (exhibit D)__ a 10, 368. 00 


ih saci eraailcaei 2, 315. 30 


Amount paid in excess of fund__ 


Excess must have been paid from current year’s earnings 
thus leaving as total “earned and withheld”’______ sales 9, 467. 70 


98505 57 pt. 1, vol. 1 13 
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Revised report to the Attorney General for the calendar year 1953 (exhibit F) 





I. C. C. Val. as of 12-31-52 (ICC Docket 1288) _._------------_-_ $1, 710, 800. 00 
I aa cakuseaies inane eomeangen anus aaa ei aaicts nails 119, 756. 00 
Dividend paid “from current year’s earnings” (exhibit E)~------ 114, 940. 00 

Beance “enrned and withheld” .....oiiwddii code widncicus 4, 816. 00 
Prior total of amounts “earned and withheld”__~..______________ 9, 467. 70 
Dividend paid “from prior year’s earnings” (exhibit E)----__--- 35, 060. 00 

DIG DAI 1h BXCONS OF TONG. onc niiinicnbtincn a piimeaee 27, 592. 30 





Amount paid in excess of any and all sums “earned and 
withheld” and therefore paid in violation of the Judg- 
MIO oks eee hua ce eek ede SaaS kkk 20, 776. 30 


14. Therefore, the petitioner alleges as follows: 

(A) That since September 25, 1950, the defendant Tidal Pipe Line Company 
has followed a continuous course of conduct designed to violate, and followed 
for the purpose of violating, paragraphs III and V of the Judgment. 

(B) That for the calendar years 1948 through 1953 the defendant Tidal, in 
violation of the Judgment, calculated its permissible 7% dividend to its shipper- 
owner on the basis of property used by it for common carrier purposes but not 
owned by it and thus its reported permissible 7% dividends exceeded those per- 
mitted by the Judgment in the following amounts: 


arn I cs csc eacnbdeaocav te une cusps cic cali naan earaiaineeenss $795 
rn ie cas th so raid aie dal vo lect vba ico os Sh estan Sadan Srateeeees . 4,904 
ann as dr canbe wie labia dares esr hing ends vc ene ascees exienei 4,715 


SPREE DORE TRO Mis csiinwenuisdnn tetsu sek ee at ae Lek 7, 63 
I Nao a alec eles bd laiesciad all Sa halk en elon summonses . 6,543 
POP CAIMNERT PORT TOSS wos se ok ke Ree ee ee 4, 484 


aR lita ca edicts Sccpactartenercitiniede do nnd di aaiod b-axis tage nice ace eM a i gee _ 80, 075 


All of which amounts the defendant Tidal knowingly failed and neglected to 
put in its Surplus Account as required by paragraph V of the Judgment, and 
instead, knowingly paid the greater part of said amounts to its shipper-owner in 
violation of paragraph III. 

(C) That for the calendar year 1953,.as reported in its revised report to the 
Attorney General, submitted on September 27, 1954 (Exh. FE) the defendant Tidal 
knowingly paid to its shipper-owner the sum of $20,776.30, purportedly from 
amounts previously “earned and withheld” as provided in paragraph III (c) 
of the Judgment but which sum of $20,776.30 was in fact never “earned and 
withheld” as provided in paragraph III (c) of the Judgment and was in fact 
paid by the defendant Tidal to its shipper-owner in violation of paragraph III 
of the Judgment. 

WHEREFORE, the Government requests this Court to issue an order carrying 
out the Final Judgment by directing the defendant Tidal Pipe Line Company 
henceforth to compute its shipper-owner’s permissible dividend each year on the 
basis of the valuation of the property owned and used by the carrier for common 
carrier purposes as provided in paragraph III of the Final Judgment, and for 
such relief against the defendant Tidewater Oil Company as the Court deems 
appropriate and proper under the circumstances. 

Respectfully submitted. 


ALFRED KARSTED, 
Attorney, Department of Justice. 
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IN THE UNITED STATES DISTRICT COURT FOR THE DISTRICT OF 
COLUMBIA 


CIVIL ACTION NO. 14060 


UNITED STATES OF AMERICA, PLAINTIFF V. THE ATLANTIC REFINING COMPANY, 
ET AL., DEFENDANTS 


MOTION FOR ORDER CARRYING OUT THE FINAL JUDGMENT ENTERED IN THE ABOVE CASE 
ON DECEMBER 23, 1941 


The United States of America, by its attorneys, moves this Court for an order 
directing the defendant Service Pipe Line Company to carry out the judgment 
entered in the above cause on December 23, 1941 and for such relief against the 
defendant Standard Oil Company (Indiana) as the Court deems appropriate 
and proper under the circumstances. Movant represents to the Court as follows: 

1. The complaint in this cause was filed in this Court by the United States 
of America, acting through its Attorney General, on December 23, 1941. The 
complaint, a copy of which is attached hereto and marked Exhibit A, charged the 
defendants, consisting of 53 common carrier pipeline companies and their 36 
shipper-owners with violation of Section 1(1) of the “Elkins Act”, as amended, 
34 Stat. 587-9, U. 8. C., Title 49, Section 41, by the giving and receiving of illegal 
rebates under the guise of dividends and earnings. 

2. On December 23, 1941, the Court, by consent of the parties entered a Final 
Judgment in this action (hereinafter referred to as the “Judgment’’), a copy 
of which Final Judgment is attached hereto and marked Exhibit B. 

3. Under the provisions of paragraph X of said Judgment, the Court retained 
jurisdiction for the purpose of enabling any of the parties to the Judgment to 
apply to the Court at any time for such orders and directions as may be neces- 
sary or appropriate in relation to the carrying out of the Judgment or for the 
enforcement of compliance therewith. 

4. The defendant Standard Oil Company (Indiana), which is a defendant 
shipper-owner in this cause and a party to the said Final Judgment, has at all 
times since the entry of the Judgment controlled the defendant Stanolind Pipe 
Line Company (which in 1950 changed its name to Service Pipe Line Company 
and which is hereinafter sometimes referred to as Service) through ownership 
of the outstanding capital stock (except directors’ shares) of service, which 
is a defendant common carrier in this cause and likewise a party to the said Final 
Judgment. 

5. In regard to the amount of the dividends which the defendant common car- 
rier can credit or pay to its defendant shipper-owner in any calendar year, para- 
graph III of the said Final Judgment provides as follows: 

“No defendant common carrier shall credit, give, grant, or pay, directly or in- 
directly, through or by any means or device whatsoever, to any shipper-owner 
in any calendar year, commencing as of January 1, 1942, any earnings, divi- 
dends, sums of moneys, or other valuable considerations derived from transporta- 
tion or other common carrier services which in the aggregate is in excess of its 
share of seven per centum (7%) of the valuation of such common carrier’s prop- 
erty, if such common carrier shall have transported during said calendar year 
any crude oil, or gasoline, or other petroleum products for said shipper-owner, 
but shall be permitted (insofar as the Interstate Commerce and Elkins Acts are 
concerned) to credit, give, grant, or pay said per centum.” 

6. The valuation upon which the permissible dividend to the shipper-owner 
for each calendar year is calculated is limited, by paragraph III (a) of said 
binal Judgment, to the latest final valuation of property owned and used by the 
carrier for common carrier purposes as made by the Interstate Commerce Com- 
mission and the amounts which are permitted by said paragraph III (a) to be 
added to or deducted from the said latest final valuation must be computed by 
the carrier as of the close of the year next preceding the said calendar year for 
which the said permissible dividend is calculated, paragraph III (a) providing 
as follows: 

“Valuation as hereinabove used shall mean the latest final valuation of each 
common carrier’s property owned and used for common carrier purposes as made 
by the Interstate Commerce Commission. To the latest final valuation of the 
Commission shall be added the value of additions and betterments to the com- 
mon carrier property made after the date of such latest final valuation, and from 
this sum shall be deducted appropriate amounts for physical depreciation on, 
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and retirements of, common carrier property, computed by the carrier as of 
the close of the next preceding year, in accordance with the methods used by 
the Interstate Commerce Commission in bringing valuations down to date, the 
classifications of property to conform to the uniform system of accounts for pipe- 
lines prescribed by the Interstate Commerce Commission. Such valuation shall 
not include the value of the common carrier facilities acquired through the in- 
vestment of excess earnings transferred to and withdrawn from the surplus ac- 
count as provided in paragraph V hereof.” 

7. Paragraph III (d) of said Judgment provides that: 

“Any amounts permitted to be credited, granted, paid, or given during any cal- 
endar year as hereinbefore provided, if not earned, may be credited, granted, paid, 
or given within any one or more of the next succeeding three years, in addition 
to credits and payments permitted during each such subsequent year.” 

8. The defendant shipper-owner is prohibited from accepting any sums of 
money which the carrier is prohibited by the provisions of paragraph III from 
paying, paragraph IV providing as follows: 

“No shipper-owner shall solicit, accept, or receive, directly or indirectly, through 
or by any means or device whatsoever, from any defendant common carrier any 
sums of money or other valuable considerations which said defendant common 
earrier is prohibited from granting, crediting, paying, or giving by the provisions 
of paragraph III hereof.” 

9. The defendant carrier was directed to render annual reports to the Attor- 
ney General by paragraph VIII of the said Final Judgment which provides as 
follows: 

“Bach defendant common carrier shall render a report to the Attorney Gen- 
eral of the United States not later than the 15th day of April of each year, 
showing for the preceding calendar year: the valuation used as earnings basis; 
total earnings available for distribution to owners or stockholders; earnings, 
dividends, payments or benefits credited, paid, granted or given to all stock- 
holders or owners; and amounts of money transferred to or withdrawn from the 
surplus retained pursuant to paragraph V hereof.” 

10. From the date of the entry of the Judgment up to and through April 10, 
1950, the defendant Service in its annual reports to the Attorney General reg- 
ularly calculated the permissible dividend for its shipper-owner on the basis of 
the carrier’s valuation as of the close of the next preceding year as required by 
the Judgment. On August 21, 1950 the defendant Service submitted eight 
amended reports for the calendar year 1942 through 1949 which the Department 
refused to accept and the amended reports were withdrawn. On March 8, 1951 
the company submitted eight second amended reports for the calendar years 
1942 through 1949. The second amended report for the calendar year 1948 dis- 
closed that the company was adding to its valuation, on the basis of which it 
computed the shipper-owner’s permissible dividend, the pro rata value of addi- 
tions and betterments and was deducting the pro rata value of depreciation and 
retirements occuring after the close of the next preceding year for which the 
report was made. The Government called this violation to the company’s at- 
tention. However, thereafter in its annual reports the company persisted in 
adding the pro rata value of additions and betterments and subtracting the pro 
rata value of depreciation and retirements occurring after the close of the next 
preceding year for which each report was made. The company has persisted in 
following this practice from 1951 to the present time despite the fact that the 
Government has repeatedly called this violation to the company’s attention and as 
a result of this practice the defendant Service has wrongly calculated the per- 
missible dividend for its shipper-owner throughout this period and more espe- 
cially and by way of example as follows. 

11. On December 1, 1953 the defendant Service Pipe Line Company submitted 
a revised annual report to the Attorney General for the calendar year 1952 
(a copy of which is attached hereto and marked Exhibit C). In this report the 
defendant Service, in violation of paragraphs IIT and III (a), computed the per- 
missible 7% dividend for its shipper-owner on the basis of the valuation of its 
property owned and used for common carrier purposes as of December 31, 1951, 
as found by the Interstate Commerce Commission (Valuation Docket No. 1302 
[1952 Report] 53 I. C. C. Valuation Report 701), after erroneously adding to such 
valuation the value of additions and betterments to common carrier property 
made after the date of such latest final valuation and after erroneously deduct- 
ing from such valuation deductions for physical depreciation and retirements 
occurring after the date of such latest final valuation, and defendant Service 
reported as its permissible 7% dividend for its shipper-owner an amount $241,040 
in excess of the amount permitted by paragraph III of the judgment. 











a ee, ee, 


Ravereretw fF 


CONSENT DECREE PROGRAM—DEPARTMENT OF JUSTICE 183 


Defendant Service also reported in Exhibit C that its earnings from trans- 
portation and other common carrier services for the calendar year 1952 fell 
$1,063,288 short of the reported permissible 7% dividend and it reported this 
amount as “earnings less than seven percent of valuation carried forward for 
next succeeding three years as provided in sub-paragraph III (d)”’, 

Three years later in its annual report to the Attorney General for the calendar 
year 1955 (a copy of which is attached hereto and marked Exhibit D), submitted 
April 6, 1956, the defendant Service report that its earnings for the calendar 
year 1955 exceeded the reported permissible 7% dividend for its shipper-owner 
and it reported that it used a part of this excess to pay to its shipper-owner the 
amount of the unearned reported dividend for the year 1952, However, the total 
amount thus paid to the shipper-owner, Standard Oil Co. (Indiana), as a dividend 
for the calendar year 1952 was $241,040 in excess of the amount of the dividend 
permitted for the calendar year 1952, as set forth above. 

WHEREFORE, the Government requests this Court to issue an order carrying 
out the Final Judgment by directing the defendant Service Pipe Line Company 
henceforth to compute its shipper-owner’s permissible dividend each year on 
the basis of the valuation as of the preceding year of the property of Service Pipe 
Line Company owned and used for common carrier purposes, as provided in 
paragraph III of the Final Judgment and for such relief against the defendant 
Standard Oil Company (Indiana) as the Court may deem just and proper under 
the circumstances. 


Attorney, Department of Justice. 


IN THE UNITED STATES DISTRICT COURT FOR THE DISTRICT OF 
COLUMBIA 


CIVIL ACTION NO. 14060 


Unirep States oF AMERICA, PLAINTIFF, v. THE ATLANTIC REFINING COMPANY, 
ET AL., DEFENDANTS 


PETITION FOR ORDER TO SHOW CAUSE WHY RESPONDENT, THE TEXAS PIPE LINE 
COMPANY, SHOULD NOT BE FOUND IN CIVIL CONTEMPT 


The United States of America, petitioner, by its attorneys, acting under the 
direction of the Attorney General, brings this petition for an order to show cause 
why (1) the respondent herein named should not be found in civil contempt of 
the Final Judgment entered in this action on December 23, 1941, and (2) the 
relief requested by the petitioner should not be granted. The petitioner represents 
to the Court as follows: 

1. On December 23, 1941, the petitioner filed in this action a civil complaint, 
a copy of which is attached hereto marked Exhibit A, charging the defendants, 
consisting of 53 common carrier pipe line companies and their 36 oil company 
shipper-owners with having violated Section 1 (1) of the “Elkins Act’, as 
amended, 34 Stat. 587-9, 49 U. S. C., § 41, by the giving and receiving of illegal 
rebates under the guise of dividends and earnings. 

2. On December 23, 1941, the Court, by consent of the parties, entered a Final 
Judgment in this action (hereinafter referred to as the “Judgment”), a copy of 
which is attached hereto and marked Exhibit B. 

3. Under the provisions of paragraph X of the Judgment, the Court retained 
jurisdiction for the purpose of enabling any of the parties to apply to the Court 
at any time for such orders and directions as may be necessary or appropriate 
in relation to the carrying out of the Judgment and for the enforcement of 
compliance therewith. 

4. The Texas Pipe Line Company, a company incorporated in the State of 
Texas, having its principal office at Houston, Texas, is named as the respondent 
in this petition. The respondent, The Texas Pipe Line Company, was a party to 
the Judgment referred to in paragraph 2 of this petition. The respondent was 
at the time of the entry of the Judgment, and has been at all times since, a com- 
mon carrier pipe line and all of its capital stock has been, at all times referred 
to herein, solely owned by The Texas Company, at the time of the Judgment 
called the Texas Corporation. The Texas Company is the “shipper-owner” of 
the respondent. 
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5. Paragraphs III, V, and VIII of the Judgment provide in part as follows: 

“TIT. No defendant common carrier shall credit, give, grant, or pay, directly 
or indirectly, through or by any means or device whatsoever, to any shipper-owner 
in any calendar year, commencing as of January 1, 1942, any earnings, dividends, 
sums of money or other valuable considerations derived from transportation or 
other common carrier services which in the aggregate is in excess of its share 
of seven percentum (7%) of the valuation of such common carrier’s property, 
if such common carrier shall have transported during said calendar year any 
crude oil, or gasoline, or other petroleum products for said shipper-owner, but 
shall be permitted (insofar as the Interstate Commerce and Elkins Act are 
concerned) to credit, give, grant, or pay said percentum. 

“(a) Valuation as hereinabove used shall mean the latest final valuation 
of each common carrier’s property owned and used for common carrier 
purposes as made by the Interstate Commerce Commission. To the latest 
final valuation of the Commission shall be added the value of additions and 
betterments to the common carrier property made after the date of such 
latest final valuation, and from this sum shall be deducted appropriate 
amounts for physical depreciation on, and retirements of, common carrier 
property, computed by the carrier as of the close of the next preceding year, 
in accordance with the methods used by the Interstate Commerce Commis- 
sion in bringing valuations down to date, the classifications of property to 
conform to the uniform system of accounts for pipelines prescribed by the 
Interstate Commerce Commission. Such valuation shall not include the 
value of the common carrier facilities acquired through the investment of 
excess earnings transferred to and withdrawn from the surplus account as 
provided in paragraph V hereof. 

* * * * ” 


“(c) Any amounts permitted to be credited, granted, paid, or given during 
any calendar year as hereinabove provided, if earned and withheld, may be 
credited, granted, paid, or given at any time thereafter in addition to credits 
and payments permitted during such subsequent years, unless (i) such 
earned and withheld sums shall have been invested in common carrier 
facilities and (ii) included in valuation as above defined. 

“(d) Any amounts permitted to be credited, granted, paid, or given 
during any calendar year as hereinbefore provided, if not earned, may be 
credited, granted, paid, or given within any one or more of the next 
succeeding three years, in addition to credits and payments permitted 
during each such subsequent year. 

v + * + * * a 


“V. Commencing January 1, 1942, each defendant common carrier shall 
retain (except as hereinafter provided) net earnings derived from transporta- 
tion or other common carrier services in excess of the amounts permitted to be 
credited, granted, paid, or given by paragraph III hereof and transfer such 
excess earnings to the surplus account within 90 days after the end of each 
calendar year. The said excess earnings shall be transferred to the surplus ac- 
count as a separate item therein and in such a form as to be readily identifiable. 
The excess earnings thus transferred to the surplus account may be used by the 
defendant common carrier for extending existing or constructing or acquiring 
new common carrier facilities, for maintaining normal and reasonable working 
capital requirements during the current calendar year, and for retiring of any 
debt outstanding at the time of the entry of this judgment and decree: Provided, 
however, That such debt or refunded debt was originally incurred for the purpose 
of, and the proceeds thereof expended in, constructing or acquiring common car- 
rier property. In case of the dissolution, sale, transfer, or divorcement of any 
defendant common carrier, any retained portion of the surplus account may be 
disbursed to stockholders of the corporation which owns and controls the 
defendant common carrier at that time. 


* * * * * * * 


“VIII. Each defendant common carrier shall render a report to the Attorney 
General of the United States not later than the 15th day of April of each year, 
showing for the preceding calendar year: the valuation used as earnings basis; 
total earnings available for distribution to owners or stockholders ; earnings, divi- 
dends, payments or benefits credited, paid, granted, or given to all stockholders 
or owners; and amounts of money transferred to or withdrawn from the sur- 
plus retained pursuant to paragraph V hereof.” 
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6. The petitioner charges that the respondent, The Texas Pipe Line Company, 
has: 

(A) In violation of paragraphs III and III (a) of the Judgment for each 
of the calendar years 1950, 1951, 1952, 1953, 1954, 1955, and 1956 computed the 
allowable payments, credits, and dividends to its shipper-owner on the basis 
of valuation of property used by respondent for common-carrier purposes but 
not owned by the respondent. 

(B) In violation of paragraph V of the Judgment, failed to retain and transfer 
to the surplus account, as required by paragraph V of the Judgment, net earnings 
derived from transportation or other common-carrier services in the amount 
of $100,526.79 which were in excess of the amounts permitted to be credited, 
granted, paid, or given to its shipper owner for the calendar years 1950, 1951, 
1952, 1953, 1954, 1955, and 1956. 

The petitioner represents that the respondent committed the aforesaid viola- 
tions in the following manner, to wit: 

7. For each calendar year 1950 through 1956, the respondent has wrongfully 
included in its valuation, upon which it has computed the 7% dividend permitted 
by paragraph III of the Judgment, the valuation of common-carrier property 
used by the respondent but not owned by it, whereas the Judgment specifically 
requires the 7% dividend be computed upon the valuation of property “owned 
and used” by the respondent for common-carrier purposes. 

8. It did so in its latest i. e., its second revised, report to the Attorney General 
for the calendar year 1950 (Exhibits C and C-—1, attached hereto), submitted 
April 6, 1953, with the result that its reported 7% permissible dividend wrong- 
fully included $17,105.41, being 7% of the valuation of common-carrier property 
used by the respondent but not owned by it. (I. C. C. Valuation Docket 1330 
[1949 Report], 52 I. C. C. Valuation Report 250.) The respondent’s earnings 
in that year from transportation and other common-carrier services fell short 
of its reported permissible 7% dividend by the sum of $1,117,610, and it reported 
this sum (including the aforesaid sum of $17,105.41) as an allowable dividend, not 
earned, and therefore payable within any one or more of the next succeeding 
three year, as provided in paragraph III (d) of the Judgment. 

9. It did so in its revised report to the Attorney General for the calendar 
year 1951 (Exhibits C and C-2, attached hereto), submitted April 6, 1953, with 
the result that its reported 7% permissible dividend wrongfully included 
$16,635.15, being 7% of the valuation of common carrier property used by the 
respondent but not owned by it. (I. C. C. Valuation Docket 1330 [1950 Report], 
52 I. C. C. Valuation Report 259.) In that year also, the company’s earnings 
from transportation and other common carrier services fell short of its reported 
7% dividend by the sum of $131,445 and it reported this sum (including the 
aforesaid sum of $16,635.15) as an allowable dividend, not earned, and there- 
fore payable within any one or more of the next succeeding three years as pro- 
vided in paragraph III (d) of the Judgment. It also continued in this report 
to report the amount of the unearned dividend for the calendar year 1950 
(including the amount wrongfully computed on the basis of common carrier 
property used but not owned by it) as an allowable dividend unearned. (See 
paragraph 8 supra.) 

10. It did so in its revised report to the Attorney General for the calendar 
year 1952 (Exhibits D and D-1, attached hereto), submitted March 30, 1954, 
with the result that its reported 7% permissible dividend wrongfully included 
$13,233.78, being 7% of the valuation of common carrier property used by the 
respondent but not owned by it. (1. C. C. Valuation Docket 1330 [1951 Report], 
53 I. C. C. Valuation Report 739.) 

This year the respondent’s earnings from transportation and other common 
carrier services exceeded its reported 7% permissible dividend by the sum of 
$1,701,802. However, it paid no dividend ; instead, it retained, as amounts earned 
and withheld (and therefore payable at any subsequent time as provided in 
paragraph III (c) of the Judgment) the amount of its reported current per- 
missible dividend and the amount of its unearned reported permissible dividends 
for the calendar years 1950 and 1951. 

Thus, as of the time of this report, the sum which the respondent reported as 
allowable dividends earned or withheld, included the sums of $17,105.41, $16,- 
635.15 and $13,233.78 (being the amounts which the respondent had wrongfully 
computed as permissible dividends for the calendar years 1950, 1951 and 1952 
on the basis of the valuation of common carrier property used by the respondent 
but not owned by it) which totaled $46,974.34. 
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11. It did so in its report to the Attorney General for the calendar year 1953 
(Exhibits D and D-2, attached hereto), submitted March 30, 1954, with the 
result that its reported 7% permissible dividend wrongfully included $13,195.28, 
being 7% of the valuation of common carrier property used by the respondent 
but not owned by it. (Valuation of common carrier property attached to re- 
spondent’s annual report [Exhibit D-2] and I. C. C. Valuation Docket 1330 
[1952 Report], 54 I. C. C. Valuation Report 123.) 

This year again the respondent’s earnings from transportation and other 
common carrier services exceeded its reported 7% permissible dividend. Al- 
though the respondent paid a dividend this year, it did not pay the full reported 
7% permissible dividend but retained the greater part of the money as a sum 
earned and withheld (and payable at any subsequent time as provided in para- 
graph III (c) of the Judgment). Thus, as of this time the respondent was 
wrongfully retaining as allowable dividends, earned and withheld (and pay- 
able at any subsequent time), the total amount of $60,169.62 (being for each 
of the calendar years 1950 through 1953, 7% of the valuation of common carrier 
property used by the respondent during each of those years but not owned 
by it). 

12. It did so in its report to the Attorney General for the calendar year 1954 
(Exhibits E and E-1, attached hereto), submitted April 1, 1955, with the result 
that its reported 7% permissible dividend wrongfully included $12,786.27, being 
7% of the valuation of common carrier property used by respondent but not 
owned by it. (Valuation of common carrier property attached to respondent’s 
report [Exhibit E-1], and I. C. C. Valuation Docket 1330 [1953 Report], notice 
mailed February 23, 1955). 

This year the respondent’s earnings from transportation and other common 
earrier services failed by the amount of $276,787 to equal its reported permis- 
sible dividend. The respondent thus reported that sum (which wrongfully in- 
cluded the $12,786.27 computed on the basis of the valuation of property used 
but not owned) as an amount unearned and therefore payable within any one 
or more of the next succeeding three years as provided in paragraph III (d) 
of the Judgment. 

But in this report the respondent continued to report a large sum as allowable 
dividends, earned and withheld, in which was contained the amount of the 
dividends wrongfully computed on the basis of the valuation of common carrier 
property used but not owned by the respondent totaling $60,169.62. (See para- 
graph 11, supra.) 

13. It did so in its report to the Attorney General for the calendar year 1955 
(Exhibits F and F-1, attached hereto), submitted April 2, 1956, with the result 
that its reported permissible 7% dividend wrongfully included $13,548.11, being 
7% of the valuation of common carrier property used by respondent but not 
owned by it. (Valuation of common carrier property attached to respondent's 
report [Exhibit F-1] and I. C. C. Valuation Docket 1330 [1954 Report], notice 
mailed January 17, 1956). 

This year the respondent’s earnings from transportation and other common 
carrier services exceeded its reported permissible 7% dividend. However, the 
respondent paid no dividend but reported that it was retaining the amount of the 
reported permissible 7% dividend (containing the 7% wrongfully computed on 
the basis of the valuation of property used but not owned) as an allowable divi- 
dend earned and withheld (and therefore payable at any subsequent time as 
provided in paragraph III (c) of the Judgment). 

In this report likewise the respondent continued to report a large sum as 
allowable dividends, earned and withheld, in which was contained the amount 
of the dividends wrongfully computed from 1950 through 1954 on the basis of the 
valuation of property used but not owned by the respondent, totaling $60,169.62. 
(See paragraph 12 supra.) And in addition the respondent reported the cur- 
rent year’s dividend as earned and withheld, including the aforesaid sum of 
$13,543.11 wrongfully computed on the basis of the valuation of property used 
but not owned, or a total of $73,712.73. 

In addition, the respondent continued to report the amount of the unearned 
dividend for 1954 (including $12,786.27 wrongfully computed on the basis of the 
valuation of property used but not owned) as an allowable dividend payable in 
any one of the three calendar years succeeding 1954 as provided in paragraph 
ITI (d) of the Judgment. 

14. It did so in its report to the Attorney General for the calendar year 1956 
(Exhibits G and G-—1, attached hereto), submitted April 1, 1957, with the result 
that its reported permissible 7% dividend wrongfully included $14,027.79, being 
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7% of the valuation of common carrier property used by respondent but not 
owned by it. (Valuation of common carrier property attached to respondent’s 
report [Exhibit G-1] and I. C. C. Valuation Docket 1330 [1955 Report], notice 
mailed January 7, 1957.) 

This year the respondent’s earnings from transportation and other common 
carrier services exceeded the reported permissible 7% dividend by $1,450,706. 
The respondent applied part of this excess to the unearned dividend for the 
calendar year 1954. 

From the total sum of 

(A) All amounts which the respondent had throughout the previous years 
retained as allowable dividends, earned and withheld, i. e., $9,625,947 (which 
included the sum of $73,712.73, which the respondent had wrongfully com- 
puted as permissible dividends for each of the calendar years 1950 through 
1955 on the basis of the valuation of common carrier property used by the 
respondent but not owned by it) ; and 

(B) The amount of the reported permissible 7% dividend for the calendar 
year 1956, i. e., $8,610,931 (which included the sum of $14,027.79, being the 
part of the dividend wrongfully computed by the respondent on the basis of 
the valuation of common carrier property used by the respondent but not 
owned by it) ; and 

(C) The amount of $276,787, being the unearned dividend for the calendar 
year 1954 (which included the sum of $12,786.27, being the part of the divi- 
dend wrongfully computed by the respondent on the basis of the valuation 
of common carrier property used by the respondent but not owned by it) ; 

all of which totalled $18,513,665, the respondent paid a dividend to its shipper- 
owner of $18,000,000, leaving a balance, earned and withheld, of $513,665. How- 
ever, the sum of $513,665 includes the amounts which were wrongfully included 
as permissible dividends for the calendar years 1950 through 1956 (being wrong- 
fully computed on the basis of the valuation of property used by the respondent 
but not owned by it), totaling $100,526.79, and this amount the respondent has 
wrongfully failed to transfer to the surplus account as required by paragraph 
V of the Judgment. 
PRAYER 


Wherefore, the petitioner requests the Court to: 

1. Issue an order directing the respondent, The Texas Pipe Line Company, to 
appear before this Court at a time to be fixed in such order to show cause why 
it should not be judged in civil contempt of this Court. 

2. Issue an order directing the respondent to transfer to the surplus account, 
as required by paragraph V of Judgment, the sum of $100,526.79 (being the 
earnings which the respondent has reported to the Attorney General as being 
credited to its shipper-owner as “Allowable Dividends—Earned and Withheld” 
for the calendar years 1950 through 1956 in excess of the amounts permitted to 
be credited, granted, paid, or given by paragraph III of the Judgment) and di- 
recting the respondent to deduct this amount from the category of “Allowable 
Dividends—Earned and Withheld.” 

3. Issue an order directing the respondent in the future to compute its ship- 
per-owner's allowable dividend on the basis only of property ‘“‘owned and used” 
by the respondent for common carrier purposes. 

4, Order such other, further, and different relief as the nature of the case 
may require and the Court may deem just and proper. 

Date: 

Victor R. HANSEN, 

Assistant Attorney General. 
ALFRED KARSTED. 
WILLIAM D. KILcore, Jr. 
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IN THE UNITED STATES DISTRICT COURT FOR THE DISTRICT OF 
COLUMBIA 


CIVIL ACTION NO. 14060 


UNITED STATES OF AMERICA, PLAINTIFF, V. THE ATLANTIC REFINING COMPANY, ET 
AL., DEFENDANTS 


DISTRICT OF COLUMBIA, 88: 


AFFIDAVIT IN SUPPORT OF PETITION 


ALFRED KARSTED, being duly sworn, deposes and says: 

That I am an attorney employed by the Antitrust Division of the Department 
of Justice of the United States. 

That the allegations in the foregoing petition are based upon reports of the 
Texas Pipe Line Company submitted to the Attorney General of the United States 
pursuant to Paragraph VIII of the Final Judgment entered in the above cause. 

That from the information obtained from the foregoing sources I believe that 
the matters set forth in the foregoing petition are true and correct to the best of 
my knowledge and belief. 


Subscribed and sworn to before me this —— day of May 1957. 





7 
Notary Public. 
My commission expires 


IN THE District CourT OF THE UNITED STATES FOR THE DISTRICT OF COLUMBIA 
Civil Action No. 14060 


United States of America, plaintiff, v. The Atlantic Refining Company; Cities 
Service Company; Consolidated Oil Corporation; Continental Oil Company; 
Gulf Oil Corporation; Humble Oil & Refining Company ; Mid-Continent Petro- 
leum Corporation; Phillips Petroleum Company; Pure Oil Company; Shelt 
Union Oil Corporation; Skelly Oil Company; Socony-Vacuum Oil Company, 
Incorporated; Standard Oil Company (Indiana); Standard Oil Company 
(Kentucky) ; Standard Oil Company (New Jersey); The Standard Oil Com- 
pany (Ohio); Sun Oil Company; The Texas Company; The Texas Corpora- 
tion; Tide Water Associated Oil Company; Ajax Pipe Line Corporation; Ar- 
kansas Fuel Oil Company; Arkansas Natural Gas Corporation; Arkansas 
Pipeline Corporation; Atlantic Pipe Line Company; Buffalo Pipe Line Cor- 
poration; Carter Oil Company; Cities Service Oil Company (Del.) ; Conti- 
nental Pipe Line Company ; Detroit Southern Pipe Line Company ; Empire Gas 
é& Fuel Company ; Empire Pipeline Company; Great Lakes Pipe Line Company; 
Gulf Refining Company; Humble Pipe Line Company; International Pipe 
Line Company ; Kaw Pipe Line Company; Keystone Pipe Line Company ; Law- 
rence Pipe Line Company ; Magnolia Petroleum Company ; Magnolia Pipe Line 
Company ; Magnolia Pipe Line Company of Illinois; Middlesex Pipe Line Com- 
pany; Oklahoma Pipe Line Company; Pan American Petroleum & Transport 
Company; Pan American Pipe Line Company; Phillips Pipe Line Company; 
Plantation Pipe Line Company; Portland Pipe Line Company; Pure Oil Pipe 
Line Company (Penna.) ; Pure Transportation Company; Shell Pipe Line Cor- 
poration; Sinclair Refining Company; Sohio Pipe Line Company, South- 
eastern Pipe Line Company; Standard Oil Company of Louisiana; Standard 
Oil Company of New Jersey; Standish Pipe Line Company; Stanolind Pipe 
Line Company; The Sun Oil Line Company; Sun Oil Line Company of 
Michigan; Sun Pipe Line Company; Sun Pipe Line Company of Illinois; 
Sun Pipe Line, Inc.; Sun Transportation Company; Susquehanna Pipe Line 
Company; The Teras-Empire Pipe Line Company; The Texas-Empire Pipe 
Line Company of Texas; Texras-New Mexico Pipe Line Company; The Texas 
Pipe Line Company ; The Tide-Water Pipe Company, Limited; Tidal Pipe Line 
Company; Toledo Northern Pipe Line Company; Transit and Storage Com- 
pany; Tuscarora Oil Company, Limited; United States Pipe Line Company; 
Utah Oil Refining Company; Wabash Pipe Line Company; and White Eagle 
Pipe Line Company, Inc., defendants 
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The United States of America, by Edward M. Curran, its attorney for the Dis- 
trict of Columbia, acting under the direction of the Attorney General, brings this 
complaint against the above-named defendants and alleges: 

1. The following defendants, hereinafter referred to as the “defendant shipper- 


” 


owners,” or 


“defendant common carriers,” 


depending upon the character of rela- 


tionship of each to common carrier pipelines, are duly organized and existing 
under the laws of the respective States and have their principal places of busi- 
ness and are affiliated with other defendants as indicated in the following table: 


Name of corporation 


The Atlantic Refining Company-.-- 
Cities Service Company -. 
Consolidated Oil Corporation... 
Continental Oil Company. .- 
Gulf Oil Corporation _ - - .- 4 
Humble Oil & Refining Company -- 
Mid-Continent Petroleum Corporation. 
Phillips Petroleum Company- a 
Pure Oil Company... 
Shell Union Oil Corporation _. 
Skelly Oil Company-.. 
Socony-Vacuum Oil 
rated. 
Standard Oil Company (Indiana) -....--.-.- 
Standard Oil Company (Kentucky) -- 
Standard Oil Company (New Jersey) -.- 
The Standard Oil Company (Ohio) ---- 
Sun Oil Company eats ‘4 
The Texas Company - TELAT: 3S ai 
The Texas Corpor: ition - 
Tide Water Associated Oil Company. 


Company, Incorpo- 





Ajax Pipe Line Corporation..........----- 
Arkansas Fuel Oil Company 
Arkansas Natural Gas Corporation. -- 
Arkansas Pipeline Corporation 
Atlantic Pipe Line Company 
Buffalo Pipe Line Corporation 
Carter Oil Company 


Cities Service Oil Company (Del.)-_--- ne 
Continental Pipe Line Company. ---- aa 
Detroit Southern Pipe Line Company-----.- 


Empire Gas & Fue] Company 
Empire Pipeline Company 


Great Lakes Pipe Line Company “ 


Gulf Refining Company. 
Humble Pipe Line Company 
International Pipe Line Company 


| 
Kaw Pipe Line Company 
Keystone Pipe Line Company 
Lawrence Pipe Line Company 
Magnolia Petroleum Company 
Magnolia Pipe Line Company. : 
Magnolia Pipe Line Company of Illinois__. 
Middlesex Pipe Line Company--_- ; 
Oklahoma Pipe Line Company. 
Pan American Petroleum & 
Company. 
Pan American Pipe Line Company. 
Phillips Pipe Line Company-..----- 





Transport 


Plantation Pipe Line Company..._- 


Portland Pipe Line Company-.-- 


|) Consolidated... __ | 


State of incor- 
poration 


Abbreviated name 


Atlantic... rm 
Cities Service--.- 
Consolidated. 


Pennsylvania - -. 
Delaware... .- 


New York. 


Continental Delaware. -....-- 
ce Pennsylvania_ -.. 
Humble.. Texas... 
Mid-Continent....| Delaware... -- 
Phillips- Delaware. ..-.- 
Pures... sb bi Ohio... shte 
Shell_. Delaware... 
Skelly... Delaware_.... 
BOOM. sibacsidis New York.....- 
Stanolind_-..--- I ins teem 
Soky-- Kentucky--_- 
Esso... .---| New Jersey...-- 
Sohio..... sone Gees pals wall 
Sun. .----| New Jersey..... 
Texas _ Delaware. ....- 
Texas _ Delaware.....- 
Tide Water-.- Delaware... ' 


A ffiliation 


{Sehio an 
Pure... Delaware. ...... 
E ak | 


Cities Service. - 
Cities Service... 
Cities Service-. 


West Virginia... 
Delaware.....-.- 
e Delaware 


Atlantic PERE conikscuws 
Atlantic... New York...-.. 
Esso - . . West Virginia. 
Cities Service... Delaware........ 


Continental. Delaware 





fe ure. -_- 

Gulf Michigan. -..-.-.. 
(Sun. 2 

Cities Service_....| Delaware____. 
Cities Service. -_. Delaware._.... 
lexas. 1) 

Phillips... 


Mid-Continent 


|}Delaware 


|} Continental 
Cities Service 


' 


| 
Gulf 
| 


Stanolind. ....| Delaware _- 


: Delaware 


Delaware........ 
Humble Texas daeee 
Se contenecank | Montana... 
\t Texas. =< 
4 ies Service... Delaware - 
|| Phillips If 
Atlantic Pennsylvania. . 
Texas. | Delaware- -- 
Socony...-. én Texas... al 
Socony-__- | Texas. | 
Socony. | Illinois. me 
} Sun. New Jersey - 
Esso. ..-.--| Oklahoma... 


| Houston, 


Stanolind.........| Delaware...---.. 
Phillips. --| Delaware........ 
Esso. ... i] 
Shell Delaware... 
\Soky.. | 
| Esso... if eee 


Location of principal 


place of business 


Philadelphia, Pa, 
New York, N. Y. 
New York, N. Y. 
Ponca City, Okla. 
Pittsburgh, Pa, 
Houston, Tex. 
Tulsa, Okla. 
Bartlesville, Okla. 
Chicago, Il. 

New York, N. Y. 
Tulsa, Okla. 

New York, N. Y. 


Chicago, Til. 
Louisville, Ky. 
New York, N. Y. 
Cleveland, Ohio, 
Philadelphia, Pa. 
New York, N. Y. 
New York, N. Y. 
New York, N. Y. 


Tulsa, Okla; 


Shreveport, La. 
Shreveport, La, 
Shreveport, La. 


Phil ES Pa, 
Big Flats, N. Y. 
Tulsa, Olin. 
Bartlesville, Okla. 


Ponca City, Okla, 
Chicago, Ill. 


N. J. 
Okla, 


Jersey City, 
Bartlesville, 


Kansas City, Mo. 


Pittsburgh, Pa. 
Houston, Tex. 
Sunburst, Mont. 


Tulsa, Okla, 


Philadelphia, Ps 
Houston, Tex. 
Dallas, Tex. 
Dallas, Tex 
Dallas, Tex. 
Trenton, N. J. 
Tulsa, Okla. 
Wilmington, Del. 


de 


Tex. 
Bartlesville, Okla. 
Atlanta, Ga. 


Portland, Maine. 
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Name of corporation 


Abbreviated name | State of incor- | Location of principal 





poration place of business 
Pure Oil Pipe Line Company (Penna.) - | Any, 28 ace tess Pennsylvania.. ‘i Chicago, Tl. 
Pure Transportation Company. -- wa Pe eeisisi oti Ohio_-_-. ...-| Chicago, Ill. 
Shell Pipe Line Corporation-_--- | Shell. - ...| Maryland.......| Houston, Tex. 
Sinclair Refining Company- -------.-.---.--- | Consolidated __- | Maine__ . | New York, N. Y. 
Sohio Pipe Line Company-----.-.-.-.------ Sohio..... | Delaware... _--- Cleveland, Ohio. 
Southeastern Pipe Line Company. ..-------- Pure. oy |} Delaware Saas Atlanta, Ga. 
Standard Oil Company of Louisiana........| Esso.........-- | Louisiana... | Baton Rouge, La. 
Standard Oil Company of New Jersey - - Esso... ; | Delaware... -- New York, N. Y. 
Standish Pipe Line Company.-.--- | Phillips. | Delaware... -.- | Bartlesville, Okla. 
Stanolind Pipe Line Company. .-_. .-| Stanolind . Maine... .-- | Tulsa, Okla. 
The Sun Oil Line Company. --| Sun. .-| Ohio.. . | Toledo, Ohio. 
Sun Oil Line Company of Michig: “es Sun. Michigan - - | Detroit, Mich. 
Sun Pipe Line Company. | Sun Texas. ..| Beaumont, Tex. 
Sun Pipe Line Company of Ilinois__- Sun Tllinois Chicago, Il. 
Sun Pipe Line, Inc... . Sun. New York......| Syracuse, N. Y. 
Sun Transportation Company .-| Sun West Virginia Charleston, W. Va. 
Susquehanna Pipe Line Company-. ..| Sun Pennsylvania...| Philadelphia, Pa. 


f Texas. 

\ Cities Serivee-.-.- 
Texas . 

The Texas-Empire Pipe Line Company of |;Tide Water 
Texas. Cities Service... 


[ 
Texas . | 


The Texas-Empire Pipe Line Company. } Delaware Tulsa, Okla. 


Delaware......- Tulsa, Okla. 


| Tide Water 
Cities Service 
Consolidated 


Texas-New Mexico Pipe Line Company- Delaware - -. Houston, Tex. 


The Texas Pipe Line Company | Texas Texas . .| Houston Tex., 

The Tide-Water Pipe Company, Limited_ lide Water | Pennsylvania Bradford, Pa. 

Tidal Pipe Line Company-.- Tide Water Oklahoma . Tulsa, Okla 

Toledo Northern Pipe Line Company aes : pOhio . Chicago, Tl. 

Transit and Storage Company | Esso Delaware Port Huron, Mich, 
Tuscarora Oil Company, Limited __-- | Esso | Pennsylvania Harrisburg, Pa. 
United States Pipe Line Company | Pure | Pennsylvania Chicago, Ill 

Utah Oil Refining Company-_--- Stanolind | Utah. Salt Lake City, Utah. 
Wabash Pipe Line Company : Pure | Illinois ..| Chicago, Ill 

White Eagle Pipe Line Company, Inc ..| Socony | Kansas... New York, N. Y. 


2. “Defendant common carrier” as used herein means and includes each and 
every defendant which is engaged in the business of transporting in interstate 
commerce crude oil or gasoline or other petroleum products by pipeline whether 
as a separate corporate entity, a pipeline department of one or more defendants, 
or a corporation or partnership in which a defendant, including its subsidiiaries 
and affiliiates, is entitled to participate in the net earnings of such common 
carrier. 

3. “Defendant shipper-owner” as used herein means and includes each and 
every defendant, including its subsidiaries, departments and affiliates, which 
is entitled to participate in net earnings of any defendant common carrier, where 
such defendant or any of its subsidiaries, departments or affiliates ships crude 
oil or gasoline or other petroleup products over the pipelines of any defendant 
common carrier. 

This action is brought under the authority of Section 3 of the Act of 
Congress known as the “Elkins Act,” approved February 19, 1903, 32 Stat. 847, 
848, U. 8. C., Title 49 Sec. 48, to enjoin the defendant common carriers from 
granting refunds, rebates, and offsets against regular tariff charges for the 
interstate transportation of property by pipeline, and from adopting and utilizing 
any scheme or device which results in the failure to observe strictly tariff rates, 
in violation of the provisions of the Interstate Commerce Act, approved Febru- 
ary 4, 1887, as amended, 24 Stat. 379, 380, 381, U. S. C., Title 49 Sec. 6 (7), and 
the “Elkins Act,” as amended, 34 Stat. 587-9, U. S. C., Title 49 Sec. 41; and to 
enjoin the defendant shipper-owners from receiving refunds, rebates, and 
offsets against, and any reductions from, regular tariff charges for the interstate 
transportation of property by pipeline in violation of the provisions of the 
“Elkins Act,” as amended, and to collect from defendant shipper-owners the 
forfeitures authorized by that Act. These Acts of Congress prohibit the granting 
by a common carrier, and the receipt by a shipper, directly or indirectly, by or 
through any means or device whatsoever, of any sum of money or any other 
valuable consideration as a refund, rebate or offset against regular charges paid 
or due for interstate transportation of property, as fixed by the tariffs filed 
with the Interstate Commerce Commission. 
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5. For a long period of time, and particularly since January 1, 1935 up to the 
date of the filing of this complaint, defendant common carriers by pipeline en- 
gaged in the interstate transportation of property, including crude oil, gaso- 
line and petroleum products, under tariffs and concurrences in tariffs duly 
filed by them with the Interstate Commerce Commission, which tariffs pre- 
scribed regular charges for the interstate transportation of such property. Dur- 
ing the above mentioned period of time the defendant shipper-owners, directly 
or indirectly, have individually or jointly owned the greater part of the capital 
stock of the defendant common carriers and have controlled, supervised and 
dominated the management and operations of the defendant common carriers. 
Throughout said period of time the defendant shipper-owners have been and 
now are the principal shippers directly, or through their wholly owned sub- 
sidiaries, over the pipeline systems owned and controlled by them. The defend- 
ant shipper-owners have been shippers at all times over either the pipeline sys- 
tems of the defendant common carriers or the pipeline systems operated as pipe- 
line departments of their integrated organizations. The wholly owned and con- 
trolled subsidiaries of the defendant shipper-owners which ship over the pipelines 
of the defendant common carriers are the alter ego of the controlling defend- 
ant shipper-owners and the acts of shipping over the defendant common carriers 
by such subsidiaries are in truth and in fact the acts of the defendant shipper- 
owners. 

6. During the above described period of time, the defendant shipper-owners 
have delivered directly, and through their wholly owned subsidiaries, to the de- 
fendant common carriers, at various receiving points located throughout the 
United States east of the Rocky Mountains and to other common carrier pipe- 
lines which were parties to joint interstate tariffs with defendant common car- 
riers, crude oil, gasoline and other petroleum products for interstate transpor- 
tation; such property has been transported in interstate commerce by defendant 
common carriers from receiving points in many states of the United States to and 
through those states of the United States and other states of the United States, 
and in connection with other carriers, both common and private, to points in 
those states and other states. The defendant shipper-owners directly, and 
through their wholly owned subsidiaries, paid to the defendant common carriers 
for such interstate transportation of their property tariff charges based on the 
regular tariff rates filed with the Interstate Commerce Commission for the 
transportation of such property. The wholly owned and controlled subsidiaries 
are the alter ego of the defendant shipper-owners and the payments of charges 
to the defendant common carriers by such subsidiaries were in truth and in fact 
payments by the defendant shipper-owners. In those instances where the com- 
mon carrier pipeline systems have been and are operated as a department of a 
defendant shipper-owner or its subsidiary, the regular tariff charges were cred- 
ited or paid to the common carrier pipeline department rather than to a com- 
mon carrier as a separate corporate entity. 

7. During the above described period of time the defendant common carriers 
paid or credited to the defendant shipper-owners, directly and indirectly, and 
they knowingly received and accepted sums of money and other valuable con- 
siderations which were refunds, rebates and offsets from the regular tariff 
charges paid for the transportation of such property, such tariff charges being 
fixed by the schedules of rates contained in the applicable tariffs filed with the 
Interstate Commerce Commission. These refunds, rebates and offsets were 
passed on or credited, directly or indirectly, by the defendant common carriers 
to their defendant shipper-owners under the guise of dividends and earnings, 
the ownership of stock, and the ownership and operation of the common carrier 
pipeline systems as a department by the defendant shipper-owners, being the 
means and devices which resulted in the defendant common carriers granting, 
paying, or crediting to, and the receiving by the defendant shipper-owners, of 
refunds, rebates and offsets. 

8. The ownership and operation of the defendant common carriers by the 
defendant shipper-owners has resulted in the interstate transportation of the 
property of their defendant shipper-owners at net charges which were far less 
than the regular tariff rates filed with the Interstate Commerce Commission, 
thereby nullifying the statutory requirements that all published tariff rates 
shall be strictly observed, and that no common carrier shall refund or remit in 
any manner, or by any device, any portion of the charges collected under regular 
applicable tariffs. 

9. In those instances where the defendant shipper-owners operate common 
carrier pipelines as pipeline departments of their integrated organizations, such 
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direct operation of pipelines by defendant shipper-owners is a mere substitute for 
the devices hereinbefore described. As shippers they receive and retain the dif- 
ferences between the actual costs of operation and the tariff charges paid on the 
basis of the published tariff rates for such transportation. 

Wherefore plaintiff demands: 

(1) That this Court adjudge and decree that the dividends, credits, payments, 
earnings, and other considerations of value paid, granted, or credited to the de- 
fendant shipper-owners by the defendant common carriers and those defendants 
operating pipeline departments, and received or absorbed and retained, directly 
or indirectly, by such defendant shipper-owners under the guise of dividends, 
earnings, credits, or other benefits, in the manner hereinabove described, consti- 
tuted refunds, rebates, offsets, concessions, and discriminations against the regu- 
lar tariff charges applicable to the interstate transportation by pipeline of crude 
oil, gasoline, and other petroleum products in violation of the Interstate Com- 
merce Act and the Hlkins Act; 

(2) That defendant shipper-owners be required to account for the refunds, 
rebates, and offsets received by them and to pay to plaintiff the authorized for- 
feiture of three times the total amount of money and value of other considera- 
tions found by this Court to have been illegally granted, received, absorbed by 
or credited to those defendants from their defendant common carriers, or from 
their departments operating common-carrier pipelines, as refunds, rebates, 
and offsets since January 1, 1935; 

(8) That defendant common carriers and their officers, agents, and servants 
be permanently enjoined from paying, granting, or crediting, directly or indi- 
rectly, by or through any means or device whatsoever, any refunds, rebates, and 
offsets against, and any reductions from, regular tariff charges applicable to 
the interstate transportation of crude oil, gasoline, and other petroleum products 
made over the pipelines operated by them; 

(4) That defendant shipper-owners and their officers, agents, and servants be 
permanently enjoined from soliciting, accepting, absorbing, or receiving, directly 
or indirectly, through or by any means or device whatsoever, any refunds, 
rebates, and offsets against, and any reductions from, regular tariff charges paid 
by them for the interstate transportation of crude oil, gasoline, and other petro- 
leum products over any common carrier by pipeline; 

(5) That this Court adjudge and decree that defendant shipper-owners in 
their dual capacity of common carrier and shipper are violating the Interstate 
Commerce Act and the Elkins Act by receiving refunds, rebates, offsets, conces- 
sions, and discriminations, and by failing strictly to observe the published tariffs 
on interstate shipments of crude oil, gasoline, and other petroleum products made 
over common-carrier pipelines owned or controlled by them: 

(6) That plaintiff have such other and further relief as is just ; 

(7) That plaintiff recover its costs herein. 

UNITED STATES OF AMERICA, 
Epwarp M. CurRAN, 
United States Attorney for the District of Columbia. 

FRANCIS BIDDLE, 

Attorney General. 

THURMOND ARNOLD, 

Assistant Attorney General. 





IN THE Districr CourT OF THE UNITED STATES FOR THE DISTRICT OF COLUMBIA 
Civil Action No. 14060 


United States of America, plaintiff, v. The Atlantic Refining Company; Cities 
Service Company; Consolidated Oil Corporation; Continental Oil Company; 
Gulf Oil Corporation; Humble Oil & Refining Company; Mid-Continent Pe- 
troleum Corporation; Phillips Petroleum Company; Pure Oil Company; Shell 
Union Oil Corporation; Skelly Oil Company; Socony-Vacuum Oil Company, 
Incorporated; Standard Oil Company (Indiana); Standard Oil Company 
(Kentucky) ; Standard Oil Company (New Jersey) ; The Standard Oil Com- 
pany (Ohio); Sun Oil Company; The Texas Company; The Texas Corpora- 
tion; Tide Water Associated Oil Company; Ajax Pipe Line Corporation; 
Arkansas Fuel Oil Company; Arkansas Natural Gas Corporation; Arkansas 
Pipeline Corporation; Atlantic Pipe Line Company; Buffalo Pipe Line Cor- 
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poration; Carter Oil Company; Cities Service Oil Company (Del.); Con- 
tinental Pipe Line Company; Detroit Southern Pipe Line Company; Empire 
Gas & Fuel Company; Empire Pipeline Company; Great Lakes Pipe Line 
Company; Gulf Refining Company; Humble Pipe Line Company; Interna- 
tional Pipe Line Company; Kaw Pipe Line Company; Keystone Pipe Line 
Company; Lawrence Pipe Line Company; Magnolia Petroleum Company ; 
Magnolia Pipe Line Company; Magnolia Pipe Line Company of Illinois; 
Middlesex Pipe Line Company; Oklahoma Pipe Line Company; Pan Ameri- 
can Petroleum & Transport Company; Pan American Pipe Line Company; 
Phillips Pipe Line Company; Plantation Pipe Line Company; Portland Pipe 
Line Company; Pure Oil Pipe Line Company (Penna.) ; Pure Transportation 
Company ; Shell Pipe Line Corporation; Sinclair Refining Company ; Sohio Pipe 
Line Company; Southeastern Pipe Line Company; Standard Oil Company of 
Louisiana; Standard Oil Company of New Jersey; Standish Pipe Line Com- 
pany; Stanolind Pipe Line Company; The Sun Oil Line Company; Sun Oil 
Line Company of Michigan; Sun Pipe Line Company; Sun Pipe Line Company 
of Illinois; Sun Pipe Line, Inc.; Sun Transportation Company; Susquehanna 
Pipe Line Company; The Texas-Empire Pipe Line Company; The Tezras- 
Empire Pipe Line Company of Texas; Texas-New Mevico Pipe Line Company; 
The Texas Pipe Line Company; The Tide-Water Pipe Company, Limited; 
Tidal Pipe Line Company; Toledo Northern Pipe Line Company; Transit and 
Storage Company ; Tuscarora Oil Company, Limited; United States Pipe Line 
Company; Utah Oil Refining Company; Wabash Pipe Line Company; and 
White Eagle Pipe Line Company, Inc., defendants 


FINAL JUDGMENT 


The plaintiff, United States of America, having filed its complaint herein 
on December 23, 1941; all the defendants having appeared generally and sev- 
erally filed their answers to such complaint denying the substantive allegations 
thereof; all parties hereto by their respective attorneys herein having severally 
consented to the entry of this final judgment herein without trial or adjudica- 
tion of any issue of fact or law herein and without adinission by any party in 
respect of any such issue and in final settlement of all claims herein in issue; 

Wherefore It Is Ordered, Adjudged, and Decreed in compromise and in final 
settlement of all money claims herein in issue, including claims for penalties, 
damages, and forfeitures, as follows: 

I. That the Court has jurisdiction of this cause of action, of the subject mat- 
ter hereof, and of all the parties hereto. 

II. For the purposes of this judgment when hereinafter used : 

“Defendant common carrier” shall mean and include each and every common 
earrier engaged in the business of transporting crude oil or gasoline or other 
petroleum products in interstate commerce by pipeline which is or may be (a) 
a defendant, or (b) the successor of a defendant, or (c) the subsidiary of a 
defendant, or (d) a pipeline department of one or more defendants, or (e) a 
corporation, some or all of whose stock is owned by a defendant, or the suc- 
cessor or subsidiary of a defendant, or (f) owned or operated in such a manner 
that a defendant, its successor or subsidiary shall be entitled to participate in its 
net earnings. 

“Shipper-owner” shall mean and include each defendant and its affiliates 
where such defendant or any of its affiliates ships crude oil or gasoline or other 
petroleum products by pipeline of any defendant common carrier and either 
the defendant or any one of its affiliates is entitled to participate in the net 
earnings of the defendant common carrier. 

“Affiliates” shall mean and include successors and subsidiaries of any de- 
fendant, the parent of any defendant, and the subsidiaries of any such parent, 
and such other persons, groups, or corporations so related as to in effect control 
or to be controlled by any defendant. 

“Petroleum products” shall not mean or include natural gas. 

III. No defendant common carrier shall credit, give, grant, or pay, directly 
or indirectly, through or by any means or device whatsoever, to any shipper- 
owner in any calendar year, commencing as of January 1, 1942, any earnings, 
dividends, sums of money or other valuable considerations derived from trans- 
portation or other common carrier services which in the aggregate is in excess 
of its share of seven percentum (7%) of the valuation of such common carrier’s 
property, if such common carrier shall have transported during said calendar 
year any crude oil, or gasoline, or other petroleum products for said shipper- 
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owner, but shall be permitted (insofar as the Interstate Commerce and Elkins 
Acts are concerned) to credit, give, grant, or pay said percentum. 

(a) Valuation as herinabove used shall mean the latest final valuation of 
each common carrier’s property owned and used for common carrier pur- 
poses as made by the Interstate Commerce Commission. To the latest final 
valuation of the commission shall be added the value of additions and better- 
ments to the common carrier property made after the date of such latest 
final valuation, and from this sum shall be deducted appropriate amounts 
for physical depreciation on, and retirements of, cOmmon carrier property, 
computed by the carrier as of the close of the next preceding year, in 
accordance with the methods used by the Interstate Commerce Commission 
in bringing valuations down to date, the classifications of property to con- 
form to the uniform system of accounts for pipelines prescribed by the 
Interstate Commerce Commission. Such valuation shall not include the 
value of the common carrier facilities acquired through the investment of 
excess earnings transferred to and withdrawn from the surplus account 
as provided in paragraph V hereof. 

(b) In event the Interstate Commerce Commission has not determined 
the final valuation of the property owned and used for common carrier 
purposes by any common carrier, and until such time as the Interstate 
Commerce Commission has determined the final valuation of such common 
earrier’s property, the valuation shall be determined by the common carrier 
and shall be based upon the records and accounts of the carrier kept in 
accordance with the accounting methods set forth in the Uniform System of 
Accounts for Pipe Lines prescribed by the Interstate Commerce Commis- 
sion. To this determination of valuation by the common carrier shall be 
added the value of additions and betterments to the common carrier prop- 
erty made after the date of such determination, and from this sum shall 
be deducted appropriate amounts for physical depreciation on, and retire- 
ments of, common carrier property, computed as of the close of the next 
preceding year, in accordance with the Uniform System of Accounts for 
Pipe Lines prescribed by the Interstate Commerce Commission. Such de- 
termination of valuation shall not include the value of the common carrier 
facilities acquired through the investment of excess earnings transferred 
to and withdrawn from the surplus account, as provided in paragraph 
V hereof. 

(c) Any amounts permitted to be credited, granted, paid or given dur- 
ing any calendar year as hereinabove provided, if earned and withheld, 
may be credited, granted, paid or given at any time thereafter in addition 
to credits and payments permitted during such subsequent years, unless 
(i) such earned and withheld sums shall have been invested in common 
carrier facilities and (ii) included in valuation as above defined. 

(d) Any amounts permitted to be credited, granted, paid or given 
during any calendar year as hereinbefore provided, if not earned, may 
be credited, granted, paid or given within any one or more of the next 
succeeding three years, in addition to credits and payments permitted 
during each such subsequent year. 

IV. No shipper-owner shall solicit, accept or receive, directly or indirectly, 
through or by any means or device whatsoever, from any defendant common 
-arrier any sums of money or other valuable considerations which said defend- 
ant common carrier is prohibited from granting, crediting, paying, or giving 
by the provisions of paragraph III hereof. 

V. Commencing January 1, 1942, each defendant common earrier shall 
retain (except as hereinafter provided) net earnings derived from transporta- 
tion or other common carrier services in excess of the amounts permitted to 
be credited, granted, paid or given by paragraph III hereof and transfer such 
excess earnings to the surplus account within 90 days after the end of each 
calendar year. The said excess earnings shall be transferred to the surplus 
account as a separate item therein and in such a form as to be readily identi- 
fiable. The excess earnings thus transferred to the surplus account may be 
used by the defendant common carrier for extending existing or constructing 
or acquiring new common carrier facilities, for maintaining normal and reason- 
able working capital requirements during the current calendar year, and for 
retiring of any debt oustanding at the time of the entry of this judgment and 
decree, provided, however, that such debt or refunded debt was originally in- 
curred for the purpose of, and the proceeds thereof expended in, constructing 
or acquiring common carrier property. In case of the dissolution, sale transfer 
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or divorcement of any defendant common carrier, any retained portion of the 
surplus account may be disbursed to stockholders of the corporation which 
owns and controls the defendant common carrier at that time. 

VI. In the event a shipper-owner or defendant common carrier should know- 
ingly violate the provisions of paragraphs III or IV hereof, then and in such 
event, upon proof of such violation on hearing after notice, and in lieu of any 
and all other remedies or proceedings for the enforcement hereof, the United 
States may have judgment entered in this cause against the recipient of any 
sums, the payment of which is prohibited by this judgment, for three times the 
amount by which the sum received exceeds the amount permitted by this judg- 
ment to be granted, credited, given, or paid to such recipient. 

VII. This judgment shall not in any manner (1) limit or qualify in any way 
the right of any party to introduce in the case of United States of America v. 
American Petroleum Institute, et al., now pending in the District Court for the 
District of Columbia, or in any other proceeding, civil or criminal, brought under 
the antitrust laws, competent evidence otherwise admissible relating to the 
construction, operation, maintenance, use, or distribution of pipelines or other 
means of transportation owned, operated, or controlled by the defendants herein, 
or with respect to the investment in, valuation of, benefits derived from owner- 
ship of or interest in, or rate of return upon, said pipelines or other methods of 
transportation, or (2) limit, restrict, enlarge, or control in any way the right 
of the United States in the case of United States of America v. American Petro- 
leum Institute, et al., or in any other proceeding brought under the antitrust 
laws to obtain from the Court such relief, including sale, divorcement, or any 
other kind of rearrangement with respect to pipelines or any other means of 
transportation now or hereafter owned, operated, or controlled by the defendants 
herein, as the Court deems proper. 

VII. Bach defendant common carrier shall render a report to the Attorney 
General of the United States not later than the 15th day of April of each year, 
showing for the preceding calendar year: the valuation used as earnings basis; 
total earnings available for distribution to owners or stockholders ; earnings, divi- 
dends, payments, or benefits credited, paid, granted, or given to all stockholders 
or owners; and amounts of money transferred to or withdrawn from the sur- 
plus retained pursuant to paragraph V hereof. 

IX. This judgment shall not be construed to restrict, limit, or enlarge any 
right, privilege, or exemption granted to any pipeline corporation or its stock- 
holders (a) by the provisions of the Act of Congress approved July 30, 1941, en- 
titled “An Act to Facilitate the Construction, Extension, or Completion of Inter- 
state Petroleum Pipe Lines related to National Defense”, or (b) by the terms of 
any proclamation of the President of the United States issued pursuant to said 
Act of July 30, 1941. 

X. The jurisdiction of this case is retained for the purpose of enabling any of 
the parties to this judgment to apply to the Court at any time for such further 
orders and directions as may be necessary or appropriate in relation to the con- 
struction of or carrying out of this judgment, for the modification hereof upon 
any ground, and for the enforcement of compliance herewith in the manner set 
forth above. No future modification hereof shall impose any liability upon any 
defendant for any act or conduct performed prior to the date of such modification, 
in excess of the liability imposed by paragraph VI hereof. 

This 23rd day of December 1941. 

DAvip A, PINE, Justice. 


We hereby consent to the entry of the foregoing final judgment. 
For the Plaintiff : 
FRANCIS BIDDLE, 
Attorney General. 
THURMAN ARNOLD, 
Assistant Attorney General. 
EDWARD M. CuRRAN, 
United States Attorney. 
For the Defendants: 
CHARLES I. THOMPSON, 
R. GRANVILLE Curry, 
Attorneys for The Atlantic Refining Company, Atlantic Pipe Line 
Company, Buffalo Pipe Line Corporation, and Keystone Pipe 
Line Company. 
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GEORGE F’. SHEA, 
CHARLES FE. GATELY, 

Attorneys for Cities Service Company, Empire Gas and Fuel 
Company, Arkansas Natural Gas Corporation, Cities Service 
Oil Company (Del.), Empire Pipeline Company, Arkansas Fuel 
Oil Company, and Arkansas Pipeline Corporation. 

GRATTAN T. STANFORD, 
JAMES W. REID, 
PATRICK J. HURLEY, 
RIcHARD D. SOWDER, 

Attorneys for Consolidated Oil Corporation, and Sinclair Refining 

Company. 
Dan Moopy, 
JAMES J. COSGROVE, 
WILLIAM G. FEELY, 

Attorneys for Continental Oil Company, Great Lakes Pipe Line 

Company, and Continental Pipe Line Company. 
WALTER D. CALDWELL, 
CLARENCE M, CHAREST, 
ARCHIE D. GRay, 
DAVID PROCTOR, 
JOHN E. GREEN, Jr., 

Attorneys for Gulf Oil Corporation, Gulf Refining Company, and 

Southeastern Pipe Line Company. 
E. E. TOWNEs, 
NELSON JONES, 
HOMER HENDRICKS, 

Attorneys for Humble Oil and Refining Company, and Humble 

Pipe Line Company. 
J.C. Denton, Tulsa, Okla. 
R. H. Wii1I1s, Tulsa, Okla. 
ALBERT A. JONES, 

National Press Bidg., Wash., D. C., Attorneys for Mid-Continent 

Petroleum Corporation. 
R. L. Foster, 
Don EMERY, 
CovVINGTON, BURLING, RUBLEE, ACHESON & SHORB, 
By Howarp C. WESTWOOD, 

Attorneys for Phillips Petroleum Company, Phillips Pipe Line 

Company, Standish Pipe Line Company. 
THOMAS FLETCHER, 
Ezra BRAINERD, Jr., 
VINSON, ELKINS, WEEMS, & FRANCIS, 

Attorneys for Pure Oil Company, Pure Oil Pipe Line Company 
(Penna.), Pure Transportation Company, United States Pipe 
Line Company, Wabash Pipe Line Company, Detroit Southern 
Pipe Line Company, and Toledo Northern Pipe Line Company. 

ALVIN F. MoLony, 
WILLIAM J. NEALE, 

Attorneys for Skelly Oil Company. 
GEORGE ROGERS, 
GARDNER, Morrison, Rocers & MCGUIRE, 
Cyrus S. GENTRY, 

Attorneys for Shell Union Oil Corporation and Shell Pipe Line 
Corporation. 

FEORGE V. Horton, 
DoNALD H. McLEAN, Jr., 

Attorneys for Socony-Vacuum Oil Company, White Hagle Pipeline 
Company, Inc., Magnolia Petroleum Company, Magnolia Pipe- 
line Company, and Magnolia Pipeline Company of Illinois. 

3UELL F. JONEs, 
Louis G. CALDWELL, 
Attorneys for Standard Oil Company (Indiana). 
DoNALD CAMPBELL, 
Louis G. CALDWELL, 
Attorneys for Stanolind Pipe Line Company. 
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BurRTON W. MUSSER, 
Louis G. CALDWELL, 
Attorneys for Utah Oil Refining Company. 
THOMAS KE. SUNDERLAND, 
Louis G. CALDWELL, 
Attorneys for Pan American Petroleum and Transport Company, 
and Pan American Pipe Line Company. 
CHARLES G. MIDDLETON, 
CARROLL L. BEEDY, 
WARREN MAGEE, 
Attorneys for Standard Oil Company (Kentucky). 
CovINGTON, BURLING, RUBLEE, ACHESON & SHORB, 

Attorneys for Standard Oil Company (New Jersey), Carter Oil 
Company, Tuscarora Oil Company, Ltd., Plantation Pipe Line 
Company, Portland Pipe Line Company, Transit and Storage 
Company, Oklahoma Pipe Line Company, Standard Oil Com- 
pany of Lowisiana, and Standard Oil Company of New Jersey. 

WILLIAM A. MCAFEE, 
AxspoT P. MILLs, 

Attorneys for The Standard Oil Company (an Ohio Corporation), 

and Sohio Pipe Line Company. 
JOHN F. GREENEY, 
Peprer Bopine STOKES & ScCHOOH, 
Morrett & ROTH, 

Attorneys for Sun Oil Company, Sun Pipe Line Company, 
Sun Pipe Line Company of Illinois, Susquehanna Pipe Line 
Company, Middlesex Pipe Line Company, The Sun Oil Line 
Company, Sun Pipe Line, Inc., and Sun Oil Line Company of 
Michigan. 

Harry T. KLEIN, 
GrEoRGE W. Ray, Jr., 
WILLIAM J. NEALE, 

Attorneys for The Texas Corporation, International Pipe Line 
Company, Kaw Pipe Line Company, Lawrence Pipe Line Com- 
pany, The Texas Company (Delaware), The Texas-Empire Pipe 
Line Company, The Texas-Empire Pipe Line Company of Texas, 
Texas-New Mewxico Pipe Line Company, and The Texas Pipe 
Line Company. 

JosEePH P. TUMULTY, Jr., 
TUuMULTY & TUMULTY, 
Attorneys for Tide Water Associated Oil Company, The Tide- 
Water Pipe Company, Ltd., and Tidal Pipe Line Company. 
WILLIAM A. MCAFEE, 
Aspsot P. MILLs, 
Attorneys for Ajax Pipe Line Corporation. 





IN THE DISTRICT COURT OF THE UNITED STATES FOR THE 
DISTRICT OF COLUMBIA 


Civil Action No. 14,060 


United States of America, plaintiff, v. The Atlantic Refining Company, et al., 
defendants 


PETITION OF GREAT LAKES PIPE LINE Company Firep AveGust 3, 1942, anp 
ORDERS THEREON ENTERED AvuGuST 3, 1942 


PETITION 


To the Honorable the Justices of the District Court of the United States for the 
District of Columbia: 
The petition of the defendant Great LAKes PiPe Ling ComPAny, by its attor- 
neys, respectfully alleges and shows to the Court: 
1. That your petitioner is a corporation duly organized and existing under and 
by virtue of the laws of the State of Delaware, with its principal office in Bry- 
ant Building, Kansas City, Missouri, and is a defendant common carrier as 
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defined in Paragraph II of the final judgment entered in this cause on the 23rd 
day of December 1941. 

2. That your petitioner has an authorized capital stock of 200,000 shares with- 
out par value, of which 137,223 shares are at present issued and outstanding, 
the capital with respect to said outstanding shares being 13,722,300. That said 
outstanding shares are Owned by the following defendants in the amounts set 
opposite their respective names: 


Number 

Name of owner: of shares 
nS UTR isin cis sts tin es eines sp ing I omg nionee 40, 035 
Mid-Continent Petroleum Corporation_...._....----_---..------- 26, 016 
I es Se i chk 5. Bs deecethctens hdscigiip ein thnad aaitipnioeS ecimappenian tin 19, 508 
here anime ta Ri bakes te 16, 665 
IU le kc cance lin is elena doen cnias nications 13, 015 
IRAN | TCE OME TON nu, ct thal cs ein pinreinicamencnmanue 8, 064 
RCA Comer Aen Re a ithe ane nesii~neeee 7, 073 
nS, SOLON A UNIO i citric cen niedeten 4d bwatengennnen 6, 847 
Re aiclde clea pS attr tiscinsitea se aaa cimiaie eminem decried aioe 137, 223 


That all of the above-named defendants are shipper-owners with respect to your 
petitioner as defined in Paragraph II of said final judgment. 

8. (a) That your petitioner intends to reduce its capital, pursuant to the laws 
of the State of Delaware, from said sum of $13,722,300, to $2,470,014, and to 
change and reclassify its capital stock so that each of the 137,223 outstanding 
shares of capital stock without par value and each of the 62,777 shares of capital 
stock without par value, authorized but not issued, shall be reclassified and 
changed into 3 shares of Common Stock of the par value of $6.00 per share, and 
the total authorized capital stock of your petitioner will consist of 600,000 
shares of Common Stock of the par value of $6.00 per share, of which 411,669 
shares will be and remain outstanding and 188,331 shares will be authorized and 
unissued; and that your petitioner intends that the amount of such reduction 
in capital, namely $11,252,286, shall be credited to capital surplus. 

(b) That contemporaneously with such change and reclassification of its cap- 
ital stock, your petitioner intends to issue its fifteen-year debentures in the 
aggregate principal amount of $12,000,000 maturing on the fifteenth day of 
June 1957, and bearing interest at the rate of 344% per annum; that the inden- 
ture under which said debentures are to be issued will provide for a sinking 
fund calling for the payment by your petitioner of $400,000 in each six months’ 
period, while said debentures are outstanding, to be applied to the retirement of 
debentures without premium; that the amount of such sinking fund will retire 
the entire issue of debentures by maturity; and that said indenture will like- 
wise provide that the debentures may be redeemed as a whole or in part prior 
to maturity at the option of your petitioner at a stated schedule of premiums 
and that the entire principal amount of debentures outstanding may be de- 
clared due and payable upon the happening of certain events of default. 

(c) That forthwith upon the issuance and sale of said $12,000,000 principal 
amount of debentures, your petitioner intends to apply the proceeds thereof to 
make a distribution of $11,252,286 out of capital surplus to its shipper-owner 
stockholders named above, and to utilize the balance of such proceeds for addi- 
tional working capital or other corporate purposes. 

4. That your petitioner intends to make the sinking fund payments and to 
pay interest on and the principal (including premium, if any) of the debentures 
when the same shall become due upon maturity, call for redemption, acceler- 
ation or otherwise, from any funds of your petitioner and from whatever source 
derived. That your petitioner agrees, however, 

(a) that the amount of earnings, which under Paragraph ITI of said final 
judgment would otherwise be permitted to be distributed in the payment of 
dividends in any calendar year by your petitioner to its shipper-owners, 
shall be reduced by an amount equal to the shipper-owners’ proportion of 
any amounts accrued for interest on said debentures in such calendar year; 
and that if in any calendar year the amount so otherwise distributable by 
the petitioner to its shipper-owners is less than an amount equal to the 
shipper-owners’ proportion of the interest accrued in such calendar year on 
said debentures the deficiency will be deducted from the amount of earn- 
ings permitted to be distributed under said Paragraph III in the payment 
of dividends to shipper-owners in subsequent calendar years before any such 
dividends shall be paid to shipper-owners ; and 
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(b) that if at any time all payments theretofore made on account of prin- 
cipal of the debentures (including sinking fund and premium, if any) shall 
exceed the amount of all depreciation charged against earnings since Decem- 
ber 31, 1941 (the current annual depreciation charges of your petitioner 
being approximately $1,150,000), earnings of the petitioner otherwise per- 
mitted to be distributed thereafter to shipper-owners under Paragraph III 
of said final judgement will be reduced to the extent of an amount equal 
to the shipper-owners’ proportion of the amount of such excess; 

(c) that if in any calendar year the earnings of your petitioner shall be 
insufficient to cover all its operating expenses, determined in accordance 
with generally accepted principles of accounting, including depreciation, 
and the interest charges on the debentures, such deficit (but only to an 
amount no greater than the total of the sinking fund and interest require- 
ments on the debentures for such calendar year), will, to the extent of an 
amount equal to the shipper-owners’ proportion of such deficit, be carried 
to a special deficit account, and your petitioner will not thereafter dis- 
tribute dividends to its shipper-owners until such deficit account is elim- 
inated (i) through transfers from any earnings of your petitioner (deter- 
mined as above but before depreciation or interest charges on the deben- 
tures), accruing subsequent to the establishment of said special deficit 
aceount, but only to the extent that such deficit account was created by 
failure to earn an amount equal to the amount of the depreciation equiva- 
lent to sinking fund requirements (the amounts so transferred from earn- 
ings to be applied toward the elimination of such special deficit account on 
a first created-first eliminated basis but not toward the elimination of any 
item in the special deficit account in existence more than three years after 
the year in which it arose); and (ii) through transfers from earnings 
otherwise permitted to be distributed to shipper-owners under Paragraph 
III of said final judgment to the extent that such deficit account was cre- 
ated on account of failure to earn interest or existed on account of not being 
eliminated by transfers made pursuant to subdivision (i) of this paragraph. 

Any addition in any calendar year to the special deficit account to an 
amount equal to the interest charges on the debentures in that calendar 
year shall constitute a failure to earn interest; and the balance of any such 
addition to the special deficit account in that calendar year, to the extent of 
the sinking fund requirements for that calendar year, shall constitute a 
failure to earn depreciation charges ; 

(d) that for the purposes of such final judgment in bringing down to date 
the valuation of your petitioner’s property owned and used for common 
carrier purposes 

(i) in the case of bringing down to date the valuation as of December 
31, 1939, there shall be deducted from such valuation (x) the total 
amounts deducted for physical depreciation and retirement of common 
carrier property in the years 1940 and 1941 plus (y) the total amounts 
charged for depreciation on common carrier property subsequent to 
December 31, 1941, or the total of all sinking fund payments on the 
debentures made subsequent to that date, whichever is greater; and 
(ii) in the case of bringing down to date the valuations made subse- 
quent to December 31, 1941, there shall be deducted from the latest 
final valuation made by the Interstate Commerce Commission (which 
may be higher or lower than the last preceding valuation brought down 
to date) in addition to all deductions other than depreciation required 
to be made by the said final judgment either the total amounts charged 
for depreciation on common carrier property since such latest final 
valuation or the total of all sinking fund payments made on the deben- 
tures since such latest valuation, whichever amount is greater; and 
in all other respects the provisions of the final judgment as to valuation shall 
govern. 

The term “shipper-owners’ proportion” as used above shall mean the propor- 
tion which the shares of stock of your petitioner owned by shipper-owners (as 
defined in Paragraph II of said final judgment) shall bear to all shares of stock 
of your petitioner outstanding at the time in question, and as applied to a period 
in which a change in shipper ownership occurs shall be determined on a daily 
average basis. 
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5. That this petition is filed pursuant to Paragraph X of said final judgment 
to secure appropriate directions relative to the construction of said final judg- 
ment in relation to the proposed plan of your petitioner set forth above. 

6. That the relief requested herein does not affect any of the numerous defend- 
ants except your petitioner and, in their capacity as shipper-owners of your 
petitioner but only in respect of the specific plan set forth herein, Continental 
Oil Company, Mid-Continent Petroleum Corporation, Skelly Oil Company, The 
Texas Company, The Pure Oil Company, Sinclair Refining Company, Cities 
Service Oil Company, and Phillips Petroleum Company. 

WHEREFORE, your petitioner prays that an order may be entered in this cause 
(a) declaring that the plan set forth in this petition is not in violation of the 
terms of said final judgment entered on the 23rd day of December 1941, and 
permitting your petitioner to carry said plan into effect, subject to all of the 
provisions set forth in this petition, all without prejudice to the rights of any of 
the parties to this cause in any matter other than the specific plan set forth 
herein, and (b) granting to your petitioner such other, further, and general 
relief as to the Court in the premises may seem just and proper. 

Dated at Washington, D. C., this 3rd day of August 1942. 
WILLIAM G. FEELY, 
RicHarp 8S. HoiMEs, 
JAMES J. COSGROVE, 
Attorneys for Petitioner. 


IN THE DISTRICT COURT OF THE UNITED STATES FOR THE DISTRICT OF COLUMBIA 
Civil Action No. 14,060. 


United States of America, plaintiff, v. The Atlantic Refining Company, et al., 
defendants 
DIstTRICT OF COLUMBIA, 8S: 

JAMES J. CosGRovE, being duty sworn, deposes and says that he is a Vice- 
President of Great Lakes Pipe Line Company, one of the defendants in the above 
entitled cause, and is one of the attorneys for said defendant therein. 

That said Great Lakes Pipe Line Company is filing its petition dated the 3rd 
day of August 1942, praying for an order declaring that a certain plan set forth 
in said petition is not in violation of the terms of the final judgment entered 
herein on the 23rd day of December 1941, and permitting said petitioner to 
carry said plan into effect, subject to all the provisions set forth in said petition, 
all without prejudice to the rights of any of the parties to this cause in any mat- 
ter other than the specific plans set forth in said petition. 

That the relief prayed for in said petition does not affect any of the numerous 
defendants except the petitioner and, in their capacity as shipper-owners of the 
petitioner but only in respect of the specific plan set forth therein, Continental 
Oil Company, Mid-Continent Petroleum Corporation, Skelly Oil Company, The 
Texas Company, The Pure Oil Company, Sinclair Refining Company, Cities Serv- 
ice Oil Company and Phillips Petroleum Company, and that the application for 
the relief prayed for in said petition will not affect any of the defendants other 
than those above mentioned. 

WHEREFORE, deponent respectfully asks that an order be made herein dispensing 
with service of a copy of the petition and of notice of application for the relief 
prayed for therein upon any of the defendants, other than Continental Oil Com- 
pany, Mid-Continent Petroleum Corporation, Skelly Oil Company, The Texas 
Company, The Pure Oil Company, Sinclair Refining Company, Cities Service Oil 
Company and Phillips Petroleum Company, and granting to petitioner such 
other, further and general relief as to the Court in the premises may seem just 
and proper. 

JAMES J. COSGROVE. 


Subscribed and sworn to before me this 3rd day of August, 1942. 


(NOTARIAL SEAL) DorotHuy J. HEALE, 
Notary Public. 
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In THE District CourT OF THE UNITED STATES FOR THE DISTRICT OF COLUMBIA 
Civil Action No. 14,060. 


United States of America, plaintiff, v. The Atlantic Refining Company, et al., 
defendants 


Upon reading and filing the petition of Great Lakes Pipe Line Company, dated 
the 3rd day of August, 1942, and the affidavit of James J. Cosgrove, sworn to the 
8rd day of August, 1942, from which it appears to the satisfaction of the Court 
that the relief prayed for in said petition does not affect any of the numerous 
defendants except the petitioner and, in their capacity as shipper-owners of the 
petitioner but only in respect of the specific plan set forth therein, Continental 
Oil Company, Mid-Continent Petroleum Corporation, Skelly Oil Company, The 
Texas Company, The Pure Oil Company, Sinclair Refining Company, Cities Serv- 
ice Oil Company and Phillips Petroleum Company, and that the application for 
the relief prayed for in said petition will not affect any of the defendants other 
han those above-mentioned. 

Now, on motion of Wm. G. Feely, attorney for petitioner, it is this 3rd day of 
August, 1942, 

ORDERED that service of a copy of said petition of Great Lakes Pipe Line Com- 
pany and of notice of application for the relief prayed for therein upon any of 
the defendants other than Continental Oil Company, Mid-Continent Petroleum 
Corporation, Skelly Oil Company, The Texas Company, The Pure Oil Company, 
Sinclair Refining Company, Cities Service Oil Company and Phillips Petroleum 
Company, be and it hereby is dispensed with. 

Bo.itHa J. Laws, Justice. 


IN THE District CouRT OF THE UNITED STATES FOR THE DISTRICT OF COLUMBIA 
Civil Action No. 14,060 


United States of America, plaintiff, v. The Atlantic Refining Company, et al., 
defendants 


Upon reading and filing the petition of Great Lakes Pipe Line Company, duly 
verified the 3rd day of August, 1942, and upon the consent of the plaintiff herein 
and the defendants Continental Oil Company, Mid-Continent Petroleum Corpora- 
tion, Skelly Oil Company, The Texas Company, The Pure Oil Company, Sinclair 
Refining Company, Cities Service Oil Company and Phillips Petroleum Company. 

Now, on motion of Wm. G. Feely, Esq., attorney for the petitioner, it is this 3rd 
day of August, 1942: 

ORDERED, ADJUDGED AND DECREED that the plan set forth in said petition is not 
in violation of the terms of the final judgment, entered on the 23rd day of Decem- 
ber, 1941, and said petitioner may carry said plan into effect, subject to all of the 
provisions set forth in said petition, all without prejudice to the rights of any 
of the parties to this cause in any matter other than the specific plan set forth 
herein. 

Bo.itHa J. Laws, Justice. 
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We hereby waive service of the foregoing petition and waive notice of and 
consent to the entry of the foregoing order. 
For the Plaintiff: 
THURMAN ARNOLD, 
Assistant Attorney General. 
EDWARD M. CuRRAN, 
United States Attorney. 
For the Defendants: 

CONTINENTAL OIL COMPANY, 

JAMES E. CosGRove, Attorney. 

Mip-CONTINENT PETROLEUM CORPORATION, 

E. M. Rovuzer, Attorney. 

SKELLY OIL CoMPANY, 

Wo. G. Freety, Attorney. 

THE Texas CoMPANY, 

Harry T. Kiern, Attorney. 

THE Pure Ort CoMPANY, 

NZRA BRAINERD, Jr., Attorney. 

SINCLAIR REFINING COMPANY, 

JAMES W. REID, Attorney. 

CITIES SERVICE OrL COMPANY, 

GeorGE F. SHEA, Attorney. 

PHILLIPS PETROLEUM COMPANY, 

Don Emery, Attorney. 





{For immediate release, June 6, 1951] 
DEPARTMENT OF JUSTICE 


Attorney General J. Howard McGrath announced the dismissal of the case of 
United States v. The American Petroleum Institute, et al. involving 225 defend- 
ants. This civil action, which has been pending since September 1940, charged 
an overall conspiracy to monopolize the entire petroleum industry from the pro- 
duction and sale of crude oil to the retail sale of finished products, carried out by 
twenty-odd programs alleged in the complaint. There were originally 367 
defendants, of whom 142 have already been dismissed due to dissolution, inactive 
status, and divorcement from the major companies. 

Action on the suit was postponed during the war period in order that this 
litigation should not interfere with the war programs engaged in by the industry. 
After the war, the Government was faced with the problem of securing evidence 
concerning activities of the defendants during the 6-year period following the 
filing of the suit. Because of the great number of defendants, the procedure for 
such discovery which is provided by the Federal Rules of Civil Procedure would 
have required literally years of negotiations and court arguments. The practical 
difficulties involved in the preparation for trial and the trial of a case of this 
complexity and great number of defendants were made apparent when 216 of 
the defendants filed motions in 1946 which raised numerous pretrial issues which 
would have required extensive court argument and months of effort to dispose 
of them. 

It was determined that the basic objectives sought by the Government could 
be obtained more quickly, with greater assurance of success, and with far less 
expenditure of time and effort by the courts, the Government, and the de- 
fendants, through the preparation and filing of separate actions involving fewer 
defendants and more limited issues. 

The Department therefore embarked on a program involving further investi- 
gation of the practices of the petroleum industry and the institution of segment 
suits. In view of the fact that the progress being made in the program of 
segment suits appeared to be satisfactory and the investigations of the petro- 
leum industry on various fronts were proceeding as rapidly as possible within 
the limits of available manpower and appropriations, Mr. H. G. Morison, 
Assistant Attorney General in charge of the Antitrust Division, recommended 
dismissal of the API suit. A similar recommendation had been made by his 
predecessors, but action thereon by the Attorney General was withheld until 
greater progress had been made with the segment litigation. The Attorney 
General is now of the opinion that the dismissal of the pending suit in the 
District of Columbia might be an aid rather than a hindrance to the carrying 
out of the program for smaller and less complex actions, 
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The first segment suit, that of United States v. Standard Oil Company of 
California and Standard Stations, Inc., has already reached the Supreme Court 
of the United States which upheld the Government in its contention that the 
exclusive dealing contracts and agreements between the major oil companies 
and the operators of their service stations, whereby the major oil companies 
controlled and dominated thousands of stations and deprived their competitors 
of access to these retail outlets, were in violation of the Clayton Act. 

Another exclusive dealing case, that of United States v. Richfield Oil Corpora- 
tion, is now on trial in the southern district of California. 

One year ago the Department filed in the Federal court at Los Angeles a 
civil suit charging 7 major oil companies and a voluntary unincorporated asso- 
ciation with restraining and monopolizing the production, transportation, refin- 
ing, and marketing of crude oil and refined petroleum products in the 5 States 
in the Pacific coast area. This action has been before the court on preliminary 
motions, the defendants having raised the issue as to whether the action pend- 
ing in the District of Columbia should not be tried before further action in 
the west coast case. The district court at Los Angeles denied the stay in 
proceedings and the defendants have asked a review by the Supreme Court. 

Another segment suit now pending is that against the Sun Oil Co., a civil 
suit filed in Philadelphia, Pa., on January 12, 1950, charging it with engaging 
in exclusive dealing practices which barred its competitors from the greater 
part of 10,000 service stations in a 19-State area. Since the Sun Oil Co. has 
joined issue with the Government in this matter the case is being prepared for 
an early trial. 

Investigations have been or will be made of complaints from smaller members 
of the petroleum industry that common-carrier pipelines are not available to 
them; that thousands of retail outlets are closed to their products; that refin- 
ing processes are available to them only through patent pools charging excessive 
royalties; and that supplies of crude oil are controlled by a relatively few 
companies. 

Other investigations include alleged illegal price-fixing arrangements at both 
the crude oil and finished product levels; misuse of legitimate conservation 
programs; and denial to independent distributors of access to supplies of petro- 
leum products at prices which would permit their competition with distributors 
controlled by or exclusively handling the products of major oil companies. 


Mr. Harkins. Judge Hansen, it is true, is it not, that the first 
reports filed by the pipeline companies pursuant to this decree dis- 
closed activities which the Department of Justice either considered 
to be violations of the judgment or to raise substantial questions as 
to compliance by the defendants with the terms of the judgment? 

Mr. Hansen. I do not know what the first report, which was about 
1943, contained. 

Mr. Harkins. Do the records of the Department of Justice dis- 
close that the first reports filed by the pipeline companies disclosed 
activities which the Department of Justice considered to be viola- 
tions of the judgment ? 

Mr. Hansen. I have not the slightest idea what they considered. 
The fact is they took no objection on it. Maybe they considered 
there was not a violation. I am not familiar with those facts, and 
that was 13 or 14 years ago. 

Mr. Harkins. I repeat my question: Do the files of the Depart- 
ment of Justice show that the first reports submitted contain evi- 
dences of violations of the judgment ? 

Mr. Hansen. That was not your last question. As to that ques- 
tion, I do not know whether they do or they do not. 

Mr. Harkins. Does anybody at the table know whether they do 
or they do not ? 

Mr. Bricks. Mr. Harkins, it should be clear that there is abso- 
lutely no motive on the part of any of us here or benefit to protect 
people who are no longer with the Department that were here 10 
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or 11 years ago. I would be reluctant to answer that question for the 
reason that our position in court regarding attacking existing vio- 
lations is weakened to the extent that we admit that the same viola- 
tions were left untouched for a long period of time in the past. 

In short, defendants can then argue in court that the Department’s 
uncertainty in bringing these cases bespeaks its own fickleness re- 
garding construction of the judgment. 

For us to admit that there have been violations over all these 
years, if in fact there have been, or that our files show there has 
been, seriously weakens our position attacking present violations. 

The Cuatrman. I do not think so at all, Mr. Bicks. You have 
got to consider also that Congress wants to know whether or not 
the Department of Justice is doing its duty. Has it done its duty 
all these years? And if the records indicate that these reports filed 
by the pipeline companies disclose certain activities to be in violation 
of the law or they raise substantial questions as to whether there was 
violation, and no action was taken, that is pretty strong evidence 
that somebody along the line had not done his duty, and we want 
to know about that. 

Now, I do not think that the mere fact that these violations may 
have existed is going to weaken your case one iota. It cannot pos- 
sibly have that effect. No judge could say because a man has repeat- 
edly violated the law that he can go on violating it. 

Mr. Bricks. Sir, I understand your position and the basis of your 
interest in it. All I would like to make clear is I think not the fact 
that repeated violations would weaken our case, I think the fact that 
prior Assistant Attorney Generals have not seen fit to act on those 
repeated violations weakens it. 

However, if faced with that knowledge and faced with our judg- 
ment, which is, I think, the judgment of all of us here, that revealing 
that information will prejudice us, you would like us to answer the 
question that Mr. Harkins put, namely, do our files indicate that 
almost from the beginning violations existed. 

We will be prepared to answer it, but I would like the record to 
show that it is our collective judgment that answering that will seri- 
ously prejudice our pending cases. 

The Cuarman. I recognize how you feel about it, Mr. Bicks, and 
I think from your point of view you may be justified, and maybe I 
would do the same thing if I were on your side of the table, but I 
feel, on the other hand, we have a duty to perform here in that regard, 
and the record clearly indicates the situation, and I think you should 
tell us about it. 

Mr. Keratine. Mr. Chairman, if I were counsel for one of these 
people, there is not anything that I would like much better than to 
have this witness forced to say that there have been repeated viola- 
tions and the Department of Justice has done nothing about it. 

Apparently that may be so, but it should not be the function of this 
committee to pry out facts which are going to help the defendants in 
these forthcoming cases. 

The Cuatrman. This record that we are compiling here is in a great 
measure already in the Congressional Record. I want you to know 
that, Mr. Bicks. 

Mr. Hansen. Then why repeat it ? 
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Mr. Katine. Then why do we bring it up ? 

The CHatrmMan. We want to bring it up in an orderly fashion. You 
just be patient and you w ill see. 

Mr. Kincore. Mr. Chairman, the files of the Department reveal that 
from the time the first annual reports were filed by the carriers the 
Department took the position in many instances that what was being 
done was, in the opinion of the Assistant Attorney General at the time, 
in violation of the judgment. There was no—cancel the last one. 

The Cuarrman. No what? 

Mr. Harkins. It is true, is it not—— 

Mr. Kinegore. Mr. Chairman, what I started to say was that there 
is from the files and from the facts we know that the Department 
did not file any action prosecuting what we expressed or what was 
expressed as the belief that the companies were violating it. 

Mtr. Harkins. It is true, is it not, reports in the calendar year 1942 
indicated to the Department approximately 10 companies have used 
special surplus funds to make prohiibted payments to the shipper- 
owners ? 

Mr. Hansen. I don’t know how a file can indicate to anybody any- 
thing other than the conclusion which you make after studying it. 
They reached conclusions that there were violations, but decided not 
to take action. Wecer tainly were not responsible for what a previous 
administration did or did not do. 

The CuatrmMan. Nobody is trying to pin any responsibility on you, 
Judge, for what they did. W e couldn’ t possibly do that. 

Mr. Harxrys. On F ebruary 22, 1944, Attorney General Francis 

Biddle wrote a letter to Senator Gillette. This letter appears in the 
Congressional Record, March 28, 1944, pages 3163-3164. In his letter 
Attorney General Biddle stated: 
The judgment requires each defendant carrier to file an annual report with the 
Department showing operations under the provisions of the judgment. Reports 
for the calendar year 1942 are the latest on file and they reflect a general com- 
pliance with the judgment except for approximately 10 companies who have used 
special surplus funds to make prohibitive payments to shipper-owners. Con- 
sideration is now being given to these exceptions so as to enforce compliance with 
the provisions of the decree. 

The Cuarrman. That is a letter in the Congressional Record ? 

Mr. Harkins. In the Congressional Record. Now the Department 
took no action with respect to these 10 companies, did it ? 

Mr. Hansen. It is quite obvious. We have stated that. I stated 
in my statement they haven’t. 

Mr. Harkins. Who were these 10 companies? 

Mr. Kireore. I don’t think our files show which specific ones. I 
recall a copy of the letter being in our files. 

Mr. Harkins. Do you know how much money was taken from 
special surplus funds to make prohibited payments to the shipper- 
owners ? 

Mr. Hansen. I don’t. 

Mr. Harkins. Do the records of the Department of Justice show 
how much money was involved ? 

Mr. Karstep. No, you would have to look that up individually. 

Mr. Harkins. Would you ascertain those amounts of money and 
supply it for the record, please ? 

The Cuamman. And if the records show the names of the com- 
panies, let’s have those names also. 
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Mr. Harxrns. It is also true, is it not, that 22 of the carriers placed 
an aggregate of $15,500,000 in ‘the special surplus fund during 1942? 

Mr. Hansen. I can’t answer that. 

Mr. Harkins. Mr. Kilgore, can you answer that question ? 

Mr. Kurcore. I recall the figure, sir. That sounds approximately 
right. 

Mx. Harkins. This would indicate, would it not, that those carriers 
have maintained tariffs despite the decree at lev els which resulted in 
the net profits being in excess of 7 percent of valuation, is that correct ? 

Mr. Hansen. If the figures are correct and the mathematics are 
correct, it would, yes. 

Mr. Harkins. Mr. Chairman, I will continue reading from the 
letter of Attorney General Biddle to Senator Gillette. Attorney 
General Biddle said: 


The Department is not in a position to inform you with regard to reduction in 
pipeline tariffs resulting from the entry of the judgment without making an 
exhaustive study of the tariff structure of the 59 pipeline companies. The fact 
that 22 of the carriers placed an aggregate of $15,500,000 in the special surplus 
fund during 1942 would indicate that those carriers had maintained tariffs at 
levels which resulted in the net profits being in excess of 7 percent of valuation. 

Mr. Hansen. That is Mr. Biddle’s opinion and it is in the letter. 

Mr. Harkins. Were the recommendations made by the staff of the 
Antitrust Division that court proceedings be instituted with respect 
to the violations that had been uncovered in 1944? 

Mr. Hansen. I don’t know whether they do or not. 

Mr. Harkins. Mr. Kilgore, do you know whether the records of 
the Department of Justice indicate that ? 

Mr. Kireore. I don’t think that I can state what the recommenda- 
tions of individual staff members might be, from what I have seen in 
just reading the files. 

Mr. Harxrys. Mr. Chairman, before we proceed, I would insert in 
the record the extract from the Cc ongressional Record containing At- 
torney General Francis Biddle’s letter dated Febru: ary 22, “1944. 

The Cuatrman. That will be accepted. 

(The document referred to appears at p. 73.) 

Mr. Karstep. Actually, Mr. Chairman, what was recommended was 
an investigation. 

Mr. Harxrns. Were pleadings drafted in 1944 for proposed con- 
tempt actions under the decree against all defendants in the case ? 

Mr. Keatinc. What does this mean, no other pleadings were 
drafted? When did you come to the Dep: cee Q 

Mr. Hansen. A little over a year ago, 1956. I don’t know whether 
there were any drafted. 

The CuHarrman. Do the records show that ? 

Mr. Hansen. Is it the ruling of the chairman here that the Depart- 
ment:is asked to disclose its intereommunication and recommend: itions 
of staff members even though there might be difference of opinion, 
notwithstanding the fact that it is the firm convie tion of everyone in 
the Department. that if we are going to have orderly process and get 
the best work out of the individuals, that they might be free to dis- 
agree with their superiors without being subject to later hearings as 
to whether they were right or whether they were wrong, and also to 
disclose the facts of our files that might be used by defendants to con- 
fuse issues that are here ? 
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The CuHatrmMan. Judge Hansen, we are endeavoring to find out 
whether or not the Department of Justice during all those years— 
and there is no reflection on you, I want you to understand that, or your 
colleagues who are at this table—to find out whether or not they have 
been derelict in the enforcement of this decree. How can we find out 
whether there has been dereliction unless we know some of these facts ? 
We would be very much like a blind man in a dark room looking 
for a black cat. We wouldn't know, and if we are confronted with 
this silence on your part, then we can’t go on with this situation. 

Mr. Hansen. You know that we are going forward now. You 
know the actions have been filed, and it must be quite obvious that 
if we wanted to be the least bit political it would be to our advantage 
to criticize the lack of action by prior administrations. 

Certainly I think that the committee ought to wait until the cases 
have had an opportunity to be tried in court. Then, if we are at fault, 
you can take your legislation, but here we are prejudicing cases we 
have got filed. You are disrupting the operation of our Division. 
You are hurting the morale of our Division, and I feel that our posi- 
tion is sound when we say that our intercommunications between staffs 
should be kept confidential. 

The CuamrmMan. We are asking a question whether there were plead- 
ings drafted, and that is a simple question. If you feel that you 
shouldn’t answer it, you simply state so, and the record will so reflect. 

Repeat the question. 

Mr. Harkins. Were pleadings drafted in 1944 for proposed con- 
tempt actions under the decree, against all defendants in the case? 

Mr. Hansen. I can’t answer that. 

Mr. Keating. Mr. Chairman, it seems to me that we should call 
Mr. Biddle or whoever the people were in charge of the Department 
at that time and not ask this witness to disclose what the records 
may show about what some other people may have done that haven’t 
been in the Department 1 in years. 

The Cuatrman. The only persons who have possession of the rec- 
ords are the gentlemen who are before us. Mr. Biddle has no possession 
of records. 

Mr. Keatrne. We don’t know. 

The CuHatrman. How do you know we haven’t made inquiry? 

Mr. Krattne. I haven’t heard anything about it. 

The Cuatrman. Well, you may not have, but we have been working, 
and working diligently, on this matter; and it is a very difficult 
proceeding. 

Mr. Keatina. He is right here in Washington. 

The CuatrmMan. We have tried to get certain records. We haven’t 
been sitting on our haunches in that regard. We can’t get them. We 
tried to get them as best we could, and this is the only source from 
which we can draw these records or information concerning them. 
What is your answer, Judge? 

Mr. Hansen. The answer is: I don’t know whether there were 
complaints prepared or not. 

Mr. Harkins. Does anybody at the table know whether complaints 
were filed ? 

The Cuatrrman. Or pleadings drafted ? 

Mr. Harkins. Or pleadings prepared in 1944? 
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Mr. Kircorr. Mr. Chairman, I stated yesterday, and I repeat today, 
that in the preparation for these hearings I went through each and 
every section of the Department’s files, but I would respectfully ask 
that I not be asked to answer what it might reveal as to differences 
of opinion within the Antitrust Division as to actions to be taken. 

The Carman. I don’t ask what they contain. Were pleadings 
drafted ¢ 

Mr. Kearine. That is the same thing. 

Mr. Kineorr. Mr. Chairman, I think if pleadings were filed and the 
Department did not take any action, I think that that would reveal 
whether there was a difference of opinion within the Division or the 
Department. 

The Cuarrman. Your answer is freighted with considerable infor- 
mation. 

Mr. Harxtns. In 1946 did not the Department of Justice have the 
FBI conduct an investigation with respect to compliance with its 
decree ? 

Mr. Kireore. The committee has been advised that the Division has 
used the FBI on at least three different occasions. 

Mr. Harkins. And one of those occasions was 1946; is that not so? 

Mr. Krcore. I don’t recall the date. I think we submitted it to you. 

Mr. Harkins. When was this investigation completed, the investi- 
gation begun in 1946? 

Mr. Kiicorre. We believe, and don’t hold us to the exact year, but 
at least in 1950 it was still going on. 

Mr. Harxins. It wasstill going on? 

Mr. Kizgore. I think so; yes, sir. 

Mr. Harkins. The same investigation ? 

Mr. Kircore. Yes, sir. 

Mr. Harkins. Then since 1950 you have had two FBI investiga- 
tions ? 

Mr. Kircorr. No; the other one I believe took place prior to that. 
Mr. Harkins, did we submit the dates of those investigations ? 

Mr. Harkins. No, sir. 

The Cuatrman. Yes,certainly. You want tosubmit them ? 

Mr. Kixeorer. No; [say “Did we?” 

Mr. Harkins. You have not; no, sir. 

Mr. Kirgorr. We can furnish the committee the dates at which we 
initially requested an investigaiton, sir. It is rather hard to pin down 
when they were actually terminated or completed. 

Mr. Harxrns. Do you know whether that FBI investigation dis- 
closed any activities that appeared to be in violation of the decree ? 

Mr. Kixcore. I can’t answer that. 

Mr. Hansen. That is a conclusion that would have to be drawn from 
the documents themselves. 

Mr. Harxrns. Did the staff of the Antitrust Division recommend 
that proceedings in court be instituted with respect to these violations ? 

Mr. Hansen. That is the same position. I understood the chairman 
said if I chose not to answer it I didn’t have to; so I’d rather not an- 
swer it. 

The CHarrMan. We will accept that statement. 

Mr. Harkins. Were pleadings drafted subsequent to the FBI in- 
vestigation in the Antitrust Division for proposed contempt actions 
under the decree with respect to all defendants in the case ? 
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Mr. Hansen. I make the same answer. 

Mr. Harkins. In 1950, it was true, was it not, that the ICC began 
to issue orders that established new valuations for oil pipelines as of 
December 31, 1947 ? 

Mr. Hansen. If you have the records, I assume it is true. I don’t 
remember the dates. 

Mr. Harkins. Is that true? 

Mr. KrrGore. That’s correct, sir. 

Mr. Harkins. On August 21, 1950, did the Service Pipeline Co. 
submit amended ” ports for the yer irs 1942-49 % 

Mr. Hansen. I don’t know. Do you know if they did? 

Mr. Kirgorr. Yes, sir; they did. 

Mr. Harkins. On August 22, 1950, did representatives of the De- 
partment of Justice confer with representatives of the Service Pipe- 
line Co. with respect to the meaning of the term “latest final valuation” 
as it is used in the consent decree. 

Mr. Hansen. If it has to be followed by what the discussion was, I 
make the same answer, that I don’t feel we should disclose it. 

Mr. Harkins. You mean you do not wish to disclose whether or not 
you had conferences with representatives of Service Pipeline ? 

Mr. Hansen. I don’t mind disclosing that but I am just anticipating 
your next question. Did we have? Yes, we had discussions with 
them. 

The CuHarrman. Did you answer? 

Mr. Hansen. Yes, we did have conferences with them. I didn’t 
myself but the records disclose that predecessors had conferences long 
before I came in. 

Mr. Harkins. This conference had been arranged in April 1950 
with counsel for Standard Oil Company of Indiana, Hammond Chaf- 
fetz, is that not true ? 

Mr. Hansen. I don’t know. Do our records show that ? 

Mr. Kitcorr. That’s right. 

Mr. Harkins. Mr. Kilgore, do you not know the answer to that 
question ¢ 

Mr. Kineore, The answer is “Yes,” sir. 

Mr. Harkins. Mr. Chairman, in connection with that answer, I 
would submit for the record a letter dated April 4, 1950, signed by 
Hammond Chaftfetz to J. L. Burke, president, Stanolind Pipe Line Co. 
It ver ifies that the conference had been arranged by Mr. Chaffetz. 

. Kearina. You mean this is another letter from a lawyer to his 
cies ¢ 

Mr. Harkins. Yes, sir. 

The CuairmMan. Supplied by the client. 

(The document referred to follows :) 


[Department correspondence } 
STANDARD Or Co., 
Chicago, April 4, 1950. 
Mr. J. L. BURKE, 
President, Stanolind Pipe Line Co., 
Tulsa, Okla. 
Dear LEE: Since writing to you last week, I have discussed the matter of 
pipeline valuations informally with Mr. Bergson who promised to hold up a ruling 
until he has had a chance to look into the matter. 
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He is preparing to argue the Cotton Valley case and will, therefore, not have 
a chance to deal with the pipeline matter until after his argument. 

Will keep you advised. 

Sincerely, 
HAMMoND E. CHAFFETZ. 

Mr. Harkins. Who were the representatives of the Service Pipe Line 
Co. at the August 1952 conference ? 

Mr. Hansen. I don’t know. Do you know, Mr. Karsted ? 

Mr. Karstep. No, I don’t. 

Mr. Kixeore. Outside of Mr. Chaffetz, we don’t know. 

Mr. Harkins. Was Mr. Chaffetz present at that conference? 

Mr. Hansen. I don’t think these gentlemen were there so I don’t 
know how they could testify whether he was there or not. 

Mr. Harxrns. Do the records of the Department of Justice 

Mr. Karsten. I just don’t recall. I was under the impression he 
was but I couldn’t say positively that the records so disclose. 

Mr. Harkins. Would you check the records of the Department of 
Justice in order to ascertain whether these gentlemen were present, 
Mr. J. L. Burke, Mr. J. L. Shoemaker, Mr. Cecil Hunt, and Mr. Hollo- 
way! Will you check the records and correct the transcript? And 
who were the representatives of the Department of Justice at this con- 
ference ? 

The Cuarrman. If you know. 

Mr. Kineorre. We don’t recall the details on it, sir. 

Mr. Harkins. Will you check your records and ascertain whether 
the following names are correct as representatives of the Department 
of Justice? Herbert Bergson, Watson Snyder, and Ed Pewett ? 

Mr. Keatine. Let me ask a word about this Watson Snyder. His 
name has cropped up here several times. Do any of you know how 
long he was in the Department 

Mr. Hansen. I don’t personally. Do you know, Mr. Kilgore ? 

Mr. Kincorr. You mean when he resigned ? 

Mr. Keatine. Yes. 

Mr. Kincorr. He retired about a year ago or 2 years ago, sir. 

Mr. Katine. Isn’t he around Washington somewhere ? 

Mr. Kincore. Yes, sir. 

Mr. Keatrna. It seems to me, Mr. Chairman, that asking about 
these things way back there, it would be appropriate if we can’t get 
Biddle or Ber gson or the he: ads of the Department, Thurman Arnold 
or anybody, we could at least get this man Watson Snyder. 

The Cuatrman. Counsel informs me that we did ask Mr. Snyder 
about these records and he says he has no records. 

Mr. Keatrne. He might recall a lot of these things. He was right 
in the middle of this whole controversy, it seems to me from the 
evidence. 

The Cuatrman. The hearings are not closed. We will see what 
will eventuate. We may still call him. Let’s wait on that. 

Mr. Harkins. At these confrences did the Service Pipe Line Co. 
request that the term “latest final valuation” be interpreted to mean 
the latest final valuation established by the ICC as of the date of the 
report, rather than the latest final valuation that was in existence at 
the time of the decree ? 

Mr. Hansen. At the conference, which I assume means an oral 
conversation—are you asking do our records disclose it or are you 
asking me- 
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Mr. Harkins. Do the records of the Department of Justice dis- 
close it? 

Mr. Hansen. I don’t know whether they do or not. 

Mr. Harkins. Mr. Kilgore, do you know whether they do or not? 

Mr. Kiicorr. Yes; they do. I take it you are leading up to a 
ruling of Assistant Attorney General Bergson. 

Mr. Harkins. Yes, sir. 

Mr. Kireore. Yes, sir. 

Mr. Harkins. Were than any conferences among the members of 
the Antitrust Division staff during the period between August 22 
and September 14, 1950, concerning the request for an interpretation 
by Service Pipe Line Co. according to the records of the Department 
of Justice? 

Mr. Karstep. Yes; there were many. 

Mr. Harkins. There were many conferences. 

What do the Department records disclose as to the position taken 
by the staff with respect to the meaning of the term “latest final 
valuation” ? 

Mr. Hansen. I am going to give the same answer to that: That we 
feel it is detrimental to the prosecution of our cases in line with the 
suggestion of the chairman. We are not going to answer it. 

Mr. Harxrys. Prior to this time what had been the Department of 
Justice’s position with respect to the term “latest final valuation” as 
used in the decree? 

Mr. Kireore. I don’t know that we had taken any public position 
with regard to it. I know that the Antitrust Division speaking 
through Mr. Bergson stated that. 

Mr. Harkins. On September 14, 1950, the Department of Justice 
gave an interpretation to Service Pipe Line Co. that construed the 
meaning of the term “latest final valuation” ; did it not? 

Mr. Karsrep. Yes. 

Mr. Harkins. In this construction did Assistant Attorney General 
Bergson adopt the interpretation in accordance with the request 
that had been proposed by the Service Pipe Line Co. ? 

Mr. Hansen. I don’t know whether he did or not. You have the 
letter there but again I would like to invite the committee’s attention 
to the fact that you are certainly prejudicing our case if you are going 
to put all of these conclusions in here that might express a position 
differently than the Division now takes. 

Mr. Harkins. This letter was sent to Service Pipe Line Co.; is that 
not so? 

Mr. Hansen. I don’t know. You have it before you and I assume 
it is a copy of the letter. 

Mr. Harkins. Mr. Kilgore, was the letter dated September 14, 1950, 
signed by Mr. Bergson sent to the Service Pipe Line Co. ? 

Mr. Kireéore. Mr. Harkins, if this is the Bergson letter which in- 
terprets the latest final valuation by ICC, we are both familiar with 
it. I don’t recall the date of it but I assume that that is what was 
sent. 

Mr. Harkins. It was sent to the defendant in the case, so how could 
the contents of this letter prejudice any litigation that you have? 

Mr. Hansen. I have expressed myself on a number of occasions. 
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The CrHarrman. This is a letter in possession of the defendant. 


They would certainly use it if they wished and could make happy use 
of it; they certainly would use it to their advantage if they could. 

Mr. Keattna. If they weren’t going to before, they have been re- 
minded they had better now. ; 

Mr. Hansen. I haven’t committed myself 

The Cuarrman. I can assure you that the Service Pipe Line Co. 
doesn’t need any advice from this committee. 

Mr. Hansen. I would like the record to show that I have not com- 
mitted myself to any opinion or interpretation that has been given by 
any prior Assistant Attorney General other than the positions that 
have been expressed in litigation which I have instituted. 

The Cuatrman. Judge, we are not asking that of you and T would 
be the last man to ask that. We simply asked concerning this letter. 

Mr. Keratine. Were there other defendants here besides this Atlan- 
tic Pipeline Co. ? 

Mr. Hansen. A number of them. 

Mr. Kratinc. Service Pipe Line Co. ? 

Mr. Hansen. A number of them. 

Mr. Keatine. Counsel had better be alerted to the fact that we are 
giving them a lot of good ammunition in case the counsel for Atlantic 
Service hasn’t already been alerted. 

The Cuarrman. You don’t think that they haven’t, do you ? 

Mr. Kerattne. I would not wonder if they conferred among the 
attorneys, but I don’t think this committee ought to help them with 
their lawsuit. 

Mr. Harrys. I offer for the record the letter dated September 14, 
1950, signed by Herbert Bergson addressed to J. L. Burke, president 
of Service Pipe Line. 

The Cuatrman. That will be accepted. 

(The document referred to follows :) 

UNITED STATES DEPARTMENT OF JUSTICE, 
Washington, D. C., September 14, 1950. 
Re interpretation of U. 8S. v Atlantic Refining consent judgment. 
J. L. Burke, Esq. 
President, Service Pipe Line Co., 
Tulsa, Okla. 

DEAR Mr. BurKeE: On August 29, 1950, we held a conference with you and 
your associates, the purpose of which was to clarify the problems which you 
had with respect to reports required to be filed with us under the above-cap- 
tioned judgment. At that conference, you advanced three questions with re- 
spect to the intepretation of paragraph III of the final judgment. The questions 
are as follows: 

(1) Under reports filed with us since 1947, does paragraph III (a) 
permit Service Pipe Line Co. to use the final valuation of the Interstate 
Commerce Commission as of December 31, 1947? 

(2) Under reports filed from 1942 to 1949, inclusive, does paragraph 
III (a) permit Service Pipe Line Co. to revalue the entire property each 
year on the basis of so-called period prices? 

(3) In computing what is available for distribution to Stanolind, its 
shipper-owner, under the judgment, may Service Pipe Line Co., the carrier, 
deduct interest paid by it on moneys borrowed from sources other than 
the shipper-owner, before any computation of the permissible payment to 
its shipper-owner is made? 

In giving you our interpretation on these three points, it is, of course, under- 
stood that we are not passing on any collateral issue. 

Our answer to question No. 1 is in the affirmative. We construe “latest final 
valuation” in the first sentence of paragraph III (a) to mean the latest final 
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valuation of the Interstate Commerce Commission as of the date of the filing 
of the report in question, and not the latest final valuation as of the date the 
judgment was entered. Accordingly, it is permissible, in our view, to use the 
December 31, 1947, final valuation of the Interstate Commerce Commission in 
lieu of the final valuation of December 31, 1934, which was the “latest final 
valuation” as of the time the final judgment was entered. 

Our answer to the second question is in the negative. The second sentence 
of paragraph III (a) prescribes a specific procedure for bringing a “latest final 
valuation’ down to date. Under the language of that sentence it is our view 
that the final valuation made by the Interstate Commerce Commission remains 
constant for decree purposes until the Commission makes a new final valu- 
ation. To that valuation is to be added the value of additions and better- 
ments valued for the year in which completed less appropriate deductions for 
physical depreciation and retirements, determined in accordance with the 
methods used by the Interstate Commerce Commission in bringing valuations 
down to date. It is our understanding that in doing this the Interstate Com- 
merce Commission uses period prices rather than original cost. 


We do not think that your third question requires a construction of the 
judgment. However, if a carrier has borrowed funds from public lending 
agencies or financial institutions not in any way connected with or related to 
its parent or stockholders, it seems to us to be proper accounting usage that 
interest payments made by it to the lenders be deducted before computing 
what is available for payment to such parent or stockholders. 

Sincerely yours, 
HERBERT A. BERGSON, 
Assistant Attorney General. 

Mr. Harkins. Is it not a fact that this interpretation was issued 
over the objection of every member of the Antitrust Division staff that 
was familiar with this problem ? 

Mr. Hansen. I don’t know whether it was or not. 

Mr. Harkins. Do you know, Mr. Kilgore? 

Mr. Kireore. I would like to decline to answer that. 

Mr. Hansen. It is the same matter that has been brought up be- 
fore. I think we ought to object and not answer any matters concern- 
ing a difference of opinion among members of the staff. 

The Cuarrman. All right, that is sufficient. 

Mr. Harkins. One effect of using the latest final valuation of the 
ICC as of the date of the report, rather than as of the date of the 
decree, is to increase the valuation on which the shipper-owners’ 7 
percent share is based; is that not true? 

Mr. Kurcore. I don’t know that. as a fact, sir. 

Mr. Harkins. Is there any report—— 

Mr. Keatine. Would you repeat that question, please ? 

Mr. Harkins. One effect of using the latest final valuation of the 
ICC as of the date of the report rather than the date of the decree is 
to increase the valuation on which the shipper-owners’ 7 percent is 
based ; is that not true? 

Mr. Keatine. That is true in a case of inflation, but if we are going 
the other way it wouldn’t be true; would it? You mean under this 
state of facts in an inflationary period ? 

Mr. Harkins. That’s right. 

Mr. Kireors. Mr. Harkins, that gets into the question of computa- 
tions as the judgment provides latest final valuation shall mean that 
made by the ICC. The judgment itself provided as to how that is to 
be brought up to date, certain additions and betterments, certain de- 
preciations and retirements. I believe that the reports of the oil 
companies will show or the carriers will show that the valuations did 
increase after 1950, the valuations being greater than those which they 
themselves had computed. 
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Now, I personally haven’t done any computations with regard to 
additions and betterments and compared the two. 

Mr. Harxrns. But is it not a fact that in all the reports that have 
been submitted by at least Service Pipe Line since this opinion, that 
the valuation has steadily increased ? 

Mr. Hansen. I don’t know whether that is true or not. 

Mr. Harkins. Mr. Kilgore? 

Mr. Karstep. Yes; that is true. 

Mr. Harxtns. Thank you; do you know how much money was made 
available for distribution to Standard Oil Company of Indiana by 
Service Pipe Line by virtue of the September 14, 1950, interpretation ? 

Mr. Kirgore. We don’t know, sir. 

Mr. Hargrns. You do not know. Could you compute that and 
supply it for the record ? 

Did the Department of Justice have the FBI conduct an in- 
vestigation of Service Pipe Line’s compliance with the decree in 1953? 

Mr. Kireore. I’m sorry, sir. 

Mr. Harkins. Did the Department of Justice have the FBI conduct 
an investigation of Service Pipe Line’s compliance with the decree of 
1953 ? 

Mr. Kireore. Yes, sir; that was one of the companies. 

Mr. Harxrns. In this investigation was a determination made by 
the FBI or by the staff of the Antitrust Division as to the amount of 
dividends that could be released by the Service Pipeline Co. to the 
shipper-owner by using the latest final valuation of the ICC as of the 
date of the report ? 

Mr. Hansen. May I have that question again, please ? 

Mr. Harkins. Do the records of the Antitrust Division show wheth- 
er or not in this FBI investigation that was commenced in 1953 there 
was a determination made by the FBI or by the staff of the Antitrust 
Division as to the amount of dividends that could be released by the 
Service Pipeline Co. to the shipper-owner by using the latest final 
valuation of the ICC as of the date of the report ? 

Mr. Kureore. Mr. Harkins, I don’t understand the question. Do 
you mean the amount of moneys available to the shipper-owner as 
compared to some other figure ? 

Mr. Harxrns. Yes, sir. 

Mr. Kiigorr. What is it to be compared with? 

Mr. Harkins. The amount of money that could have been paid by 
Service Pipeline to the shipper-owner as a result of the September 14, 
1950 opinion that would not have been made payable had the opinion 
not been given. 

Mr. Hansen. The FBI doesn’t make an opinion as to whether there 
is a violation of a decree or whether there is money owing or not. 
They simply submit the facts. 

Mr. Harkins. The question was, was there a determination made 
by the FBI or by the staff of the Antitrust Division with respect to 
this matter ? 

Mr. Kircore. May I rephrase the question to see if I understand it, 
sir? 

Mr. Harkins. Yes, sir. 

Mr. Kircore. Did the Antitrust Division directly or indirectly com- 
pute what would have been available for distribution to the shipper- 
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owner if the latest final valuation used by the ICC as interpreted by 
Mr. Bergson had not been issued ? 

Mr. Harkins. How much was made available by virtue of this 
opinion that was given on September 14, 1950. 

Mr. Keatine. Is this the Bergson opinion ? 

Mr. Kiteore. We'd have to check the files on that, sir. 

Mr. Harkins. Would you check the files and submit that informa- 
tion for the record ¢ 

Did the September 14, 1950 interpretation have the effect of nullify- 
ing the cases that had been prepared as a result of the prior investiga- 
tions by the FBI? 

Mr. Hansen. That clearly calls for a conclusion. 

Mr. Kirgore. You are assuming that there were cases prepared. 

The Cuatrrman. I didn’t hear you. 

Mr. Hansen. I say that clearly calls for a conclusion of what its 
legal effect was. 

“Mr. Harkins. Can’t you give the committee a legal conclusion ? 

Mr. Hansen. | certainly don’t handle legal conclusions without 
complete study of the problem and the facts and I am not going to 
guess at facts and answer off the cuff what the results were or what 
the legal effect is. 

Mr. Harkrns. Do you recall the conference members of the staff 
of the Antitrust Subcommittee had with you and Mr. Karsted on 
April 12,1957? Do you recall that conference ? 

Mr. Kireore. Yes, sir. 

The CuarrmMan. Mr. Kilgore? 

Mr. Kireéore. Yes, sir. I’m sorry, I was nodding yes, sir. 

Mr. Harkins. At that conference did or did you not state to the 
staff of the Antitrust Subcommittee that as a result of the Bergson 
opinion prior theories of judgment enforcement under which the 

BI had made its investigation and upon which 1944 and 1949 pro- 
posed contempt actions had been based wer e nullified ? 

Mr. Hansen. Mr. Chairman, are we going to accept the statement 
of one of the staff of the Antitrust Division as to the position of the 
Antitrust Division as being the conclusion of the Division where there 
is no showing that either the assistants or the head of the divisions 
had an opportunity to render the opinion? I certainly don’t feel that 
I am bound by statements made by members of my staff until we have 
had a chance to review it and then make an official statement. 

The CHarrman. You might be interested to know, Judge, that a 
number of conferences were had 

Mr. Hansen. The question was whether or not it had the legal 
effect to nullify it. 

The CuarrmMan. That certain statements were made to our own staff 
members by those who were in your office and we are simply asking 
corroboration of those statements made. We are not asking you to 
corroborate them. We are simply asking those who made the state- 
ments whether they were actually made to members of the staff of 
the committee. 

Mr. Hansen. Obviously you are attempting to show it did nullify 
those prior actions. That is what the question is. 

Mr. Keatine. You feel, Judge, that that would prejudice forth- 
coming litigation. 
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Mr. Hansen. I think this entire matter does prejudice. 

Mr. Katine. I want to divorce myself, Mr. Chairman, from this 
defense of these oil companies. I haven’t had any fee for it and I 
don’t want to be a participant in any of this ev idence that is going to 
help the defendants in this forthcoming lawsuit. 

The Cuarrman. I don’t feel it will have such an effect and the 
gentlemen shouldn’t have any qualms on that score. The question, I 
think, i is a legitimate one and it may be answered if you care to answer 
it. 

Mr. Hansen. I wasn’t there so I obviously can’t answer it. I didn’t 
know the contents of the conversation that took place. 

Mr. Harxtns. Mr. Kilgore, the question is did you advise the com- 
mittee’s staff that the September 14, 1950 interpretation had the effect 
of nullifying the cases that had been prepared as a result of prior in- 
vestigations by the FBI? 

Mr. Kucore. Mr. Harkins, I don’t recall stating that there was any 
case that was prepared for filing and that it was nullified. Perhaps I 
can answer your question like this, sir. It is my understanding as 

to the problems that faced the Antitrust Division prior to Mr. Berg- 
son’s letter that they mainly involved auditing books of the carriers 
to determine whether or not had, pursuant to the judgment and 
in compliance with the judgment, accurately computed additions and 
betterments and depreciations and retirements. After Mr. Bergson’s 
letter was issued and the ICC began issuing annual latest final valua- 
tions, naturally the whole problem was changed insofar as seeking 
judgment enforcement was concerned. 

In other words, assuming Mr. Bergson’s letter to be accurate and 
correct, then no longer did the Antitrust Division have to worry about 
whether the additions and betterments were accurately computed. 

The enforcement problem became something entirely different. 

Mr. Keatine. Mr. Kilgore, inasmuch as this subject has been opened 
up, did not you and Mr. Karsted in that same conference state that you 
didn’t consider the Bergson opinion binding upon the Depar tment? 

Mr. Kireore. That is correct, sir. 

The Cuatrman. That is quite apparent because you have started 
these proceedings ? 

Mr. Hansen. That’s right. 

Mr. Keattne. I’m try ing to help you all I can, Judge. 

Mr. Hansen. Iam happy to get any help I can get. 

Mr. Keatine. You have got to win this lawsuit : against these fellows 
if you can. 

The CramrMan. I have confidence in the judge. He is going to win 
this lawsuit, there is no question about it. The judge has a perfect 
right to disavow any opinion given by anybody that may have been 
his predecessor and he has certainly disavowed it by his bringing this 
action. 

Reasonable minds may differ on these matters. The judge differs. 

Mr. Hansen. If I am defending a case and I know that the other 
side has had differences of opinion, I feel I can much better defend it 
than I can if I know there is a unanimity of thinking and thoughts 
given to the problem. 

Mr. Keatine. It at least gives you a moral backing for your position. 

Mr. Hansen. Not only moral but I think it is a much better position 
before the court too. 
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Mr. Keatine. Whether it is moral or immoral in your own mind, 

it gives you a certain backing to feel that your opponents have been 

divided on this subject, which this committee is now bri inging out. 

Hr. Hansen, I interpreted your moral to mean morale. 

Mr. Keatine. That is what I meant; yes, sir. 

Mr. Harkins. Judge Hansen, when Judge Barnes assumed office 
as head of the Antitrust Division, was enforcement of this decree 
brought to his attention ¢ 

Mr. Hansen. You will have to ask Judge Barnes. I don’t know. 

The CHarrmMan. You know Judge, it reminds me of the story I think 
it was Alice in Wonderland at the Mad Hatter’s tea party. Alice says 
to the Mad Hatter, “How can you make words mean so many different 
things?” And so ‘the Mad Hatter says, “It all depends upon who is 
in control, in power.” You are in control and power and you make 
it mean what I think those words actually do mean and you are right. 

Mr. Hansen. Thank you. 

The CHatrMan. Others may have a different view but you are in 
the saddle. 

Mr. Harkins. Mr. Bicks, you were present in the Department. Are 
you aware of whether or not Judge Barnes when he assumed office as 
head of the Antitrust Division was apprised of the enforcement of 
this decree / 

Mr. Bricks. Of the enforcement of the decree or of its existence and 
the enforcement problems that were raised thereunder ? 

Mr. Harkins. I will accept your latter statement. 

Mr. Broxs. As I understand it, I was not present with Judge Barnes 
when he was informed. Would you like a chronological statement ? 

Mr. Harkins. No, sir. All I want to know is were enforcement 
problems brought to his attention in 1953 when he assumed office ? 

Mr. Bicxs. Soon after Judge Barnes assumed office, Mr. Kilgore 
was made acting head of the Judgment Enforcement Section. The 
reason was that Mr. Pewett, formerly head, left. Soon after Mr. Kil- 
gore was made head in late 1953 or early 1954, he appointed Mr. Kar- 
sted as the trial attorney in the Judgment Section with initial re- 
sponsibility for policing the Atlantic Refining judgment. Soon after 
that time, which would be in late 1953 or early 1954, as I understand it, 
Mr. Kilgore spoke with Judge Barnes and indicated that he was 
going to initiate an investigation to try to pull together all thus far 
abortive efforts that had been made to enforce the judgment. 

Mr. Harkins. Is that roughly true, and Judge Barnes authorized 
you to go ahead and do that? 

Mr. Kricore. Yes, except the dates. I think as I recall it was early 
1954. 

Mr. Bicks. I said late 1953 or early 1954. Does that respond to 
your question, Mr. Harkins? 

Mr. Harkins. Yes, it does. Thank you, Mr. Bicks. 

Mr. Karsted, in 1953 were you assigned the task of making a thor- 
ough examination of the Department’s files and on the basis of this 
examination to make recommendations for enforcement of this decree ? 

Mr. Karstep. Yes, I was. 

Mr. Harkins. Mr. Karsted, did you examine the files of the Depart- 
ment of Justice from your assignment to this task in 1953 until Au- 
gust.10, 1955 ? 
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Mr. Karstrep. Would you read that please ? 

Mr. Harxrns. Did you examine the files of the Department of Jus- 
tice from your assignment in 1953 until August 10, 1955? 

Mr. Karsrep. Yes. 

Mr. Harxrns. And on August 10, 1955, did you submit a memoran- 
dum that contained a basic program for enforcement of this decree? 

Mr. Karsten. Yes. 

Mr. Harxrns. Mr. Kilgore, was Mr. Karsted’s August 10, 1955, 
memorandum approved by. you? 

Mr. Kincorr. Yes, sir. 

Mr. Harxrns. Did Mr. Karsted’s August 10, 1955 memorandum 
have attached to it a pleading that named Service Pipe Line Co. as a 
defendant ? 

Mr. Kureore. I would prefer not to answer that if I may. Mr. 
Chairman, may I make a statement at this point on that? 

The Cuatrman. Certainly. 

Mr. Kircore. Some statements were made in the record yesterday 
with regard to the timing of the filing of the four proceedings pres- 
ently pending. As Mr. Bicks has stated, when I became acting chief 
of the Judgment Section, I got together with Mr. Karsted and Mr. 
Snyder and Mr. Posh. We realized that we had a judgment-enforce- 
ment problem. I asked Mr. Karsted to start familiarizing himself 
with the files. We tried, and perhaps this was a matter, a judgment 
that I was in error on, but we tried a new approach to it, sir, be- 
cause there was no one in the Assistant Attorney General’s office that 
was familiar with the case or with the judgment or with the problems 
that were presented. We thought that we would submit to them, in 
the Assistant Attorney General’s office a complete picture of what the 
enforcement problems were. It was because of our effort to give the 
front office the complete picture as to judgment-enforcement problems 
that we took so long in preparing our recommendations. 

It was our view at the time, and it is still our view, that instead of 
trying to bring an overall enforcement proceeding, a single one, that 
we would break it up. We did not ask the Assistant Attorney General 
at that time to authorize us to file actions covering each and every 
problem, but we simply asked that he authorize us to go ahead and 
spend the time and manpower that would be necessary to carry out the 
program. That was some time I think in August of 1955 that was 
submitted. 

Mr. Harxtns. Now the question: Did this memorandum containing 
your basic program have attached to it a pleading that named Service 
Pipeline as a defendant ? 

Mr. Kizeore. Mr. Chairman, it had a pleading attached. 

The Cuarman. Eight pleadings? 

Mr. Kireore. Yes, sir. 

Mr. Harkins. Did that pleading name Service Pipe Line? Eight 
pleadings ? 

Mr. Hansen. A. 

The Cuarrman. Did You say 8or A? 

Mr. Kurerre. I said “A”, single. 

The Cuarrman. I thought you said “8”. 

Mr. Kricore. Mr. Chairman, I would like to be permitted not to 
answer that question because of the pending proceedings that we 
have and possible adverse effect on those pleadings. 
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The Cuarrman. All right. 

Mr. Harkins. Was this pleading ever filed in court? 

Mr. Kiteore. Not the identical one, sir. 

Mr. Harkins. Was Mr. Karsted’s August 10, 1955 memorandum 
with the pleading attached submitted to Judge Barnes ? 

Mr. Kircore. It was, sir. 

The CuarrmMan. It was in August 1955? 

Mr. Kitcore. That is right. 

Mr. Harkins. What did Judge Barnes do with this memorandum ? 

Mr. Bicxs. This is a little unfair to Judge Barnes since he is not 
here to explain it himself. What he did was read it in considerable 
detail himself. He then referred it to two people; myself and his 
then first assistant, Mr. Foote. He referred it with the comment that 
this is quite an enforcement problem and asked for our views. 

Does that respond to your question ? 

Mr. Harkins. Yes. 

The Cuatrman. What was Mr. Foote’s title at that time? 

Mr. Bricks. First assistant to the head of the Antitrust Division. 

The Cuarrman. And what was your title then ? 

Mr. Bicks. Legal assistant to Judge Barnes, 

Mr. Harxrys. Is it not a fact that neither Mr. Kilgore nor Mr, 
Karsted received any word from the Office of the Assistant Attorney 
General in charge of the Antitrust Division with respect to the pro- 
gram contained in that memorandum until after the staff of this sub- 
committee conferred with Mr. Bicks and Mr. Kilgore on April 10, 
1957 ? 

Mr. Kircore. That is not true, sir. 

Mr. Harkins. Do you recall the conference that Mr. Singman and 
I had with you and Mr. Karsted on April 12, 1957, Mr. Kilgore? 

Mr. Kireore. I recall we had a conference; yes, sir. 

Mr. Harkins. Did you state that at that conference that as of the 
date of the conference, April 12, 1957, you had received no response 
from the front office with respect to either the August 10, 1955, pro- 
gram or any of the subsequent memoranda ? 

Mr. Kiréore. Mr. Harkins, I may be wrong on my dates here, but 
during the dates mentioned by you or between the two dates men- 
tioned by you, the Judgments Section made certain additional recom- 
mendations to the Assistant Attor ney General’s Office, and we have 
heard of those from those 

Mr. Harkins. You had heard about those additional recommenda- 
tions before our meeting with you on August 12, or rather April 12, 
excuse me? 

Mr. Kucore. If you count that as part of the program, we had 
heard from the Assistant Attorney General’s Office on it. We hada 
discussion with regard to certain of our recommendations with Mr. 
Kirkpatrick, who was at the time, I believe, second assistant. 

Mr. Harkins. When was the conversation with Mr. Kirkpatrick ? 

Mr. Kircore. Mr. Karsted states that his recollection is that it was 
in May or June of 1956. 

Mr. Harkins. And Mr. Kirkpatrick was then second assistant; is 
that right? 

Mr. Kicore. I believe that is right. 

Mr. Hansen. He was acting second assistant then. I made him 
second assistant after I came in in July of 1956. 
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Mr. Harkrns. As of our conference on April 12, had you heard 
from the front office any response at all with respect to the August 10, 
1955, memorandum to which was attached a pleading which had been 
submitted to Judge Barnes? 

Mr. Kizcore. Mr. Harkins, we had not received any word that the 
program was approved or disapproved. 

Mr. Hargins. Had you heard any response ? 

Mr. Kireorr. I have no personal recollection, sir, as to when Mr. 
Foote resigned. But following his resignation we ascertained that 
our recommendations, the August 1955 program, was referred over 
to Mr. Kirkpatrick. 

Mr. Hansen. Mr. Chairman, I can answer this question. I think 
it was about September 1956. The memorandum had not been acted 
upon by Mr. Foote up to the time that I accepted his resignation, and 
immediately thereafter, I think about September, which is the first 
time that I was aware—bear in mind I had been in office about 3 or 4 
months—the first time I was aware of the problem here, and I imme- 
diately had it turned over to Mr. Kirkpatrick and Mr. Bicks, as I re- 

call, to be taken up with the.Judgments Section and come forward 
with recommendations on it. And they have been working on it dili- 
gently since that time, which culminated in the actions that were filed 
this month. 

Mr. Keatrne. That was September 1956 ? 

Mr. Hansen. Yes, sir. 

Mr. Harkins. Mr. Kilgore, one final question on this. Did you or 
did you not advise Mr. Singman and me, April 12, 1957, that as of the 
date of the conference you had received no response from the front 
office with respect to the August 10, 1955, program ? 

Mr. Kircorr. I may have stated that in the conference with you, 
sir, in that way. However, I think it should be made clear that we 
had not, we simply had not been given approval or disapproval of 
our program. 

Mr. Keating. You did not mean to imply you had not heard any- 
thing about the program ? 

The CoarrMan. Waitaminute. He said he had not heard. 

Mr. Krattnc. He Sen not heard any final disposition. 

The Cramman. No; he said he had not heard, but that does not 
mean that there was a apni made. 

Mr. Kircore. We had heard from Mr. Kirkpatrick regarding the 
additional recommendations that had been submitted in the mean- 
time, but as far as the overall program was concerned, the Assistant 
Attorney General’s office had not said yes or no. 

Mr. Harrys. In other words, is it correct that until after April 
12, 1957, the staff and judgment enforcement section received no in- 
structions from the office of the Assistant Attor ney General in charge 
of the Antitrust Division with respect to a basic program for enforce- 
ment of this decree that was recommended on August 10, 1955, and 
forwarded to Judge Barnes’ office ? 

Mr. Kircorr. The two recommendations that had been made after 
August 1955 were commented on by Mr. Kirkpatrick. I am being 
fussy here, Mr. Harkins, because the overall program was one thing, 
the additional recommendations was another. 
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Mr. Harkins. I will come to the additional recommendations. Now, 
I am concerned with the overall program, and I will repeat my 
question : 

Is it not true that until after April 12, 1957, the staff and the 
Judgments Enforcement Section received no instructions from the 
Office of the Assistant Attorney General in charge of the Antitrust 
Division with respect to a basic program for enforcement of this 
decree that was recommended on August 10, 1955, and forwarded to 
Judge Barnes’ office ? 

Mr. Kiicorr. Mr. Harkins—— 

The CHatrman. I do not want an answer as to what you think it 
should be. We want to know what the answer really is. 

Mr. Kircorr. May I have the question read back, then, sir? 

Mr. Harkins. Is it not true that until after April 12, 1957, the 
staff of the Judgments Enforcement Section received no instruc- 
tions from the Office of the Assistant Attorney General in charge 
of the Antitrust Division with respect to a basic program for en- 
forcement of this decree that was recommended on August 10, 1955, 
and forwarded to Judge Barnes? 

Mr. Hansen. Are you asking the staff of the Judgments Section ? 

Mr. Harxtys. Staff of the Judgment Enforcement Section. 

Mr. Hansen. Thank you. 

Mr. Kirgore. A member of the Assistant Attorney General’s staff 
had told us that he approved two integral steps in the program prior 
to April. 

Mr. Harkins. That was some time in September 1956, right ? 

Mr. Kitcore. The 2 recommendations that were made and were 
commented on by Mr. Kirkpatrick, he requested that we revise our 
pleadings in those 2 instances at that time. 

Mr. Harkrns. Is it not correct that on May 4, 1956, in view of the 
fact that there had been no response from Judge Barnes’ office with 
respect to the basic program contained in the August 10 memoran- 
dum, Mr. Karsted submitted 2 memorandums to Mr. Kilgore that 
summarized activities of 2 other companies subject to this decree ? 

Mr. Kizcorr. Those were the two recommendations that were made 
in the interim period of time, yes. We took it to be our responsibility 
to call to the attention of the Assistant Attorney General’s Office 
any actions that we deemed warranted, and although we had not 
been given approval of the overall program we felt we would submit 
these two additional matters. 

Mr. Harxrns. Is it true that attached to each of these memoran- 
dums was a pleading charging each of these companies with contempt 
for violation of the decree? 

Mr. Hansen. This gets into the field of differences of opinion. I 
might say this: I changed the type of proceeding because I thought 
it was more beneficial to the Government. 

I do not think it is proper to ask for differences of opinion on the 
staff as to the procedure that should be taken. 

If you will not, of the 4 actions filed, 1 is a contempt action. 

There is no possibility of money recovery under the contempt action. 
The others are not contempt actions. 

Mr. Keatine. Judge, you are now having an examination of the 
Government before trial; which these defendants probably could not 
have gotten in court but they are getting it here. 
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Mr. Hansen. That is what I am objecting to. 

The Cuarrman. That is a gratuitous statement that has no rele- 
vance here at all. That is not true. There is no examination here. 
We are not conducting an examination before trial. We are trying 
to find out what happened in the Department of Justice with refer- 
ence to these matters. We want to know the why’s and the where- 
fore’s. I cannot conceive of any effect it will have upon the proceed- 
ings that are pending now whatsoever. The question is was there 
attached to each of these memoranda a plea charging each of these 


companies with contempt for violation of the decree, Mr. Kilgore? 
Mr. Kircore. No, sir. 


The Cuarman. What is the answer ? 

Mr. Kixeore. The answer is “No, sir,” as you stated the question. 

Mr. Harxrns. Were there pleadings attached ? 

Mr. Kireore. Yes, sir. 

Mr, Harkins. To each of these May 4 memoranda? 

Mr. Kiteore. Yes. 

Mr. Harkins. The answer is “Yes.” 

Mr. Kireore. It was those proceedings that Mr. Kirkpatrick com- 
mented to us on and sent back for certain revisions. 

Mr. Harxrns. Do I understand this correctly? On May 4, 1956, 
in view of the fact that you had no response from the front office 
with respect to the August 10 memorandum in 1955, you submitted 
two memoranda, each of which had attached a pleading, to sum- 
marize the activities of particular defendants in this case ? 

Mr. Kireore. Mr. Harkins, I stated earlier that we consider it in 
the Judgment Section to be our responsibility to call to the Assistant 
Attorney General’s Office attention any violation that we learn of, 
and I will not subscribe to the form of your question when you say 
that it was because we had not heard from the Assistant Attorney 
General’s Office that we submitted these two. 

Mr. Harxrns. At our conference on April 12, did you advise us, 
or Mr. Karsted, did you advise us on May 4, 1956, since there had 
been no response from Mr. Barnes’ office with respect to the basic 
program contained in your August 10 memorandum, you submitted 
2 memorandums to Mr. Kilgore to summarize the activities of the 2 
companies under the decree ¢ 

Mr. Kuteore. Mr. Harkins, does not that get into Mr. Karsted’s 
motive for submitting something ? 

Mr. Harxrns. The question is, did he state that to us? 

Mr. Karstep. That was my reason for submitting them to Kilgore; 
yes. 
~ Mr. Harxrns. So the situation is that you submitted a program on 
August 10 of 1955 of the basic program, and you had no response 
from your recommendations as of May 4, 1956; is that correct? 

Mr. Kircorr. May 4, 1956, yes. 

Mr. Harxrns. So the answer is “Y es,” to my question ? 

Mr. Kireore. Yes, sir. 

Mr. Harkins. Now, some time after September 1956, you heard 
with respect to the two memorandums submitted on May 4; is that cor- 
rect? As of April 12, 1957, you had heard nothing with respect to. 
the basic program that was contained in your August 10, 1955, memo-' 
randum; is that correct? 
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Mr. Kixeore. That is correct, sir, but I hope you appreciate that in 
my August 1955 memo, or Mr. Karsted’s memo, we did not ask that 
the Assistant Attorney General’s Office authorize us to file any of the 
pleadings in the so-called overall program. We did ask for authority 
to file a single proceeding. 

Mr. Harxtns. I see. Now, on May 21, 1956, did Mr. Karsted again 
submit a memorandum of summarized activity of a particular com- 
pany subject to the decree? 

Mr. Kixcore. May we have that date again, please? 

Mr. Hargins. May 21, 1956. 

Mr. Karsrep. I don’t know, either, unless those were the two actions 
that Kirkpatrick asked me to bring up to date. 

Mr. Harxins. Let me clarify this. Did you submit two memo- 
randums on May 4% 

Mr. Kireore. Yes. ) 

Mr. Harkrys. Did you submit one memorandum on May 21% 

Mr. Karstep. As to the May 21, I just 

The CuamrMaNn. What is your answer? 

Mr. Karstep. I don’t know. 

The CuatrMan, I didn’t hear you. 

Mr. Karsrep. I don’t know. 

Mr. Harkins. Did you submit a total of 3, or did you submit 2 
memorandums that summarized the activities of particular companies 
subject to the decree ? 

Mr. Karstep. All I have is the record of the two on May 4, 1956. 
Now, one may have been submitted on May 21. 

Mr. Harkins. At our conference on April 12, 1956—— 

Mr. Hansen. 1957. 

Mr. Harxrns. 1957, excuse me. Did you advise us that on May 4 
you had submitted two memorandums ? 

Mr. Karstep. Yes. 

Mr. Harkins. And at that same conference did you advise us that 
on May 21, 1956, you submitted another memorandum to Mr. Kilgore? 

Mr. Kircore. Mr. Harkins, we tried our best to pin down dates as 
to the schedule of these various things, and I personally have no recol- 
lection as to when we may have submitted these memos. 

Mr. Harkins. May I ask this question: 

Mr. Karsted, have you submitted 3 memorandums involving 3 sepa- 
rate companies ? 

Mr. Karsrep. Yes. 

Mr. Harkins. You have? 

Mr. Karsten. Yes. 

Mr. Kireore. I believe the record should show, Mr. Harkins, that 
he submitted four. 

Mr. Harkins. Yes. Did you submit one of them after our April 
12 conference ? 

Mr. Karsten. Yes. 

Mr. Harkins. So, before the April 12 conference you had submitted 
three? 

Mr. Karsten. Yes. 

Mr. Harkins. Now, is it true that with respect to the May 21, the 
third memorandum, the staff of the Judgment Enforcement Section 
had received no word from the Office of the Assistant Attorney Gen- 
eral on April 12, 1957? 
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Mr. Karstep. I think that would be true. Yes; that is true. 

Mr. Harkins. Are the cases that were filed by "the Department of 
Justice for enforcement of this decree on October 11, 1957, the same 

vases that were involved in any of your 1955 or 1956 memorandums? 

Mr. Karsrep. Three of them are; yes. 

Mr. Harkins. Three of them are. Mr. Bicks, do you recall on 
April 10, 1957, members of the staff of the Antitrust Subcommittee 
conferred with Mr. Kilgore and Mr. Bicks with respect to the com- 
mittee’s consent-decree investigation? Do you recall that? 

Mr. Bicxs. I do. 

Mr. Harkins. Mr. Kilgore, during this conference do you recall 
that Mr. Bicks asked you ‘whether there had been any instance where 
you had recommended a case for violation of the consent decree, where 
your recommendation had not been accepted ? 

Mr. Kiteore. I have no personal recollection of it. 

Mr. Harkins. You do not recall that conversation during our con- 
ference ? 

Mr. Kireore. I do not recall it. I do not deny that the statement 
was made. 

Mr. Harkrns. And accordingly, you may recall your answer to 
Mr. Bicks’ question. Do you recall stating that you answered to Mr. 
Bicks that there had been cases you had recommended, where cases 
had not been filed, for violation of the judgment ? 

Mr. Kiieore. Whether I made the statement or not, those are the 
facts. 

Mr. Harkins. At that conference—this is the April 10, 1957, con- 
ference between Mr. Singman and myself and you and Mr. Bicks—did 
you not advise Mr. Bicks that you had recommended to Mr. Barnes 
that several proceedings be instituted in the Atlantic Refining case, 
and that your rec ‘ommendations had not been ac cepted ? 

Mr. Bricks. I was present at that conference, Mr. Harkins, and I 
do not recollect Mr. Kilgore saying that. 

May I reconstruct what happened ? Bear in mind, I don’t have the 
benefit of your apparently stenographic notes of the conference. 

You asked some questions about Atlantic Refining. This was in 
April of 1957. I had been the acting first assistant, and then first 
assistant, since October 1956. During that period I knew that no staff 
recommendation regarding action under the Atlantic Refining decree 
had reached my desk. Therefore, I had no occasion to wrestle 
at any length with the many complex problems under the judgment. 
And I was comparatively unfamiliar with it. 

When you asked the question I wanted to refresh my memory, so I 
turned to Mr. Kilgore, as if seeking some kind of recall of memory, 
and said, “Bill, you have never made any recommendation for action 
under this judgment to me, that I know of.” And I believe that is 
true, between the date I became acting first assistant and the date of 
your April visit to me, no staff recommendation regarding action under 
this judgment came to my desk. 

Mr. Krrgore. I made my recommendations to Judge Barnes. 

Mr. Bicxs. Which was before I became first assistant. That was 
the context, Mr. Harkins, that I put the question I did to Mr. Kilgore. 

Mr. Harxrys. May I read a paragraph from a memorandum of this 
meeting that I prepared, to see if it accords with your recollection ? 
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With respect to any information that would show instances where the Anti- 
trust Division staff had recommended court proceedings for consent decree viola- 
tions, Mr. Bicks stated it was the policy of the Department not to make such 
information available to Congress. He stated, however, that to his knowledge 
there had been no recommendation for court action from the staff of the Judg- 
ment Enforcement Section which had not been followed, and asked Mr. Kilgore if 
he (Mr. Kilgore) had in any instance recommended a case for violation of a 
consent decree where his recommendation had not been accepted. Mr. Kilgore 
answered in the affirmative and stated that he had recommended institution of 
such cases and that there were some instances where his recommendations had 
not been followed. When Mr. Bicks asked him to identify an instance, Mr. 
Kilgore stated he had recommended to Judge Barnes that several proceedings be 
instituted to enforce the decree in the Atlantic Refining case, and that his recom- 
mendations had not been accepted. Mr. Bicks stated that he was unfamiliar 
with that decree, or Mr. Kilgore’s recommendations. 

Does that correspond with your recollection ? 

Mr. Bicks. It does not, because it does not correspond with the 
facts. Mr. Kilgore recommended one proceeding that reached Judge 
Barnes during the time he was here. 

Mr. Harkins. That was the August 10, 1955, basic program ? 

Mr. Bicxs. No. You apparently are a bit confused about what the 
August 10, 1955, program was. ‘That involved only one proceeding, 
and that proceeding, a proceeding testing that issue, has since been 
filed, even though it did not involve the pieces of paper called plead- 
ings that were attached to that memo. 

Mr. Harkins. There was a memorandum submitted on August 10, 
1955. Isthat right? 

Mr. Bicxs. That is correct. 

Mr. Harkins. Was Judge Barnes in office ? 

Mr. Bricks. Yes, he was. 

Mr. Harkins. On May 4, 1956, there were 2 memos. 

Mr. Bricks. I believe that Judge Barnes never saw those memos. 
They went to Mr. Kirkpatrick, second assistant in the division. In 
the normal course of routing, the Assistant Attorney General doesn’t 
receive proposed pleadings until the immediate assistants in his office 
have gone over them and gotten a chance to formalize their own views. 
Only then can all views be presented to the Assistant Attorney General. 

Accordingly, regarding the May 4 memos that were sent to Mr. 
Kirkpatrick, I doubt that Judge Barnes saw them before he was ap- 
pointed to the bench some 6 or 8 months later. 

Mr. Harkins. They were addressed to Mr. Barnes. 

Mr. Bicxs. But they went to Kirkpatrick. You understand the 
division’s routing procedures. 

Mr. Harkins. I understand the proceedings, but the question is: 
Was Judge Barnes in office on May 4, 1956? 

Mr. Bricks. Of course he was. 

Mr. Harkins. On May 21 there was another. 

Mr. Bicxs. I don’t recall the May 21 memo. Neither does Mr. 
Karsted. He refuses to indicate that he made one on May 21. Mr. 
Kilgore, do you have a present recollection of what it is? 

Mr. Kiteore. We have no recollection on it. 

Mr. Harktns. Mr. Kilgore, how many recommendations with re- 
spect to enforcement of this decree have you prepared and approved, 
and forwarded to Judge Barnes’ office ? 

Mr. Kireore. As of what time? 

Mr. Harkins. As of April 10, 1957. 
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Mr. Kircore. May I confer just a minute? 

Mr. Karsted says that I had recommended four by that time. 

Mr. Harxins. Thank you. 

Now, do you recall the paragraph that I just read from, the memo- 
randum that I prepared, summarizing our conference on April 10, 
1957 % 

Mr. Kureore. Generally, sir, but I would like to also have a caveat 
on the word that implied that we had been turned down on our rec- 
ommendations. 

Mr. Harxrns. I am not implying that you had been turned down. 
They had not been accepted as of that date ; is that correct ¢ 

Mr. Kireorr. That is right. Nor had they been rejected. 

Mr. Harkins. Mr. Bicks, at the conference on April 10, 1957, did 
you not state to the members of the antitrust subcommittee staff that 
you were unfamiliar with the decree, or Mr. Kilgore’s recom- 
mendation ? 

Mr. Bicxs. Yes. I was comparatively unfamiliar with it. Of 
course, I had some idea what the decree was. I was completely un- 
familiar with Bill’s May 4, 1956, recommendation since they had never 
gone beyond Mr. Kirkpatrick’s desk to me. 

Mr. Harxrins. Mr. Kilgore, after the April 10 conference with the 
subcommittee staff, did you not collect all the documents from the office 
of the Assistant Attorney General in charge of the Antitrust Division 
bearing upon enfor cement in the Atlantic Refining case? 

Mr. Kincore. Yes, sir; that is true. 

Mr. Harxkrns. Among these documents did you not find a memo- 
randum from Mr. Bicks to Mr. Barnes dated’ September 1955 that 
dealt with the pleadings that were attached to Mr. Karsted’s August 
10, 1955, memorandum 

Mr. Kixcore. I believe that is true. 

Mr. Hansen. And the date of these papers again? I want to be 
accurate. 

Mr. Harkins. September 1955—Mr. Bicks’ memorandum. 

What is the date of the September 1955 memorandum ? 

Mr. Bicxs. What is the date of my memo / 

Mr. Harkins. Yes, sir. 

Mr. Bicxs. I don’t recall. 

Mr. Harkins. It was in September 1955 ? 

Mr. Bicxs. That is right. 

I was asked to comment on the merits of one particular legal pro- 
ceeding that was suggested and the form in which it was presented. 

Mr. Harkins. Mr. Bicks, before writing the memorandum to Judge 
Barnes in September 1955, did you read Mr. Karsted’s August 10, 
1955, memorandum ? 

Mr. Bicxs. I read only the portion relating to the proceeding. My 
judgment was not sought by Judge Barnes on the administrative 
problem of how much time should ‘Bill Kilgore spend on the whole 
program. I viewed the suggestion put to me as I think our chances 
of prevailing on this particular proceeding were in its present form. 

Mr. Harkins. Was the information that was contained in that part 
of Mr. Karsted’s August 1955 memorandum that you did read of 
such a nature as you w would be likely to remember ¢ 

Mr. Bricks. You mean between August 1955 and April 13, 1957 
Not with all the water that had gone over the dam in between, Mr. 








CONSENT DECREE PROGRAM—DEPARTMENT OF JUSTICE 227 


Harkins—that is, the almost 100 new antitrust cases that came across 
my desk between my reading part of the August 1955 memo and your 
visit. 

Mr. Harkins. Then are you in this position: That you wrote a rec- 
ommendation to Judge Barnes with respect to the pleadings that were 
attached to the August 10, 1955, memorandum of Mr. Karsted without 
having read the basic memorandum itself? 

Mr. Bricks. I read those portions of the basic memorandum that 
related to the pleadings. If you had seen the basic memorandum, 
Mr. Harkins—and you may well have; I don’t know—you would 
realize that much more than that particular pleading is treated. 

Mr. Harkins. How can you understand the merits of a pleading 
without reading the basic memo ? 

Mr. Bricks. I have already indicated I read that portion of the 
memorandums which I felt bore on the merits of the particular plead- 
ing. So I would not concede I did not read the basic memorandums, 
as you use the word. By far the substantial portion of that memo 
bore no relation to the merits of the particular pleadings which I was 
reviewing. 

To the best of my knowledge, you do not know what the particular 
pleading was attached, or what issue that raised? Or do you? 

Mr. Harxrns. I do not. 

Mr. Bicxs. Then how can you comment or make any judgment as 
to what portion of the memo bore on that pleading ? 

Mr. Harkins. That had to do with Service Pipe Line Co.; is that 
not true ? 

Mr. Bicxs. I am not going to indicate that. 

Mr. Harkins. Did the basic memorandum of August 10 have at- 
tached to it a pleading that names Service Pipe Line? 

Mr. Bricks. I am not going into that. I would not like to go into 
the changes that were made in our pleadings before they were filed. 
I think that would be a very clear indication of the process of evolu- 
tion of the Department’s thinking regarding drafting of those papers, 
papers, I emphasize, that are now before the court. 

Mr. Harxrns. Mr. Bicks, in May or June 1957, after the committee 
started its investigation, did you confer with Mr. Chaffetz, counsel 
for Standard Oil Company of Indiana, with respect to a possible case 
against Service Pipe Line Co. under the consent decree. 

Mr. Bicxs. What do you mean by “confer”? Did I speak with 
Mr. Chaffetz? Yes. Mr. Chaffetz represents several antitrust de- 
fendants or companies under investigation by this Division. I do 
not recall the occasion he was visiting with me. I do recall that he 
was in my office, I believe on a conference on some other matter. As 
a matter of fact, I don’t recall exactly the circumstances that he 
was there. 

I recall him asking if we were investigating any matters under the 
Pipe Line judgment. I recall responding that we were. 

He then asked if any involved his company. I said some did. He 
then asked if I would promise him that he would have a chance to 
meet with any member of the Department before any proceeding 
involving his client, Service, was filed. I indicated, in accord with 
our long-standing policy, first, that I could make no such promise that 
any counsel for any defendant would have a chance to confer with the 
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staff of the Division before proceedings were filed; but, second, that 
our policy was that barring some enforcement disadvantage stemming 
from such a conference, if we felt we could profit from one, we would 
have it; we would then agree to meet with him if it were feasible, 
but I would not make any commitment that we would so meet. 

Mr. Harxins. Did you 

Mr. Bicxs. I believe shortly after that he left for Europe. 

Mr. Harxrys. At that conference, did you advise Mr. Chaffetz 
that if it were feasible to do so, you would inform him if any case 
against Service Pipe Line were to be filed ? 

Mr. Bricks. I believe that is the substance of what I said. 

Our policy is, Mr. Harkins, first, that we generally profit from 
meeting where civil proceedings are contemplated, with defense coun- 
sel. Our profit stems from the fact that in the course of such con- 
ference we ofttimes gage the texture and the path of what their 
defense in court will be. 

Second, you have a quite basic issue of fairness here. When you 
are thinking of proceeding civilly against an American corpors ation 
or an American citizen, unless there is some enforcement disad- 
vantage, I think there is a strong equity claim that he be informed 
of the nature of his Government’s complaint against him. Involved 
here, it seems to me, is a basic principle of candor and fairness in our 
Government’s dealings with its ¢ itizens. 

Mr. Harkrns. In “August 1957 did you have another conference 
with Mr. Chaffetz concerning a case against Service Pipe Line Co. 
under the consent decree ? 

Mr. Bricks. On Friday, August 23, 1957, Mr. Chaffetz met with 
me in my office, with Mr. Karsted and Mr. Kirkpatrick, early in the 
morning—I would say between 9 and 10. 

Mr. Harxtns. Did you have any conference with Mr. Chaffetz be- 
fore that? Did you have any conversations with Mr. Chaffetz before 
this conference you described on August 23 

Mr. Broxs. As I recall, I think Mr. Karsted and Mr. Kirkpatrick 
were with me during the entire conference. 

Mr. Harrys. My question is, prior to the date of your conference 
on Friday, August 23. 

Mr. Bricks. You mean, setting up the conference? I think T spoke 
with his Washington office and asked if he could come in and see us 
at that time. I went on to say that in order for him to address him- 
self to the merits of what we were going to discuss, he might review 
his correspondence from the Department during the period 1954—I 
think I referred to some correspondence between Judge Barnes and 
Mr. Burke, the president of Service. By reviewing that correspond- 
ence, he could have in mind the particular issue we were going to 
discuss. 

In sum, it is frequently not too profitable to have a defense coun- 
sel come in to discuss a pending proceeding without him having some 
idea what we are going to discuss. So I asked him to reread that cor- 
respondence before he came in. 








Mr. Harxtns. My question is this 

Mr. Brcxs. I asked his office to do that. 

Mr. Harkins, Did you have a conference with Mr. Chaffetz with 
respect to any actions against Service Pipeline Co. under this decree 
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in the period between your May conference—your early conference 
before he went to Europe—and the August 23 conference? 

Mr. Bricks. I do not know if you w ould consider my speaking with 
his Washington office and asking if he might come in and see us at a 
conference. 

Mr. Harkins. The question is: Did you have a conversation with 
Mr. Chaffetz ? 

Mr. Bicxs. I would like to check my records. I do not recall one 
now. 

Mr. Harkins. And will you check your records and see if you saw 
him personally in this period, between the time of your conversation, 
your conference with him in your office before he went to Europe, 
and your conference with him on August 23, as you have disclosed ¢ 

Mr. Bicxs. I would be glad to. 

Mr. Harxrns. On the Monday preceding the Friday of August 23, 
did you call Mr. Rowe, from Chaffetz’ law firm, and advise him that 
a suit would soon be filed against Service Pipeline Co. for alleged vio- 
lation of the consent decree ? 

Mr. Bicxs. I do not recall doing that, because I would have had no 
such authority. 

Mr. Harkins. In that telephone conversation—you do not recall 
any telephone conversation ? 

Mr. Bricks. I indicated, in response to your previous question, that 
in response to Mr. Chaffetz’ request for an appointment, I spoke with 
his Washington office to tell Mr. Rowe we would be glad to see Mr. 
Chaffetz at a prescribed time. 

As I further indicated in response to your previous question, I asked 
Mr. Rowe to have Mr. Chatfetz read specific correspondence that 
would point up the issue between us. I did not, during the course of 
that conversation, as I recall, indicate to Mr. Rowe whether or not we 
would proceed, or if we w ould proceed, when. 

Mr. Harkins. Do you recall in that telephone conversation whether 
you advised Mr. Rowe that if he or Mr. Chaffetz wanted to discuss a 
case against Service Pipeline Co. before it was filed, they had to get to 
the Department in a hurry? 

Mr. Bicxs. No. Mr. Harkins, I can’t picture myself using that sort 
of language. I would like to describe a bit what the status of our 
operations was at that time not only regarding this case, but other 
cases. 

As our conference of April 10, or so, put it, as of that time, no 
recommendations were before me involving actions under this jude- 
ment. Immediately after that conference, I talked with Bill Kilgore. 
Judge Hansen was present. And it was made pretty darn clear that 
we would like to know whatever he thought should be done under 
the judgment, since no recommendations were presently before us. 

Our thinking developed over the months, and we decided that it 
would be not the better part of enforcement wisdom to bring one or 
two minor proceedings, but rather to get together all the proc ceedings 
involving the key provisions of the judgment, wherein we felt viola- 
tions existed. 

This task proceeded in April and May and June, and about the time 
August came around, we were in a pretty good state of preparation. 

Reconstructing the 1-day conversation with Mr. Chaffetz? Wash- 
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ington office, I may have indicated that if Mr. Chaffetz wanted to 
come in before we moved under the judgment, he had better do it 
pretty quickly. I didn’t indicate this to Mr. Chaffetz, but the fact 
was that we had all just about become satisfied with the state of the 
pleadings, and it looked as though Mr. Kirkpatrick and myself and 
Mr. Kilgore and Mr. Karsted were going to be in the position to 
make a unanimous recommendation to Judge Hansen as to what he 
might do. 

Mr. Harkins. Then, would not your answer to my question pre- 
viously asked be in the affirmative? That question was, in that tele- 
phone conversation did you advise Mr. Rowe that if he or Mr. Chaffetz 
wanted to discuss the case before it was filed, he had to get to the 
Department in a hurry? 

Mr. Bricks. I wouldn’t put it exactly that way, Mr. Harkins. I 
would stand on my reason of what I said. 

Mr. Hargtns. On that same day did Mr. Chaffetz telephone you 
from Chicago with respect to this matter ? 

Mr. Bricks. He might have; I would have to check my records. 

Mr. Harxrns. In that conversation, either with Mr. Chaffetz or 
with Mr. Rowe, did you advise them that you thought a suit would 
be filed on Friday, the 23d ? 

Mr. Bricks. No; I couldn’t have advised him of that, because one 
decision Judge Hansen had made was that he wanted to make sure 
that we had an enforcement package of all the suits we intended to 
file under the decree together, before we filed them; that he didn’t 
want to have them one at a time. He thought it was a more orderly 
way to present it. 

In this conclusion, I think all of us concurred. In point of fact, 
the last of that package was not ready until the week the suits were 
filed. So all I wanted to make clear to Mr. Rowe and Mr. Chaffetz 
was anytime in the near future, we might move without any feeling 
of bad faith in the sense of, “You didn’t offer us an appointment in 
time for us to get down before proceedings were filed.” 

Mr. Harxtns. In your telephone conversation, did you advise Mr. 
Chaffetz and Mr. Rowe that the basis for the suit that was proposed 
against Service Pipeline involved the question of whether the pro- 
rated value of new additions and betterments made by the pipeline 
company in the calendar year covered by the report could be added 
to the valuation of the carrier’s property for the next preceding 

ear ? 
7 Mr. Bricks. I would say what I advised Mr. Chaffetz and Mr. Rowe, 
that the issue between us would be reflected in correspondence as of 
certain dates. The correspondence referred to did raise the so-called 
pro rata issue. 

To repeat, I cannot answer “Yes” to your question because I do not 
now recall what I said, and, in fact, comparatively, I didn’t say that 
a suit would be filed on a particular date. 

Mr. Harkins. You did have a conference on Friday, August 23, 
1957. 





Mr. Bicks. That is right. 

Mr. Harxrns. At 10 a. m. with representatives of the Service Pipe- 
line? 

Mr. Bicxs. My recollection is it was slightly before 10 a. m. 
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Mr. Harkins. Who were the representatives of the Service Pipe- 
line Co. at this conference? 

Mr. Bicxs. Mr. Chaffetz, and I believe he had an accountant from 
the Service Pipeline Co., and I believe there was a nonprofessional 
business executive. My records would show their names. 

Mr. Harkins. Who were the representatives of the Department of 
Justice at this conference ? 

Mr. Bricks. Mr. Kirkpatrick; Mr. Karsted, the man in charge of the 
case; and myself. 

Mr. Harkins. At this conference did you hand to the representative 
of Service Pipe Line Co. a copy of the pleading that involved Service 
Pipe Line Co. ? 

Mr. Bicoxs. I began the conference by going over the correspond- 
ence with the Service representatives, so we could make sure what the 
issue between us was. I then said I thought the issue between us was 
reflected in a piece of paper which I gave them, which Mr. Karsted 
had prepared in the form of a pleading. This, Mr. Harkins, is a fairl 
standard way of conferring with defendants’ counsel when a civil 
proceeding is contemplated. It focuses quite definitely the issue be- 
tween us. It enables defendant’s counsel to offer whatever arguments 
they may choose to offer as to why we are wrong, if in fact they think 
weare wrong. And that is just what Mr. Chaffetz did. 

Mr. Harxrins. Did you advise the representatives of Service Pipe 
Line Co. at that conference that the Department was prepared to file 
the pleading on Friday, August 23 ? 

Mr. Bicxs. I donot recall that I did now. 

Mr. Harkins. Was the pleading filed on Friday? 

Mr. Bicxs. No; it wasn’t. I repeat, the decision that Judge Hansen 
had made was that we were to wait until we got all the proceedings 
under the key provisions together so we could file them as an enforce- 
ment package. 

Mr. Harkins. At that conference did the representatives of Service 
Pipe Line Co. persuade the Antitrust Division not to file a pleading? 

Mr. Bicxs. Quite obviously, Mr. Harkins, we have filed a pleading. 
So the answer to your question is, they did not. 

Mr. Harxrns. You are referring to the pleading that was filed on 
October 11, 1957? 

Mr. Bicxs. Iam. 

Mr. Harkins. Involving Service Pipe Line? 

Mr. Bricks. I am. 

Mr. Harxtn:. Was the motion that was filed on October 11, 1957, 
the same pleading that was discussed with Mr. Chaffetz and repre- 
sentatives of the Service Pipe Line Co. ? 

Mr. Bicxs. Mr. Harkins, I will not go into the changes that were 
made in the pleading, on the basis of the facts we learned since the 
meeting. 

The Cuatrman. He didn’t ask that. 

Mr. Bicks. It is not. I will say this, that whatever changes were 
made were minor. And all were made with the full concurrence of all 
four of us here. Quite frequently, Mr. Harkins, pleadings are revised 
up until the date they are filed. 

Mr. Harkins. Mr. Bicks, with respect to the memorandum you 
wrote in September 1955, concerning the pleading that was attached 
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to Mr. Karsted’s August 10, 1955, memo, did you discuss the matters 
involved in that pleading with Mr. Chaffetz or Mr. Rowe? 

Mr. Bicxs. No. 

Mr. Harxrns. Is it customary for the Department of Justice to dis- 
cuss with the defendants subject to a consent decree proposed actions 
by the Department for enforcement of that consent decree ? 

Mr. Bicxs. Judge Hansen testified yesterday, of course it is. 

Mr. Harxrns. Is it customary to show the defendant in such a case 
copies of the pleadings that the Department of Justice proposes to 
file? 

Mr. Bicxs. Mr. Harkins, where we think it is to our advantage in 
terms of focusing discussion to show defendant’s counsel the sort of 
pleading we have in mind filing in a civil case, we do. 

Mr. Harxrns. Were these discussions with the representatives of 
the Service Pipe Line Co. part of the prefiling negotiation procedures 
of the Department of Justice? 

Mr. Brcxs. No. 

Mr. Harxtns. They are not? 

Mr. Bicxs. No. 

I have never heard that applied to any but original proceedings. 

The Cuamman. He just asked the question. 

I think the committee will now recess until 2 o’clock. 

(Whereupon, at 12:20 p. m., the subcommittee recessed, to recon- 
vene at 2 p. m. of the same day.) 


AFTERNOON SESSION 


(Present : Representatives Celler, Keating, and Rodino.) 

The CuatrMan. The subcommittee will come to order. The Chair 
wants to announce that the witnesses for tomorrow will be the Hon- 
orable Owen Clark, Chairman of the Interstate Commerce Commis- 
sion, Cecil W. Emken, Director of the Bureau of Accounts, Inter- 
state Commerce Commission, C. F. Howser, Chief of Engineering 
Branch, Bureau of Accounts, Cost Finding and Valuation, ICC, 
James E. Moss, director, division of transportation, American Pe- 
troleum Institute, Fayette B. Dow, Chairman of the API committee 
on pipeline accounting, secretary to the API engineers-accountants 
valuation committee. 

We will now resume testimony of Judge Hansen and his col- 
leagues. 

Mr. Harxrns. Judge Hansen, paragraph VIII of the consent de- 
cree requires the defendant pipeline companies to render a report to 
the Attorney General annually, does it not? 


TESTIMONY OF HON. VICTOR R. HANSEN, ASSISTANT ATTORNEY 
GENERAL, DEPARTMENT OF JUSTICE, ACCOMPANIED BY ROBERT 
A. BICKS, FIRST ASSISTANT, W. D. KILGORE, JR., AND ALFRED 
KARSTED, ANTITRUST DIVISION, DEPARTMENT OF JUSTICE— 
Resumed 


Mr. Hansen. Yes, sir. 

Mr. Harxrns. Pursuant to this provision many of the defendants 
in this case have on file with the Attorney General more than one 
report for any particular year; is that not so? 
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Mr. Hansen. Yes, sir. 

Mr. Harkins. It is true, is it not, that in those instances where a 
carrier has submitted more than one report for any particular year, 
there are substantial differences in the reports that it has submitted ? 

Mr. Hansen. In some instances. I can’t say that that is always true. 

Mr. Kircorr. Usually they are made to show corrections in compu- 
tations and things like that. 

Mr. Hansen. There are some that show changes and corrections in 
computations. 

Mr. Harxrns. Service Pipe Line Co., for example, has submitted 3 
reports for each of the calendar years 1942 through 1948; is that not 
true? 

Mr. Kirgore. Yes, sir. 

Mr. Hansen. Yes; that is correct. 

Mr. Harkins. Further, Service Pipe Line Co. has submitted 4 
separate reports for the calendar year 1949; isn’t that true? 

Mr. Karsrep. That is correct. 

Mr. Harxrns. For the years 1950, 1951, and 1952, Service Pipe Line 
Co. submitted 2 reports to the Attorney General; is that not true? 

Mr. Karstep. That’s right. 

Mr. Hansen. That’s correct. 

Mr. Harkins. For the year 1942 on April 9, 1943, Service Pipe Line 
Co. reported to the Attorney General that the valuation used as an 
earnings basis amounted to $63,392,994; is that true? 

Mr. Hansen. I can’t give that from memory. If you are reading 
from the report, I assume that is correct. If you want me to check 
I'd be glad to do so. 

Mr. Harxrns. Check it with the document you have supplied to us. 

Mr. Hansen. The answer is “Yes.” 

Mr. Harxrns. However, on March 8, 1951, Service Pipe Line sub- 
mitted a report to the Attorney General for the year 1942 that stated 


= 


that the valuation used as a basis for the 7 percent amounted to 
$74,386,432; did it not? 

Mr. Hansen. That’s correct. 

Mr. Harxrns. My question is this: What was the appropriate valua- 
tion for Service Pipe Line to use as a basis for dividends in 1942? 

Mr. Hansen. I’d have to compute it. I certainly could not tell you 
now what the correct amount is. 

Mr. Harxrns. Is either of these figures that have been submitted by 
Service Pipe Line valuation to be used as a basis for dividends in 
1942 a correct statement ? 

Mr. Hansen. There would have to be an audit made before I could 
say whether it was or not. I don’t know of my own knowledge 
whether it is correct or it is incorrect. 

Mr. Harkins. Has there been an audit made of this matter? 

Mr. Hansen. The FBI has made several checks for various years. 
I cannot give you the exact years that they are covered. If you are 
interested in knowing the exact years, I could find out what we know 
about that. 

Mr. Harxrns. Do you know, do any of you gentlemen know, whether 
the valuation used as a basis for dividends in the report submitted on 
April 9, 1943, or the valuation used as a basis for dividends in the 
report that was submitted on March 8, 1951, with respect to the year 
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1942, do you know which of those figures is the correct one, or is either 
of them correct ? 

Mr. Hansen. I can’t answer that without a study of it. 

Mr. Harkins. According to the original 1942 report, $364,530 was 
subject to the provisions of persgraph 3 (c) of the complaint; is that 
not true, 3 (c) of the complaint ? 

Mr. Hansen. What was that amount again? 

Mr. Harkins. Of the judgment. I will repeat my question. Ac- 
cording to the original 1942 report, that was submitted on April 9, 
1943, $364,530 was subject to the provisions of paragraph 3 (c) of 
the judgment. 

Mr. Hansen. That’s correct. 

Mr. Harkins. However, in the second amended report filed in 1951, 
the amount subject to the provisions of paragraph 3 (c) was reported 
to be $1,134,000 ; is that not true? 

Mr. Hansen. That’s correct. 

Mr. Harkins. My question is this: What was the amount of money 
in 1942 that Service Pipeline earned and withheld pursuant to the 
provisions of paragraph 3 (c) of the judgment? 

Mr. Hansen. I can’t answer that without checking it carefully. 

Mr. Harkins. Mr. Kilgore, can you answer that question ? 

Mr. Kiteore. Could I have that again, sir? 

Mr. Harxins. Mr. Reporter, will you repeat the question ? 

(Question read.) 

Mr. Kiteore. According to which report, sir? 

Mr. Harkins. We want to know what are the facts as of 1942? 

Mr. Kueore. They have reported two different figures, sir. 

Mr. Harkins. Do you know whether either of those figures is 
accurate ? 

Mr. Kricore. That would depend upon an audit being made, sir. 

Mr. Harxrns. Has an audit been made of Service Pipe Line report 
for 1942 ? 

Mr. Ktreore. I have no personal knowledge of that until I check. 

Mr. Harkins. Will you supplement the record with respect to that? 

Mr. Kireorr. You appreciate these are reports that Service has 
filed and I have no personal knowledge as to what specific years or 
what specific companies the FBI audited. 

Mr. Harkins. Do you know, Judge Hansen, in subsequent years 
how much money did Service Pipe Line pay to its shipper-owner on 
the basis of the earnings that were withheld in 1942? 

Mr. Hansen. I can’t answer that without checking carefully on it. 

Mr. Harkins. Has there been an audit made of that ? 

Mr. Hansen. I can’t answer that. It is long before my time and 
I don’t know whether there was. 

Mr. Harxrns. Would you supplement our record after you have 
had an occasion to study the records of the Department of Justice in 
this regard ? 

Mr. Hansen. I will check our records. 

Mr. Harkins. What justification is there for Service Pipe Line 
amending its 1942 report in 1951? 

Mr. Hansen. That is calling for an opinion. I don’t know the 
facts. I assume they adjusted it because an error was found to be 
present or somebody called their attention to it, or the Bergson letter 
or some other information; I don’t know. 
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Mr. Harxtns. Mr. Kilgore, what would your answer be to the 
question of what justification is there for Service Pipe Line amending 
its 1942 report in 1951? 

Mr. Kireore. I don’t know what they considered to be their justi- 
fications, sir. I would only have to guess at what it might be. 

Mr. Harkins. Would there be any justification for accepting in 
1951 a correction of the 1942 report, other than to correct an arith- 
metical mistake ? 

Mr. Hansen. Isn’t that the matter that is probably going to be 
determined by the court ? 

Mr. Harkins. What case would that be? 

Mr. Hansen. I don’t know what you have in mind here. You 
asked for the justification of it. Have they properly computed it? 
That is one of the issues. 

The CuatrMan. There is no case involving this matter. 

Mr. Hansen. It is certainly under investigation, and ultimately this 
issue is going to have to be determined by the court. 

The CuHarrmMan. Next question ? 

Mr. Harkins. When does the report filed with the Attorney General 
pursuant to this decree become final ? 

Mr. Kitcore. That has never been determined by any court, sir. 

Mr. Hansen. That isa question of law. 

Mr. Hargrns. Has it ever been submitted? Mr. Kilgore, will you 
state an answer to the question. 

Mr. Hansen. By whom? 

Mr. Harts. The question that is involved is, when the report 
filed with the Attorney General pursuant to this decree became final, 
has that ever been submitted to a court for determination ? 

Mr. Hansen. By whom? 

Mr. Harkins. By the Department of Justice ? 

Mr. Hansen. I can’t answer anybody whether it has ever been up. 
I would want to make a thorough search of it, but our present infor- 
mation is that it is an undetermined issue, and it probably will be an 
a that will be in one of the cases which either is filed or will be 

ed. 

The Cuatrman. That is the issue will be whether or not the report 
filed with the Attorney General shall be deemed final ? 

Mr. Hansen. That’s correct. 

The Cuatrman. Which report and which particular year? There 
are so many reports that have been filed. 

Mr. Hansen. The issue of the statute of limitations, I assume, will 
be one in some of our cases. 

Mr. Harkins. Why are not the reports submitted by the companies 
pursuant to this decree final when they are filed by April 15 of the 
year succeeding the calendar year ? 

Mr. Hansen. What do you mean by the term “final”? You mean 
not subject to any attack for inaccuracies ? 

Mr. Harkins. Not subject to drastic changes. 

Mr. Hansen. Pardon? You mean after a certain period they are 
not subject to attack even though they are obviously in error? 

Mr. Harkins. There may be some error in figuring, but on prin- 
cipal, the standard that was used, why isn’t that final ? 
oe I would like to know what is meant by the term 

nal” ? 
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Mr. Harxrns. According to provisions of paragraph VIII of the 
judgment, each company is required to submit annually a report by 
April 15 of the year succeeding the calendar year of which the report 
is subject. 

Now, my question is, Why are the reports that are filed at that 
time not final reports except for the adjustment of minor arithmetical 
errors ? 

Mr. Hansen. If you want to speculate, I could assume that there 
might be fraud in there without any evidence of it. I don’t know 
what might develop. 

The Carman. All things being equal, why wouldn’t they be 
deemed final ? 

Mr. Hansen. Nothing is deemed final unless there is some statute of 
limitations, some agreement as to when it is final, or some adjudica- 
tion of it. 

The CuarrMan. But the court says they are to be filed as of a cer- 
tain date. When they are filed, why aren’t they deemed final, unless 
there are some arithmetical changes necessary ? 

Mr. Hansen. Do you mean by that the Government then would be 
estopped to take any proceeding immediately after they had filed a 
report ? 

The Cuatrman. No; not at all, but here you have this company 
filing several reports for each year. 

Mr. Hansen. That’s right. 

The CuHarrman. Which is the right one? 

Mr. Hansen. I don’t know. 

The CratrMan. There must be a time when there must be some 
finality attached to it, and we are trying to discover that. We are 
trying to get your help on it. 

Mr. Hansen. I can’t give you any help on it. It is a similar 
question to a man filing 3 or 4 income-tax returns and ultimately 
there is litigation on it, which one of the income returns are final. 
I don’t know that any of them are unless the statute has run against 
them. 

Mr. Har«rns. Mr. Kilgore 

Mr. Kircorr. Would you pardon me just 1 second, sir? 

Mr. Harrys. All right. 

Mr. Hansen. Maybe I misunderstood your question. Do you mean 
by final, the last one to be filed ? 

The CHatrMan. Judge, look at this situation. Here you have a 
report submitted in 1943, putting a valuation used as basis for divi- 
dends over 63 million, and in 1951 they use a figure over 74 million. 

Mr. Hansen. Is that as of 1943? 

The CnarrMan. Wait a minute, for 1942 when they file it in 1951— 
in 1951 they file a report for 1942, and the figures are given over 74 
million. In 1943 when they filed for 1942 they give the figure over 
63 million. That is a dreadful and a very substantial discrepancy. 
What is the reason for this, if you know ? 

Mr. Hansen. We are investigating it. I don’t know. I can’t 
answer as to the reason for it. 

The CuatrMan. That is an answer, you don’t know. 

Mr. Hansen. That is not a complete answer to it because I don’t 
want the committee to think that we are overlooking the discrepancies. 
We aren't. 
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The Cuatrman. The answer must stand unless you want to pay 
it. You don’t know. It is a very strange thing though. You have 
this big discrepancy for this same year filed in two different periods. 

Mr. Har«ins. Mr. Kilgore, do you have any comments on this 
problem ? 

Mr. Kixeore. I could only pose a question as to whether or not 
the judgment permits a defendant in 1950 to file an amended report 
from the year 1942 when the defendant knows that the ICC has used 
certain period prices which ICC says is proper to use for their pur- 
poses. The Department did reject certain amended reports on the 
ground that they should not use certain period prices for the years 
1942-49, through 1949. 

The CuHatrMan. It is rather clear, isn’t it, that 7 percent of $74,- 
386,432 is far greater than 7 percent of $63,392,994. As a matter of 
fact, 7 percent of the figure over $74 million is $5,200,000, whereas 
7 percent of over $63 million is only $4,437,580 at 7 percent of eval- 
uation. 

In other words, these figures were increased so as to increase in 
turn the amount of profit and the amount that would be put into 
the pockets of the shipper-owner. 

Mr. Hansen. On the same document, however, you will note in 
1950 they returned a sum less than the amount they returned in 1943 
to wit, $63,144,133 instead of $63,392,994. 

The Cnarrman. That’s right. The second one gave a less amount. 

Mr. Hansen. That’s correct. 

The CuHarrman. But the third one gave them far greater. 

Mr. Hansen. That’s correct. 

The Crarman. In other words, you have got three figures there. 

Mr. Hansen. That’s right. All I’m asking is that the record be 
clear. 

The Cuarrman. I don’t know which is the correct one. 

Mr. Hansen. I don’t either until we have checked it. 

Mr. Harkins. Has the Department of Justice ever advised any of 
the defendants in this case that defendants would not be permitted 
to change their reports once they had been filed, other than for cor- 
rection of minor arithmetical mistakes ? 

Mr. Hansen. I don’t know. I have no knowledge of it. 

Mr. Harxrns. Mr. Kilgore, do you know the answer to that ques- 
tion ? 

Mr. Karstep. The answer is “No.” 

Mr. Harxrns. The answer is “No.” 

Is this not a problem, Judge Hansen, that should be submitted to 
the court for determination ? 

Mr. Hansen. Which problem ? 

Mr. Harkins. The problem of whether a defendant subject to this 
decree can in 1951 make a report for the calendar year 1942 other than 
to correct minor arithmetical mistakes ? 

Mr. Hansen. I would certainly give it consideration. 

The Cuatrman. Thank you, very much. I think that is a very wise 
course to pursue, Judge. 

Mr. Kireore. I would like to have the record show that no recom- 
mendation has been made to Judge Hansen for him to act upon, one 
way or the other, on that. 
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Mr. Harkins. Does the Department of Justice know in those cases 
where a company has filed more than one report for a given year, which 
of those reports is accurate. 

Mr. Karsrep. Could I answer that? 

Yes, we do in some cases, because in some cases a report will be filed 
giving a valuation figure. Then, later, ICC will come out giving a 
different figure and they will amend this report to conform with the 
ICC valuation. So, in those cases we do know. In other cases we do 
not. 

Mr. Harrys. The practice of Service Pipe Line in changing the 
reports that it has submitted to the Attorney General for any par- 
ticular year is not a unique practice with that company, is it? 

Mr. Hansen. You mean, is that the only company that has made 
different reports ? 

Mr. Harkins. That is right. 

Mr. Hansen. No, others have, also. 

Mr. Harrys. In fact, it is true that most of the companies that are 
subject to this decree have more than one report for many of the years 
since entry of the decree, is that not true? 

Mr. Hansen. Most of them. 

Mr. Harxrns. Is it not true that the status of the reports that have 
been submitted to the Attorney General pursuant to this decree is 
such that it is virtually impossible to determine on the basis of the 
reports whether the decree has in fact been complied with ? 

Mr. Hansen. There are some difficult problems, and that is one of 
the difficult ones, and that takes considerable time to solve. 

Mr. Harxrns. These reports are submitted pursuant to an order 
from the courts; is that not right? 

Mr. Hansen. That is correct. 

Mr. Harxrns. In the event a company subject to the decree de- 
sires to change a report it has submitted to the Department of Justice, 
why should not that change be approved by the court ? 

Mr. Hansen. The decree does not provide for it. Certainly as I 
indicated to the chairman, I will give some consideration to it. 

The Cuarrman. That is very good. 

Mr. Harxrns. Since these reports are filed pursuant to a court 
order, why are they not treated as public documents? 

Mr. Kireore. It is simply that the courts’ orders direct that it be 
lodged with the Attorney General. It does not state that they are 
to be filed with the court. If they were filed with the court, they 
would be of public record. 

Mr. Hansen. I know of no ruling that we said that they were con- 
fidential. 

Mr. Harkins. Are these reports made available to anybody ? 

Mr. Hansen. Mr. Kilgore tells me that in the past, information 
coming from one defendant was not made available to others for the 
same reason that the Department of Interior keeps confidential 
against competitors the volume of production and so forth. And I 
think from an antitrust standpoint that it is a good policy that in- 
formation concerning earnings and activities of competitors in the 
field should not be made available to its other competitors. 

The CuHarrman. Let us toy with that a minute. I do not say 
whether it should or should not. I would just like to get your 
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Mr. Hansen. We run into that. We ran into that problem on our 
Middle East one. It has always been the feeling that information 
of production and sales and capacity and whatnot should be kept con- 
fidential. 

The Cuarrman. That involves questions of national security. 

Mr. Hansen. That is why exceptions were made, but otherwise we 
do not. 

The Cuarrman. I do not think that is a question that would obtain 
here with these domestic oil companies, and since there is a decree of 
the court which provides that reports shall be made, reports are 
made so that the Department and the public too, I imagine, can keep 
track of the situation. I am curious to get your views why they: 

Mr. Hansen. I have not thought it through excepting it appears 
to me that the Department for many, many years has taken the posi- 
tion that the facts concerning a competitor have not been made known 
generally, so they might be taken advantage of competitivewise by 
others, or as an indication of possible use to determine price structure 
and so forth. 

Some of this information I know is made available by the ICC. 

The CHatrMan. Judge, are not all these reports submitted to the 
Interstate Commerce Commission ¢ 

Mr. Hansen. Yes, sir; they are. I just said that. 

The Cuamman. Are not they made public by them? 

Mr. Hansen. I think they can get access to it. 

The Cuatrman. I beg your pardon ? 

Mr. Hansen. I think that the public has access to those. 

The Cuatrman. If they have access to them, then I do not see how 
there can be a desire to keep them from public view. 

Mr. Hansen. I did not say that we did. I said I know of no order 
saying we are not making them public, except we refuse to give them 
to other defendants. 

I would like to think it over, but I just said that the first thought 
that occurs to me, making information public, particularly in oil pro- 
duction and distribution and sales and whatnot, has been contrary to 
antitrust policy, and I would want to think it over before I would say 
in this instance we are going to make these facts available. 

The Cuatrman. That is very good. I am glad you take that posi- 
tion. 

Counsel just informed me we have all these reports. Do you want 
us to keep them out of the record? Would you rather have them out 
of the record, or would you object to our putting them in the record, or 
what ? 

Mr. Hansen. I would personally prefer having all of this informa- 
tion out of the record. 

Mr. Harkins. Judge Hansen, what information is contained in the 
reports to the Attorney General that is not available 

‘he Cuarrman. Wait a minute. Maybe I did not get you cor- 
rectly. You said you would prefer to keep them out of the record or 
in the record ? 

Mr. Hansen. I said I would prefer not having this information of 
the reports and so forth in the record. 

The Cuairman. In the record ? 

Mr. Hansen. I would rather not have it in the record. I would 
rather have it out. 

The Cuamman. I misunderstood you. 
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All right. 

Mr. Harkins. Judge Hansen, what information is contained in the 
reports to the Attor ney General that is not also to be found in the 
reports of the companies filed with the Interstate Commerce Com- 
mission ? 

Mr. Hansen. I think the computation of the 7 percent. I do not 
think that is included in the ICC’s. 

Mr. Harxktns. You mean the method of computation used by the 
companies ¢ 

Mr. Hansen. The actual computations. 

Mr. Harxrns. But the reports themselves, the reports required pur- 
suant to paragraph VIII, is there any information on that report 
other than the method of computation ‘of 7 percent that is not to be 
found by examining the form P reports the carriers file with the 
Interstate Commerce Commission ? 

Mr. Hansen. I do not know of any, but I would like to check them. 

Mr. Karsten. I could answer that. 

Only the 7-percent computation and any amount that is taken out 
of the restricted reserve and put in common-carrier property. Your 
form P report will include all moneys put into common-carrier prop- 
erty but it will not necessarily state that it came from a restricted 
surplus. 

Mr. Harxrtns. What harm would publication of the information 
that is not contained in the form P report do to the defendants in this 
case or to the Department of Justice’s position ? 

Mr. Hansen. You are focusing on discrepancies that may not other- 
wise be picked up 

Mr. Keratrne. Mr. Chairman, it seems to me a more reasonable way 
to go about it is if these are public documents in the ICC, why not put 
them in from the ICC and not from the Justice Department? Why 
do you not put the forms supplied to the ICC in the record if that 
helps and gives the same information ? 

Mr. Harxrys. The re ason, Mr. Keating, that the problem comes up 
is because we are discussing the consent decree and the consent decree 
requires the report to the Attorney General. It would not be too 
relevant to include the form P report to the Interstate Commerce 
Commission 

The CratrmMan. I am going to allow the Service Pipe Line Co. 
compilations to go in and we will hold the others for executive session. 

Mr. Harxrns. I offer for the record the compilation of the Service 
Pipe Line reports to the Attorney General. 

(The information referred to is as follows :) 





Reports to the Attorney General by Service Pipe Line Co. compiled by 
Department of Justice 





| Original report | Ist amended | 2d amended 3d amended 
report report report 
be 412 seen h abe a a hia eeets beet pins 
1942 | Submitted | Submitted | Submitted 
Apr. 9, 1948 | Aug. 21,1950 | Mar. 8, ead 
Valuation used as basis for dividends_| $63, 392,994.00 | $63, 144, 113.00 | $74, 386, 4 
7 percent of valuation _- 4, 487, 580.00 4, 420, O88. 00 | 5, 207 r 5) 
Net earnings 5, 886, 672. 00 5, 886, 672. 00 5, OTE loon cameos 
Amount subject to: | | 
Par. IIT (e) - 364, 530. 00 247, 038, 00 1, 134,000 |. 
Par. IIT (d) J 
Par. V.. 1, 449, 092. 00 1, 466, 584. 00 Ee Bi Ee 
Total payments to shipper-owner. ts 4, 073, 050. 00 4, 073, 050. 00 ee eee ees a Eee 
Dividends allowable subsequently - -- 364, 530.00 | 347, 038. 00 | bADG BOO: ba 222.5 6nicn dence 
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Reports to the Attorney General by Service Pipe Line Co. compiled by 
Department of Justice—Continued 


| 
| Original report 


™ 
Ist amended 


2d amended 


3d amended 

















report | report | report 
1948 | Submitted Submitted Submitted | 
| Apr. 10, 1944 Aug. 21, 1950 Mar. 8, 1961 
Valuation used as basis for dividends | $70, 635, 043. 00 $68, 7 722, 965. 00 $75, 670, 416 ws wtbenisy 
7 percent of valuation 4, 944, 453.00 | 4, 819, 608. 00 | F. 206, 929 
Net earnings. | 5, 510, 109. 94 5, 510, 109. 94 | 5, 510, 110 | asus 2 
Amount subject to: | 
Par. III (ec) Tr rere 742, 589. 00 608, 744. 00 | 1,095, 065 |....___ : 
Par. III (d)_-. z sadweadee | a 
Par. V_. . 565, 657. 00 699, 501. 94 | 213, 181 
Total payments ‘to shippe r-owner..__| 2, 851, 284. ©0 2, 851, 284. 90 | RMR lice as! 
Dividends allowable subsequently... 1, 107, 119. 00 955, 782. 00 | 2, 229, 065 
| 
| 
1944 Submitted Submitted | Submitted 
| Apr. 10,1945 | Aug. 21,1950 | Mar. 8. 1961 
Valuation used as basis for dividends.| $81, 305, 020. 00 $79, 398, 979. 00 | $85, OS) i oe sales 
7 percent of valuation | 5, 691,351.00 | 5, 557,929.00 | 5, oe 566 
Net earnings "3 5, 204, 106.00 | 5, 204, 106. 00 | §, 206, 006 1... acide 
Amount subject to: 
Pel. See Cllcszec22 ce 1, 034, 674. 00 | 1, 74.00 | 1, 034, 674 
Par. III (d)-. ‘citi cect dy 487, 245. 00 3.00 | tage LAS. 
Par. V eee . form orice cnibic cr osqicons Prone ahensn as 
Total pay ments to shippe r-owne " G8 977, 532. 00 977, 532. 00 | ? ; aul at Lacie d 
Dividends allowable subsequently - .| 2, 629, 038. 00 2, 345, 279. 00 | 4 COG 8 fies. ee 
} | 
1945 Submitted Submitted | Submitted 
| Apr. 10, 1946 Aug. 21,1950 | Mar. 8, 1951 
Valuation used as basis for dividends.| $84, 932, 187. 00 $82, 541, 107.00 | $02, 850, 288 j..-. 5.2555. shied 
7 percent of valuation | 5, 945, 2°3. 00 5, 777, 877. 00 | 6, 500, 147 . 
Net earnings 5, 418, 575. 00 5, 418, 575. 00 5, 418, 576 | iz ¢ 
Amount subject to: | 
Par. III (ec) gal 5, 418, 575. 00 530, 916. 00 | 530, 916 ees 
Par, III (d)- z 526, 677. 00 359, 301. 00 | 1,081, 571 e $ 
res ¥ --|---- seas lacecsceesese ewenddaey aun beucwwe bon thebos ‘ 
Total payments to shippe r-owner-..- : : 887, 660. 00 2 SF | eR aie 
Dividends allowable subse quently- all 8, 574, 290. 00 3, 235, 496. 00 | Sl eee ene GS 
| 
1946 | Submitted Submitted | Submitted 
| Apr. 10, 1947 Aug. 21, 1950 Mar. 8, 1951 
Valuation used as basis for dividends_| $85, 584, "158. 00 $83, 463, 019. CO | 904) 308 108 fF. oss fescue 
7 percent of valuation eal 5, 990, 893. 00 | 5, 842, 411.00 | ©, OUR MRR lec. Sites. 
Net earnings. oe 5, 943, 127. 00 5, 892, 913. 00 5, 892, 913 5 at 
Amount subject to: | 
Par. III (ce) 5 ent 1, 005, 253. 00 | 954, 791. 00 3006-908: 1632 wes. - 
Par. IIT (d) icclcdguwas 47, 766. 00 pS se Pe aa ee 
ar. V. 50, 502. 00 | I OS 
Total payme ents to shipper-ow ner... 4, 887, 660. 00 4, 887, 660. 00 | COT Ob 12 Le 
Dividends allowable subsequently - - 4, 739, 649. 00 4, 190, 287.00 | 7, SOR S00 fons cbzetki ‘ 
1947 Submitted Submitted | Submitted 
Apr. 10, 1948 Aug. 21,1950 | Mar. 8, 1951 
Valuation used as basis for dividends $98, 099, 781. 00 $95, 906,961.00 | $104, 258, 454 


7 percent of valuation... 
Net earnings 
Amount subject to: 
Par. ITI (¢)- 
Par. ITT (d). 
Par. V 
Total payments to shipper-owner 
Dividends allowable subsequently. 


1948 


Valuation used as basis for dividends_- 


7 percent of valuation 
Net earnings 
Amount subject to: 
Par. IIT (c)-....-. 
Par. TIT (d) 
Par. V 
Total ps uvments to shinper-owner 


Dividends allowable subsequently. - 


Oo; 
1949 


Valuation used as basis 
7 percent of valuation 
Net earnings 
Amount subject to 
rent. Ter (0). 060 
Par. - (d) 
Par. V 
Total pay a ents to shipper-owner 
Dividends allowable subsequently 


for dividends. 


saat 


6, 866, 985. 
6, 450, 810. 


00 


1, 164. 929. 
410, 328. 


00 

00 

5, 083, 166. 00 

6, 314, 906. 

Submitted Apr. 
11, 1949 


$126, 735, 889. 00 


6, 


OS 


575, 933. 00 


2, 151, 650. 00 | 


8, 555, 244. 00 


Submitted Apr. 
10, 1950 
$168, 

ll, 
6, 


672, 


R07 


— 


, 910, 761. 00 


939, 328. 00 


to 


00 


00 


71, 512.00 | 
719, 862. 00 | 


353. 00 | 
, 065. 00 | 
896, 304. 00 | 


1, 164, 929. 00 
465, 391. 00 


~” 5, O83, 166. 00 
5, 820, 607. 00 


Submitted Aug. 
21, 1950 
$136, 

9, 558, 012. 00 





9, 680, 739. 00 
| 
| Submitted Aug. 
21, 1950 
$166, 092, 107. 00 
11, 626, 447. 00 
5, 510, 716. 00 


746 
6, 115, 700. 00 


|” 15, 437, 138. 00 


6, 713, 487.00 | 
6, 248, 095. 00 | 


543, 029. 00 | 
5, 913, 990. 00 | 


575, 933. 00 | 
3, 644, 022. 00 | 






iy oe 8, 092 
6, 248, 095 


1, 164, 929 
1, 049, 997 


5. ( 183, 166 
9, 577, 176 


Submitted Mar. 


8, 1951 
$136, 543, 029 
9, 558, 012 
5, 913, 990 





575, 933 
3, 644, 022 


13, 024, 678 


| Submitted Mar. | 


18, 1951 

$165, 206, 537 
11, 564, 458 
5, 510, 747 


~”6, 053, 711 


"17, 996, 811 





Submitted Apr. 


14, 1958 

$161, 803, 200 
11, 326, 224 
5, 510, 747 


5, 815, 477 


17, 758, 577 
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Reports to the Attorney General by Service Pipe Line Co. compiled by 
Department of Justice—Continued 


| 


| Original report | 


lst amended 


| 


2d amended 


3d amended 








report report report 
1950 Submitted Submitted | 
| Apr. 10,1951 | Apr. 14, 1958. | 
Valuation used as basis for dividends..| $164, 448, 474.00 | $161, 382, : Dieboalis sich tsdaenttilnkebeithcatibacintdcss 
7 percent of valuation................ 11, 511, 393.00 | 11, 296, 763. DE less casovennenedelchedibndimmieses 
eS } 5, 853, 938. 00 9, 853, 938. 00 gessonkscuce | suaaineuee scan 
Amount subject to: | | 
ew BEL (6) oscuavassbadecocccssstsc } woenese|---0--- Be 
ep WE cha. iatocansfabon 4 1,657, 48. BRT | MURINE ON ba cccccccscecesecldssddc-cutdccs 
ET ci tsninicte, albania thstoniebnntthtpebleal ea bbibderntina beliibe . aaa mene Re eee ee 


Total payments to shipper-owner ___- 
pay) PY 





Dividends allowable subsequently...| 18, 945, 5, 955. 00 | 
1961 | Submitted 
Apr. 11, 1952 


Valuation used as basis for dividends.| $169, 199, 574. 00 
7 percent of valuation 11, 843, 970. 00 
Net earnings 10, 248, 319. 00 
Amount subject to: 
Par. III (c) 
Par. o (d) 
Par. V. 
Total pay ments to shipper-owner. ... 
Dividends allowable subsequently - - - 


1, 595, 651. 00 


~~ 1,750, 558. 00° 
19, 491, 609. 00 
Submitted | 
Apr. 18, 1958 
$173, 489, 277. 00 


12, 144, 249. 00 
10, 881, 587. 00 


1952 


Valuation used as basis for dividends 
7 percent of valuation 
Net earnings ; ildlidadeesdiiity } 
Amount subject to: 


SR haiti aapdatenkat 601, 209. 00 | 
ie MEME COR ais detdelnphoedas pattie 1, 262, 662. 00 
Par. V Talat leda , |-. 
Total payments to shippe r-owner__- 10, 280, 378.00 | 
Dividends allowable subsequently - - - 17, 258, 554.00 | 
1953 Submitted | 
Apr. 12, 1954 


Valuation used as basis for dividends. | 
7 percent of valuation 11, 929, 880. 00 
Net earnings 10, 236, 141.00 | 
Amount subject to: } | 
Par. II (¢)...:.. 671, 017.00 
Par. am (d) 1, 693, 739. 00 
Par. V_. 
Total pay caeee ‘to shipper-ow ner__..| 
Dividends allowable subsequently - . - 





9, 565, 124.00 | 


Submitted 

| Apr. 18, 1955 

| | $17 0, 119, 633.00 | 
11, 908, 374. 00 


1954 


Valuation used as basis for dividends 
7 percent of valuation. 
Net earnings 
Amount subject to: 
Pt, SE cee cules eeadesnacine 
POE. EEE CO) ain cdendibarons scaiieeell 





757, 554. 00 | 


Par. V-_- . | 
Total payments to shippe r-owner _ - 9, 218, 348. 00 
Dividends allowable subsequently - - 12, 923, 138. 00 


1955 Submitted 
Apr. 6, 1956 
Valuation used as basis for dividends_| $187, 889, 833. 00 
7 percent of valuation. - 13, 152, 288.00 | 
Net earnings 14, 521, 989. 00 
Amount subject to: 
Par. Til (c)..... os 
Par, Bae CG). dasnsdc eee ; 
Par. V _..| 11,369, 701.00 
Total payments to shippe r-owner 13, 626, 579. 00 
Dividends allowable subsequently - 13, 467, 397. 00 


895, 410. 00 


$170, 426, 861.00 |. 


| 13, 608, 409. 00 | _- 


11, 150, 820.00 | __- 


“4, 284, 849.00 
18, 493, 051, 00 


Submitted 
Apr. 14, 1953 
$160, 955, 278. 00 
11, 266, 869. 00 
10, 248, 319. 00 


1, 018, 550. 00 


"1, 759, 558, 00 
19, 038, 705. 00 


Submitted 
Dec. 1, 1958 
$170, 640, 359. 00 
11, 944, 825. 00 
10, 881, 587. 00 


601, 
, 063, 238. 00 
10, 280, 378.00 
17, 


280, 


1 This total was paid purportedly toward 1952 and 1953 deficits. 


209.00 | 


059, 130. 00 | 
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Reports to the Attorney General by Service Pipe Line Co. compiled by 
ss snes of Justice—Continued 


| 


2d amended | 3d amended 
report report report 


| Original report 7 lst amended 
| 
| | 


1956 | Submitted Apr. 
| 11, 1957 
Valuation used as basis for dividends_| $191, 254, 833.00 |___- 





7 percent of valuation. . asia 13, 387, 838. 00 }-.-..---- 
Net earnings. ee | 14,515,414.00 |. 
Amount subject to: } | 
PS EE SON as ei eee 1, 969, 759.00 |___ 
ee ) ae inabade 
Par. V. se 127, 576. OO Ee ah nis save drained ia atc Ack al wt eed alg A 
Total payments to shipper- owner- | 12 DO Hacc, pana ce ndd ail Baile dente u con able aie aa 





Dividends allowable subseque ntly - sn --) 14, 37% 








2 All paid on 1953 deficit. 


(a) From 1941 to date, the value in each of those years of additions and 
betterments included by Service Pipe Line Co. in valuation used as a basis for 
paying dividends pursuant to Service’s pro rata theory of computing the value 
of additions and betterments placed in service during the calendar year covered 
by each report and the total of all such prorated valuations of additions and 
betterments. 





Year Original conan’ lst amended 2d amended | 3d amended 
imate cuiliaiieapaiianieiiiiciie on nent 
1942___ ences ita ; tes a $895, 941 |__ ve nce ah ae dae 
1943 de oe : saat 555, 604 |......-. vankedstazoueanentt 
siurinicasaia adlinatienetn ; , FOC EO fn noah sarnnans beacendenneneee 
1945__ stacoabds 2 Sane . SI MINER Ec essences: Sascich et don thnal aan odie ed aia: 
1946_. —— ease tai ‘ . ou ‘ Bag I | ici ce erets a eect eons is aopeigaideaaael 
1947.... sian adenine : ; ; : 5, 593, 854 |_. ee I a aa 
iis nse Se ee J hs ; i ! 10, 879, 002 A GIR, CTR hecho a tlidoce 
a Sasa ticen aa dah ete eae San tad si gaat wn'Sp ane Seg hae eng arate anette caietetod 41, 969, 211 | @) 
1950... eacentadlie bard tes 2 eed | (4) J ee | 
1951__- aldara edhe Ack Luana cei ahiis as 1 777, 203 
Se, 2 ee za ; : 1 3, 625, 718 
1953. ... Ba or Piet ie Koka () spies cntma tenis oy lek sesoeeustitah cast etn lin le ai ee a 
1954  5eee we ‘ » —_ ‘ (4) a Si citetaitial damien dite aa BS ye 
1955 ar a . 3 (1) Sees z . ey See: | ee PS 
1956 — calca eS es RO I Ea ccrsere tthe easier ha nines en eee 


1 Indicates those years in which, at the time the report was filed, the ICC had made a final valuation 
of the company’s common carrier property as of Dec. 31 of the preceding year. 


Notre.—Total (excluding figures where the report was later amended), $16,434,943, 


(6b) From 1941 to date, the value in each year of retirements deducted by 
Service Pipe Line Co. from valuation used as a basis for paying dividends pur- 
suant to Service’s pro rata theory of computing the value of retirements with- 
drawn from service during the calendar year covered by each report and the 
total of all such prorated valuations of retirements. 


Year Original report | 1st amended 2d amended 3d amended 


1942 

1943 

1944 

1945 

1946 

1947 $886, 340 

1948 2. 360, 993 1 $2. 360, 993 
oe 4, 787, 674 ) 
1950 

1951 178, 358 

1952 1 182, 292 

1953 | $1, 761, O72 

1954 “a 

1955 1 14, 364, 000 

1956 ) 


! Indicates those years in which, at the time the report was filed, the [CC had made a final valuation 
of the company’s common-carrier property as of Dec. 31 of the preceding year. 


Nore.— Total (excluding figures where the report was later amended), $18,846,715 


OR5O5 57 pt. 1, vol. 1— 17 
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(c) From 1941 to date, total amount of dividends paid and all other payments 
made by Service Pipe Line Co. to the shipper-owner. 


Year Original report Ist amended 2d amended 3d amended 
1942 $4. 073, 050 $4, 073, O50 $4 073. O50 
1943 2, 280, GSO 2. 280, 980 2 280, GOR 
57 7 57( 7 
1944 977, 532 977 ; 77, 532 
1945 
1946 2 4. 887, 660 2 4, BS7, 660 24 8 
1947 1¢ 5 OR3. 1 OS ( 
1948 
1 ) 
I | 4, 849 284 
195 1, 759, 558 » 109, 
1 10, 280, 37 Q, 280, 378 
19 H5, 1 
01. 209 
t ss is 
l 12, 2 s 
10 & 
} i-~ 
1. 418. ( 
197 " 
| 
P I 
I ‘ 1 Ll ! 
| ‘ 
| 
: 1 


Or ip ) i} 0 MmNpAnL to use in es i h iv ie i i 
tion that 1s to be used for the purpose of computin; i percent sh ire 
that may be paid to the shipper-owner: is that not right / 
; ry an 
[ANSI \ - 
I \R s. Under t eed . t] l é 
1] eli ure maulred to taxe the | final val 
be established bv the ICC. add to that the sum of additions and 
betterments after date of such final valuation and to deduct from this 
il Lp pl ite amounts for depreciation and retireme Chat 
oT Tf ‘ 
Mr. Hansen. Yes. si 
Mr. Harkins. The procedure that is established in paragraph 3 
a) of the decree for determining valuation differs from the pro 
res it are used by the ICC to establish valuation: is tha l 
\ Hansen. I personally do not know My staff does how 
the details that are used to arrive at the valuation of ICC, so I can 
lok answer the question. 
We have alleged in one of our actions we filed, and we are further 


stigating otners hat they have not ec mphed wit the valuation 


mve 


require? ent as set forth In the clecree. 


Mr. Harkins. Is it not true that in establishing valuations, the 
[CC method is to make an inventorv of the entire physical plant of 


a carrier as of the date of the valuation and establish a valnation on 
those facilities? Do you know the answer to that question, Mr. 
Karsted ? 

Mr. Karstrep. Yes, in part. 
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Mr. Harxrys. The procedure that is established under the decree 
differs from these ICC procedures; is that not correct ¢ 

Mr. Karsrep. That is right. 

Mr. Hansen. The decree defines what the valuation shall mean. 
It does not ¢o into details of method. 

Mr. Harktns. Is it a fact that at the time the decree was entered, 
the ICC had no procedures for bringing valuation down to date that 
did not involve establishing a valuation for all of the physical in- 
ventorv of the carriers’ property in existence at the date of valuation ? 

Mr. Hansen. Are you talking about back in 1941? 

Mr. Harxtns. That is right. 

Mr. Hansen. I cannot answer that. 

Mr. Harkins. Can any bo lv atthe table answer that f 

Mr. Kircorr. Not to my personal knowledge, sir. 

Mr. Harxrns. Has your examination of the procedures used bv 
the ICC in establishing valuation shown you the answer to that? 

Mr. Kircorr. I have never had occasion, sir, to go into the pro- 


cedures followed by ICC in establishing valuation. 


4 
Karsted 


Mr. Harknm Mr. ] ed, could you answer the question ? 

Mr. Karsrep. What was the question again ? 

Mr. Harxins. The question is this: It 1s a fact, is it not, that at 
the time the decree s entered, the ICC had no pro edures for 

rine ing valuation down to date tha did not n volve establishing a 
valua for all of the physi iventory of the carriers’ property 
7 mee at the date of valuation ? we 

Mr. Karsrep. I would have to say I do not know, the way the 
que tion is 1 rded. 

ICC may have had procedures for “bringing” valuation down to 
date but, if so, they did not use them as far as we can ascertain. For 
each valuation it appears that they started fresh and made a com- 
plete revaluation. 

Mr. Harkins. Yes. The ICC procedui as I understand them, 
would be a complete revaluation of all the physical inventory of the 
eh ers’ } Poe i 

As I understand the decree, the decree savs vou will use the latest 


final valuation ind add to it additions ai d bettern ents, and deduct 
retirements and denreciatior from the sum. And that procedure, I 
understand, is different from the procedure that is set forth, used bv 
the ICC. ; 


’ 


Mr. Karsten. That accords with my understanding. 

Mr. Hansen. So the record is clear, do you not think it would be 
well to read 3 (a) ofthe clecree ? 

Mr. Harxtns. The decree is in the record, but I will read that: 


Does that accord with your understanding, Mr. Karsted ? 


o (a). “Valuation” as hereinabove used shall mean the latest final valuation 
of each common carrier’s property owned and used for common carrier purposes 
as made by the Interstate Commerce Commission. To the latest final valuation 
of the Commission shall be added the value of additions and betterments to the 
common carrier property made after the date of such latest final valuation, and 
from this sum shall be deducted appropriate amounts for physical depreciation 
on and retirements of common-carrier property computed by the carrier as of the 
close of the next preceding year, in accordance with the methods used by the 
ICC in bringing valuations down to date, the classifications of property to con- 
form to the uniform system of accounts for pipelines, prescribed by the Inter- 
State Commerce Commission. Such valuations shall not include the value of 
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common carrier facilities acquired through the investment of excess earnings 
transferred to and withdrawn from the surplus account, as provided in para- 
graph 5 hereof. 

Mr. Kuréore. Mr. Harkins, may I request that the record show at 
this point the statement I made this morning with regard to when I 
took over in the Judgment Section in 1953, Mr. Bergson’s letter was 
extant at that time, and the problem was not presented to me of going 
into how latest final evaluation was computed ¢ 
_ Mr. Harxrys. Has it been the experience of the Antitrust Division 
in examining the reports filed by the pipelines pursuant to the decree 
that many of the pipelines, instead of using the procedure set forth 
in the decree, instead us some other procedure ? 

Mr. Kireore. Are you talking about from 1942 to 1950, or are you 
talking about—— 

Mr. Harkins, I would say at least from 1942 to 1953. 

Mr. Kingorr. Because we have presently pending a_ proceeding 
which challenges their method of computing valuation. 

Mr. Harkins. Only with respect to the pro rata. 

You shake your head “no,” Mr. Bicks. 

Mr. Bricks. Shipper-owners’ share. 

Mr. Harkins. But now we are talking about the problem that has 
also existed with respect to this judgment as to the proper method of 
computing valuation following the terms of, I submit, the decree and 
paragraph (b) that is contained in Mr. Bergson’s opinion. 

Mr. Hansen. I assume that problem is present in both of the cases. 

Mr. Harkins. I do not believe that problem has been pleaded in the 
cases that have been filed. 

Mr. Hansen. Following my own suggestions, I am not going to 
argue it. 

Mr. Harkins. Let me ask this question: It is true, is it not, that 
many of the pipelines in their reports revalued as of the date of the 
report the entire physical inventory of facilities used for common 
carriers ? 

(Can you answer that question ? 

Mr. Krucorr. You mean since Mr. Bergson’s letter ? 

Mr. Harkins. Primarily since Mr. Bergson’s letter, but before Mr. 
Bergson’s letter. 

Let us take it in two steps. Before Mr. Bergson’s letter was it not 
a fact that many of the pipelines in their reports revalued as of the 
date of the report the entire physical inventory of facilities used for 
common carriage? 

Mr. Kricore. Mr. Harkins, I have to confess I had no oceasion to try 
to analvze those old reports. 

Mr. Harkins. Mr. Karsted, can you answer that question ? 

Mr. Karsrep. Yes, I can say that some, I do not know whether I 
would say many. 

Mr. Harrys. Certainly some of them did? 

Mr. Karsrep. Yes. 

Mr. Harkins. Service Pipe Line did? 

Mr. Karstep. Yes. 

Mr. Harktns. Texas Pipe Line did, did it not ? 

Mr. Karsrep. I would not want to say without looking at Texas. 

Mr. Harxrns. Is this problem involved in any particular case at 
this time? 
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Mr. Hansen. Bear in mind that there may be other cases. 

Mr. Keartina. There will not be many cases after we finish these 
lawsuits here. 

Mr. Hansen. I used the word “may.” 

Mr. Kratine. We have got the committee all involved now. If the 
chairman and I put a robe on, we could decide this case pretty quickly. 

The Cuatrman. That is getting to be pretty old hat with the gentle- 
man from New York. 

Mr. Harxins. Mr. Karsted, can you answer my last question? 

Mr. Karstep. The last question, you said Texas? 

Mr. Harkins. Yes. 

Mr. Karstep. I could not say about Texas without actually looking 
at it. 

Mr. Harxrns. And the question after that, was this issue involved 
in any case that is pending ? 

Mr. Karstep. Not this precise issue, no. 

Mr. Harkins. Judge Hansen, may I show you these documents? 

Does not the top letter consist of a letter from Assistant Attorney 
General Clark, or is it Attorney General Clark? 

Mr. Hansen. At that time, he was Assistant Attorney General; 
now the Associate Justice of the Supreme Court. 

Mr. Harxrns (continuing). To Mr. Emison of the Texas Co.? Is 
that who it is addressed to? 

Mr. Hansen. That is correct, dated April 16, 1943. 

Mr. Harxtrns. Does that advise the Texas Co. that their method of 
computation used in the computation of valuations does not accord 
with the Department’s view rane the method should be? 

Mr. Hansen. No. It simply raises the question as to whether it 
does or not. 

Mr. Harkins. It raises the question whether it does. 

Now, will you look at the answer of Texas Co.? It is the next 
document. 

Mr. Hansen. I have read through it. 

Mr. Harxtins. What is that ? 

Mr. Hansen. I have read through it. 

Mr. Harxrns. Does that letter advise the Assistant Attorney Gen- 
eral that the method of computation for the valuation used by the 
Texas Co. is the application of an ICC formula ? 

Mr. Hansen. No, sir. The letter is April 8, 1943, and it is ad- 
dressed to Hon. Francis Biddle, Attorney General, not to the Assistant 
Attorney General, and it attaches the report applicable to the Texas 
Pipe Line Co. for the calendar year 1942, affecting valuation used 
as earning basis. 

Mr. Harkins. Judge Hansen, in order to expedite the hearing, 
could your staff take notes of the documents I handed you and supply 
it for the record, the answer to this question, whether in 1943 accord- 
ing to the correspondence the Texas Co. had valued, had used the 
method of valuation in its reports which was different from the method 
of valuation contained in paragraph III (c) of the complaint? 

Mr. Hansen. I will be very happy to. 

Are you leaving this with us? 

Mr. Harktns. I assume you have copies of those. 

Mr. Hansen. I do not know. 

Do we have copies of it ? 
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(The letters referred to are as follows:) 


THE TExAS PIPE LINE Co., 
April 8, 1948. 
Hon. FRANCIS BIDDLE, 
Attorney General, United States of America, 
Washington, D.C. 

DEAR Sik: Pursuant to paragraph VIII of civil action No. 14060 in the Dis- 
trict Court of the United States for the District of Columbia, United States 
of America, Plaintiff, v. The Atlantic Refining Company, et al., Defendants, 
we are attaching report applicable to the Texas Pipe Line Co. for the calendar 
year 1942 reflecting valuation used as earning basis, total earnings available 
for distribution to owners or stockholders, dividends paid to stockholders, and 
amount of money transferred or withdrawn from surplus and retained pursuant 
to paragraph V of civil action No. 14060. 

We are also attaching supporting detail setting forth the method used in 
arriving at the property valuation as of December 31, 1941. 

Yours very truly, 
(Signed) J. W. EMISoN. 


Tue Texas PIrPe LINE Co. 


Report to the Attorney General of the United States for the calendar year 1942 
(civil action No. 14060) 


1. Adjusted valuation of property owned and used for common- 

carrier purposes as of Dec. 31, 1941, as per schedule attached. $28, 315, 961. 00 
2. 7 percent of valuation of common-carrier property sega ae oe 1, 982, 117. 27 
3. Net earnings derived from transportation and other common- 

SUSTECE WOT ViICes ee a i Be ss bi ohh ws 1, 469, 7438. 62 


Interstate Commerce Commission annual report, form P, 


enn ee dee sc anescuiecetiiatecnioeneamein 1, 496, 120. 52 
Less nonoperating income, net._.......___-_________-_~_- 72, 522. 50 
Add adjustment of Federal income and excess-profits 
faxes end interest for prior year........................ 16, 145. 60 
4. Excess earnings to be transferred to surplus_._....._..-__-_ None 
5. Excess earnings used under par. V: 
(a) Extending existing or constructing or acquiring new 
common-carries Tactlitiqb a scuntidesascssad. laws None 
(0b) Maintaining normal and reasonable working capital 
during the current calendar year... - None 
(c) Retiring debt outstanding Jan. 1, 1942, which was in- 
curred for the purpose of constructing or acquiring 
eommon-Carrier  prodertyié ws cence dc ese ee None 
G, Ricceas GCOenines -Teteineds . su... dckiitianendemnsnenecinsnesi None 
ge. RRR OUI a cc utch rection caciics Ghas Aiden aitins alak to Gist iios 1, 450, 000. 00 
8. Dividends allowable in subsequent years___..._.____.____- 532, 117. 27 


Value of property owned and used for common-carrier purposes, valued by the 
Interstate Commerce Commission as of Dec. 31, 1934, adjusted to Dec. 31, 1941 








Original cost, depreciable property owned and used___--_..-------- $49, 126, 394 
Reproduction cost, new, depreciable property owned and used__--~- 47, 418, 153 
Total original cost and reproduction cost, new__------------ 96, 544, 547 
Be Orimrererel gui Cy Jee i eae) eC Lee lio ek 48, 272, 273 
Accrued depreciation, owned and used____---------------------- 22, 482, 354) 
Land and rights-of-way owned and used_______---_____---------- 714, 250 
Material and supplies, working capital, and going-concern value___ 1, 811, 792 


Adjusted value as of December 31, 1941_-.----_____-__----_--~--_ 28, 315, 961 
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DEPARTMENT OF JUSTICE, 
Washington, D. C., April 16, 1948. 
Mr. J. W. EMISON, 
Treasurer, the Texas Pipe Line Co., 
Houston, Tex. 

DeaR Str: This is to acknowledge receipt of your letter of April 8, 1943, 
addressed to the Attorney General, transmitting the report of your company for 
the year 1942, as required by paragraph VIII of the final judgment in the case 
of United States of America v. The Atlantic Refining Company et al. (civil 
action 14060). The report has been placed on file in the Department. 

We note that for the purposes of computing permissible payments to shipper- 
owners you used an adjusted valuation of $28,315,961. You arrived at this 
adjusted valuation by means of the computations set forth on page 2 of the 
report. We wish to raise the question as to whether the adjusted valuation 
used by your company meets the requirements of paragraph III (a) of the 
judgment. The decree provides that the latest final valuation as made by the 
Interstate Commerce Commission, adjusted for additions and betterments, depre- 
ciation, and retirements, be used as valuation for the purposes of the decree. 
The valuation reports of the Interstate Commerce Commission show that on 
November 29, 1988, the Commission handed down a decision valuing common- 
carrier property of the Texas Pipe Line Co. We believe that such valuation of 
the Commission, instead of the valuation computations used by your company, 
should be used as the basis of your report. 

We will appreciate advice on the above matters in order that we may go for- 
ward with an audit of your report. 

Very truly yours, 
Tom C. CLARK, 
Assistant Attorney General. 


THe TEXAS PrrPe LINE Co., 
April 26, 1943. 
Re: A. H. B. File 59—-8-213. 
THE ATTORNEY GENERAL, 
Department of Justice, 
Washington, D.C. 
(Attention: Mr. Tom C, Clark, Assistant Attorney General.) 

DEAR Sir: This will acknowledge receipt of your letter of April 16, above 
subject file number, relative to our report for the year 1942 as required by para- 
graph VIII of the final judgment in the case of the United States of America v. 


Atlantic Refining Company et al., civil action 14060. 

The valuation reports of the Interstate Commerce Commission, valuation 
docket No, 1210, the Texas Pipe Line Co., decided November 29, 1938, determines 
final value for ratemaking purposes of the property of the Texas Pipe Line Co. 
owned and used for common-carrier purposes as of December 31, 1934. This 
valuation as of December 31, 1934, is the only valuation of this company’s prop- 
erty as determined by the Interstate Commerce Commission, and as such, was 
used as the basis of determining the adjusted valuation of property owned and 
used as of December 31, 1941, giving consideration to property additions and 
retirements, and this adjusted valuation appears on the schedule enclosed with 
our letter of April 8, 1948. 

We are enclosing, in duplicate, summary report and detail statements outlin- 
ing and supporting the methods used by this company in adjusting the valuation 
of the property values as of December 31, 1934, to December 31, 1941, and we 
respectfully request that these statements be attached to and made a part of 
our schedules filed by the Texas Pipe Line Co. with our letter of April 8, 1943. 

You will observe that we have followed the method used by the Interstate 
Commerce Commission in bringing the valuation of the property down to Decem- 
ber 31, 1941. 

Yours very truly, 











(Signed) J. W. EmMison. 








ADJUSTED TO Dec. 31, 1941—THE Texas PIPE LINE Co. 
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INTERSTATE COMMERCE COMMISSION VALUATION OF PROPERTY AS OF Dec. 31, 1934, 








Owned and used: 


Texas gathering lines.......... - 
Texas trunklines 
EE di cinkirecddamamen 
Louisiana gathering lines__---_-- 
Louisiana trunklines.-......-.--- 
Louisiana general. ........--.--- 
Oklahoma gathering lines - - - - -- 
Oklahoma trunklines__...------ 
Oklahoma general... --.---.-- ; 
Tilinois gathering lines... ----- 
Tilinois trunklines- -- 
Tilinois (LPL) trunklines 
| ES pe 
Indiana (LPL) trunklines--.---- 
Montana gathering lines__..... : 
Montana trunklines... 


Used but not owned: 


Texas gathering lines 
Texas trunklines.............-.- 


Louisiana gathering lines..._..--| - 


Louisiana trunklines-----.....-- 
Oklahoma gathering lines. -.---- 
Oklahoma trunklines._..- 


NE COG... icadradiiedeetadt 





























Summary 
Exclusive of land and Land 
rights-of-way 
Reproduction cost 
Original Origi- | Pres- 
cost nal ent 
New Less de- cost value 
preciation 
$3, 907, 096 |$4, 053, 587 |$2, 207, 347 | $2, 393 $709 
32, 509, 283 (30, 500, 104 |15, 146, 439 | 93,010 | 28,914 
614, 410 545, 692 304, 663 8, 782 | 19, 361 
1, 029, 704 | 1,054, 611 DEED daiviedstlectvcties 
1, 319, 957 | 1, 139, 029 587, 534 8, 036 2, 488 
6, 725 6, 512 ED Bistncone egal 
1, 203, 269 | 1, 375, 186 565, 740 ee 
4, 994,377 | 5,149,065 | 2,083,656 | 42,730 | 19, 768 
125, 515 128, 239 i SED Attia cnca ben apes 
690, 158 690, 158 645, 797 i 
1, 685, 9€2 | 1,685,992 | 1,615,692 | 1,087 1, 037 
158, 270 158, 270 gf SSE] eee ah 
32, 682 32, 682 29, 705 a iaineiail os 
416, 758 416,758 | 404,612 27,443 | 27,443 
199, 369 | 178, 150 143, 048 219 219 
180, 289 249, 159 199, 327 462 462 
16, 107 18, 526 14, 821 . 
49, 089, 961 |47, 381, 720 |24, 909, 786 |184, 382 |100, 401 | 
| 
36, 433 36, 433 | ee 351 | 
aeaedhh chain daias bine chanel ....| 89, 392 | 
‘ : ‘ $ a 18 | 
etdatidbnde é ie pe 3, 301 
bikie dials asill sianiediladeeiidieal . ‘ 71 
oe niga sev . on * 1, 510 
| 36, 433 36, 433 26, 013 ..| 94, 643 
9, 126, 394 \4?, 418, 153 |24, 935, 799 |184, 382 1195, O44 
i 1 











Rights-of-way 
Origi- | Pres- 
nal ent 
cost value 
$51, 589 | $39, 356 
304, 376 | 259, 955 
25,373 | 25, 211 
20,189 | 17,392 

-| 33,978 | 27,191 
71, 810 59, 878 
19,109 | 19, 109 
40,647 | 40,647 
12, 829 12, 829 
13,555 | 13, 555 

1,800 | 1,800 
2, 283 2, 283 











597, 538 | 519, 206 
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Property owned and used for common carrier purposes 


EXCLUSIVE OF LAND AND RIGHTS—TEXAS GATHERING LINES 





Balance, Dec, 31, 1934 
1935—Retirements.............-.-... 

oii inna tiiemmmniemnenicnn 
Depreciation 
Additions 


Balance, Dec. 31, 1935 
1936— Retirements 


Subtotal 
Depreciation 
Additions 


Balance, Dec, 31, 1936 
1937— Retirements 


Subtotal 
SIN bdo csecenccscuee 
PEG liaensvagnaseonnasae 


Balance, Dec. 31, 1937. .............. 
938— Retirements...............-... 


a ae 
Depreciation . ....cstncnaecicves 
Additions __..... itiatiiieeaiitemiai 


Balance, Dec. 31, 1938 
1939— Retirements 


DE ovccnvandvncssewcnes 
Depreciation 
Additions 


Balance, Dec. 31, 1939 
1940— Retirements 


PE ncactnadeanosivasman 
OO, 
PY ees se 


Balance, Dec. 31, 1940. .............. 
1941—Retirements............... — 


cna cnansmcenines 
oe ae 
PNB i cide wcsecnnsneccsnest 


Balance, Dec. 31, 1941 


ae ewww seen 






































Reproduction cost Percent of 
Percent of | reproduc- 
reproduc- tion cost, 
Original tion cost, less depre- 
cost new, is of Less depre- ciation, 
original New ciation is of re- 
cost production 
cost new 
$4, 207, 802 107. 539 $4, 525, 023 $3, 023, 464 66. 817 
(560, 636) |...........- (602, 902) CONE ncneaeneseba 
ciples dees ibetataidtpeaiin tl 9 GER AEE | cntartcnitedaBicnmanbetion 
pian cnts eriniatiptaleiadhabot ign aaiaka baited a Cah Bi eencceststitine 
I Niet, 313, 010 I Raat seinininititioms 
3, 960, 176 106. 943 4, 235, 131 2, 709, 288 63. 972 
OR Ris nck (736, 190) CARE FF is dccdntechame 
st ceepiiahaeneciebin tia epeiiaptaeaieiiaiee 5 GER GEE lncccctastemmecacnene 
Ss decren seeeanatens anal ediatin eines aia ee ee Cl aiannnaie 
SE Ra ctnitiicetiiniinde 431, 676 SE bincnmnntusb~n 
3, 703, 457 106. 134 3, 930, 617 2, 469, 870 62. 837 
(GD) hs nctinwdande (556, 657) | | re 
Ne ae a acer SSR lscicadennctsiadkwadktenene 
cabanas Lbinhaiiemtictedliictiatielaiinds Ci DORs. cccnnintine 
SU Bice tahoe 514, 683 ER ciicectane 
3, 693, 655 105. 27! 3, 888, 643 2, 441, 775 62. 792 
Ce Ol Bidaaccewsece (301, 117) Ce ai Racine cctsdancdisies 
acai elastic damiiaiinioareiass eB ienk tai tttecceccniace 
itbdedewtedideiadauctehdthedadeeskhale CE in wenciwiirews 
SE ho cusditindicletnals 423, 065 RE bnkcnctdndiien 
3, 830, 702 104. 696 4, 010, 591 2, 470, 557 61. 601 
COR GE) ha cadinatinns.. (308, 854) CIGD Bie nddessceckse 
pesnaténatineulaaaanensunns DI oni duttbd Mie Slice mites 
nnspuidiudas qiqubibabecansbueqetumaanm Gia k) See tsicccl. 
BRU OEE: lededenodins« 223, 781 TEE fi cocicceuci- 
3, 759, 482 104. 416 | 3, 925, 518 2, 292, 342 58. 396 
CE I hi distbsn ns (222, 485) CdR GR ...sdcs. 
sstancatnlicillaeineaastn ieee lias ssiuiduin SB: FER OF lL ccacannctdies 
CEERI Rad RK eesteerpanenemmsnite (211, 813) 
| a 170, 525 170, 525 
3, 716, 931 104. 214 3, 873, 558 2, 121, 132 54. 759 
C8 OO ee (250, 688) Cp aT el ienaacensanee 
estas datelealaipacardpinla stadia 9 GER O00 L. ncntsctieildedinciotcn 
cide iaiawan taenellendeied hecieaebmmeeitt Ci EE ilakiicnscnce 
CO | 430, 717 MEAS cncadiioditine 
3, 907, 096 103. 749 4, 053, 587 2, 207, 347 54. 454 
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Property owned and used for common carrier purposes—Continued 


Balance, Dec. 31, 1934 
1935 retirements 


Balance, Dec, 31, 1935 
1936 retirements 


Balance, Dec. 31, 1936 
1937 retirements 


Balance, Dec. 31, 1937 
1938 retirements 


Balance, Dec. 31, 1938 
1939 retirements 


Balance, Dec. 31, 1939 
1940 retirements 


Balance, Dec, 31, 
1941 retirements 


1940 


Balance, Dec. 31, 1941 


Balance, Dec 
1935 


31, 1934 
Retirements. _- 
Additions... 


Balance, Dec. 31, 
1936—Retirements 
Additions 


Balance, Dec. 31, 1936. 


1937— Retirements 
Additions 


Balance, Dee. 31, 1937 
1938— Retirements 
Additions. 


Balance, Dec. 31, 1938 
1939— Retirements____- 
Additions 


Balance, Dee. 31, 
1940— Retirements 
Additions 


Balance, Dec. 31, 1940_- 


1941— Retirements... 


Additions. 


Balance, Dec. 31, 


1939. . 


LAND—TEXAS GATHERING LINES 


Original | 


| Percent of 
reproduc- 
tion cost, 


cost new, is of 
| original 
cost 
$4, 841 29, 62 
4,841 29. 62 | 
(1, 165 
3, 676 29. 625 
3, 676 29. 625 | 
(87) 
3, 589 29. 618 
3, 589 29. 618 
3, 589 29. 618 
(1, 196) 
2, 393 29. 628 


RIGHTS-OF-WAY 





46, 


, 538 
2, 669) 
, O85 


, 954 
3, 493) 


y ian 
, 307) 


7,171 


51, 589 76 


Reproduction cost 


New 


Less depre 
ciation 


$1, 434 
1, 434 
34 
1, 089 
1, ORO 
(26 


1, 063 
1, 063 


1, 063 


(354) 


709 


TEXAS GATHERING LINES 


, 439 63. 634 


582 65, 406 


010 66. 566 


, a01) 
, 829 


69. 825 


71. 110 
627 ae 


ORS 71. 502 


, 897 
, 534 


725 72. 459 


288 


$37, 187 


(4, 146) 


2 659 


35, 700 

(4, 717 

1, 641 

32, 624 
(2, 863 
4, 829 


34, 590 
(1, 864 
2, O85 


34, 811 
(2, 484) 


627 





Percent of 
reprocue- 
tion cost, 
less depre- 
ciation, 
is of re- 
production 
cost new 
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Property owned and used for common carrier purposes—Continued 


EXCLUSIVE OF LAND AND RIGHTS—TEXAS TRUNKLINES 


l 


Percent of 


| Percent of 
reproduc- 


Reproduction cost 

















| 
| 
| reproduc- | | | tion cost, 
Original | tion cost, | less depre- 
cost | new, is of | | Less depre- | ciation, 
| original New | ciation | is of re- 
| | cost production 
cost new 
iiereretiette kt = 4 = eh whack i | 2 
Balance, Dec. 31, 1934- -- $43, 331, 518 90. 183 $39, 077,484 | $26, 257, 446 | 67.193 
1935— Retirements_ . prewenwenl (820, 641) |............ | (748, 195) | (502,735) | .....-...... 
| SED | 
Subtotal__.._.- 38, 329, 289 aii ee ac 
Depreciation... ; ith Sabirens (R961, Bi791 i Ou. 
Additions. .- 145, 111 145, 111 | RGB 73 seu. 
Balance, Dec. 31, 1935. -- 42, 646, 988 90. 216 | 38, 474, 400 | 24, 738, 445 64. 298 
1936— Retirements. (1, 506, 913) é bue 1, 359, 477) 0074,017)1.. cuss. 
Subtotal 37, 114, 923 |... ce Brpcaaciiawe 
Depreciation ok Se wel (1, 124, 582 sou 
Additions --- 1, 051, 755 1, 051, 755 | 1, 051, 755 
Balance, Dec. 31, 1936... wi 42, 191, 830 | 90. 460 38, 166, 678 23, 791, 501 
1937— Retirements | | | 
West Texas main trunk- | | 
line system (10, 068, 837) (8, 329, 930 (6, 466 S87)i 2 Liv. -<.-. 
West Texas trunklines 458, 469) (414, 731) | (258, 527)|....-.. 
Other retirements. -- (358, 073) (332, 815) | (193, 016) |_._- 
Subtotal... , 29, 098, 202 |... picbustssdilil 
Depreciation... es - es .| (881, 676) }.......... 
Additions... 776, 669 776, 669 | MN icici acs 
Balance, Dec. 31, 1937_--. . 32, 083, 120 93.117 | 29, 874, 871 | 16, 770, 434 | 56. 136 
1938— Retirements. - ‘ on (467, 421)|.._- (435, 248) | (244, 331)}_.... <= 
| . 
Subtotal | 29, 439, 623 }..... ; succlau. 
Depreciation. - ‘. (892, 021)}_....._-- 
Additions 1, 048, 742 | 1,048,742] 1,048,742 |......_.. ee 
Balance, Dee. 31, 1938- -- 32,664,441 | 93.338 | 30,488,365 | 16, 682, 824 | 54.719 
1939— Retirements (542, 064) |__ — (505, 952) | ee...) 
Subtotal | 29,982, 413 |_._- > ae COO 
Depreciation | Cree 
Additions 560, 823 : 560, 823 | 560, 823 | ons 
Balance, Dec. 31, 1939. -- 32, 683, 200 93. 452 30, 543, 236 16, 058, 328 52. 576 
1940— Retirements (400, 956) | 374, 701)} (197, 003) | 
| | oy 
Subtotal... : 30, 168, 585 |-.--. a 
Depreciation ao Ge ES Locctin onsen 
Additions.- -- 563, 412 563, 412 | «gt dhe ge 
Balance, Dec. 31, 1940--- 32, 845, 656 93.565 | 30,731, 947 15, 510, 630 | 50. 471 
1941—Retirements (1, 624, 402) | (1, 519, 872)} (767, 094) |..--...---.. 
— | | 
Subtotal a 29, 212, 075 |_.-- itis swe 
Depreciation (BBB. 220) | v<-<noandnse 
Additions... 7 1, 288, 029 1, 288, 029 | 1, 268, O20 [ncecen-~-=-- 
Balance, Dec. 31, 1941..--- Sar 32, 509, 283 | 93.820 | 30, 500, 104 | 15. 146, 439 | 49. 660 
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Reproduction cost Percent of 
Percent of reproduc- 
reproduc- tion cost, 
Original tion cost, less depre- 
cost new, is of Less depre- ciation, 
original New ciation is of re- 
cost production 
| cost new 
Balance, Dec. 31, 1934.........-...-.. $376, 780 82. 690 ; +" GUNA GEE hci .ascaiis. 
1935— Retirements----.............-.. OP hd Rh eT a sessncmnten CGT hetiihwedckn. 
nen mnonsinscexaxens 722 | a 
Balance, Dec. 31, 1935.....-.....-..- 367, 985 OE Bh a ie 304, 413 |.___- 
1936—Retirements.........---------- (7, 204)|--..-....--- iecduseecaeaaae (6, 034) }._..- 7 
DAMNED oo ccenxacacccccccese I Bcc ncndsutn ptbhies cance 7, 466 |- 
Balance, Dec. 31, 1936.........--..-- 368, 157 cake SOR OA has. 2k. 
1937—Retirements...............-.-- ic carcenulacels : (69, 828) |... 
Ps cie canes dedi EE acai neuen eS - 6,776 |.- 
Balance, Dec. 31, 1987.........------ 290, 881 83. 469 | 242, 795 | * 
1938— Retirements... -- - iccunetcan eeabnase ‘ faust . ‘ 
Additions... ..... owab die dill 1, 835 ‘ey 1, 835 |. bs 
Balance, Dee. 31, 1938..._-- 202,716 | 88.572 |......-.--.-.. 244, 630 
1939—Retirements..-_-- ch Mel. .cnenhad Ll aaedealind | (850) 
Additions_-........ -| 11, 266 |-- | 11, 266 
Balance, Dec. 31, 1939... ..- 302, 965 | 84. 183 . SEE [onecncenuuce 
1940— Retirements 5 ate | (6, 759) |....-- (5, 690) |......-- 
POITI 3 hs scccnshncnns 13,024 |... 13, 024 
Balance, Dee. 31, 1940. _.._- 309, 230 | 84. 849 |__ 262, 380 
1941— Retirements... .............-. (16, 034) | _- Ee aa tse CE GOA) ce ccicu. 
DEE. die) «0.0 Btn ake 11, 180 |..--- |. ouceielel 11, 180 | 
Balance, Dec. 31, 1941.....-.-.-...-- 304, 376 | 7 oe eee 259, 955 
| | ' | 
LAND—TEXAS TRUNKLINES 
— _~ -r o | ee | ~~ Ps | = - y al 
Balance, Dec. 31, 1934_.............. $115, 069 St ee eae $33, 714 
1935—Retirements............-.-.-.- OR Bet iaknw<—on css iniecwsseaseae (3, 081) | . i 
i in eee on ental nn I anispnar ieee < 
Balance, Dec. 31, 1935. ........------ 104, 552 IS  teicas cprececersen I reo on a 
1936—Retirements.............-....- TL dite ep ketie eases 
ING « ccsacenchoncenanne | ttt ceded Ae ipaiciiedbedhelouibbaaes saeen Lanes name’ oa 
Balance, Dec. 31, 1936 96, 821 | ee 28, 368 |____- ‘ 
1937— Retirements... ....- DE akiterdthtipsslecchsecoscnnhe hie dss Scrinor ine 
TIE cananide Kemennnandaléanenmnediiene Ae coonseeieiaie oo ccahmaerule 
Balance, Dec. 31, 1937. ........---.-- 95, 230 SEE Twn aneneooe ln oe 
1938—Retirements.-._.......-...--.. DOU bob iikasmnnsen|asapecenccnsun SEV nccinijnonce 
Additions... .. einteniinetemiteamnda 466 Jon nwn--nnnen|-------------- 466 ‘ 
Balance, Dec. 31, 1938__.........---- 95, 627 | ae. I fi oc c~oc se 
1939—Retirements.................-.- SD ha 0s ssteanshas |-------------- | fe Ee 
I, ted dint dusncscageenatinte tid DOD lnsaneh ered Ja can--conencee | ES ccertiesiiihes 
Balance, Dec. 31, 1939. .............- 93, 548 I Lccencumanesuten ces oednie 
1940—Retirements_.................. ee cctainds cone ee WON tink ss oto 
sc nicicicsmateesacdatecches ees das ae 
Balance, Dec. 31, 1940. _.........--..- 93, 356 DR TU wai asnecchceks RE Roidnchawtnc 
1941—Retirements...............-..- a agi SI alae iia 
ID iPad iecismnsindinal 1,711 |- ‘ eae eee BSEE bevccswnssene 
Balance, Dec. 31, 1941... .......--- “ 98,010} 31.087 |.............. i cstencctiiiee 
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Reproduction cost Percent of 
Percent of reproduc- 
reproduc- tion cost, 
Original tion cost, less depre- 
cost new, is of Less depre- ciation, 
original New ciation is of re- 
cost production 
cost new 
Balance, Dec. 31, 1934. .......-..---- $531, 324 70. 363 $373, 855 $203, 930 54. 548 
1935——-Retirements_-.........-- betielat fe) eee (39, 633) CORE Seictetheede. = 4 
terse cecsie cesses he ace aa abet oeene I INET Pies -scnssngaieeiticneiail i lade 
IOI 5 on nnn ceeccnent osansp aviary lacenetenkes ase} s anon C27, ME inwacenannanns 
DRE a iinbewadivbspekicaid GR GF Vasaciuisuniis 60, 387 UN Te ica 
hvasdinatenanaea aac! 
Balance, Dec. 31, 1935... --..-----.-- 535, 385 73. 706 394, 609 216, 932 54. 974 
1936— Retirements... -- (56, 556)/.........-- | (41, 685) Cy oe cce Sencenes 
NN i oa encshcacccuns bipeeeeeeeecatelens outeeks SR CSP 12335 See 
Depreciation - <333 tt ona dnan beoiee eee Cr 
DR nce inscscecs | WEEE [osndwatasens 85, 510 I ie acme 
Balance, Dec, 31, 1936. ...-.....-- 564, 339 77. 690 438, 434 250, 763 57.195 
1937— Retirements. ---.----- | (78, 212) }-.....- | (56, 878) | nated 
| 
ua csc ccc ccc | picheeshhakad traseh weak: 908, B08 foes ccc oe 
Depreciation. -..-.-...-.-- fecsccsecmameens a nuloocansestensasl (31, 097) |. ma 
PS eee FOE leswcccres | 79, 060 | ne 
Balance, Dec. 31, 1937..-......-.--- 570, 187 80. 783 | 460, 616 266, 195 57. 791 
1938— Retirements___--_---- (45, 832) stes (37, 024) | GUE GOP locos cs. .c 
a oii iin ccdcccnccsisbonSee “ 78; BB... .ce eee 
a iiccciecscccschamiunds Siitevadaseg shen |------------ -| Gas... 
Additions. - - 74, 208 74, 208 WOE eons decane 
Balance, Dec. 31, 1938. ........--..-- 598, 563 83. 166 | 497, 800 284, 483 57. 148 
1930—Retirements..-_...........-.-.- CE SE Baisintincinecamei (42, 294) | ee 
I iiss ctcinsnivinicnsiil lp cil asec a cat ee... ee 
Depreciation . - - sine i niaininene a aniewieaiemmemoal Sep ie cccccaiacen 
Additions - -- DU We Dicsabi pias tencens 55, 941 MII. Restbacarasccectsahacan 
Balance, Dec. 31, 1939- .....--- 603, 648 84. 726 511, 447 279, 130 54. 577 
1940— Retirements... _.---- ee (52, 081) | 4, | ae ee 
I i cya sncecascnisincelsnnsnubiiuian . ic oe 
Depreciation. ............... =licqsuccadieimetbehskaeedeeiaweaseiaenl CR iscucncewens 
ME ov actiwicesnowescsex 4 | aaa 85, 010 UE Sithusocsnnas 
anil nae Sess 
Balance, Dec, 31, 1940. -......---- 627, 247 86. 796 544, 426 298, 301 54. 792 
1941—Retirements----._...--.-.--- GR GER cb 56-uccue (92, 708) GOUE CUO cthvcwecance 
| 
i, iis ian sianardin acs mariage ema aien GEES FED bonbcncnnieieiettnnsntomem 
Depreciation Licata anal (36, 815) 
Additions - - - 93, 974 93, 974 
Balance, Dec. 31, 1941. ..........---- 614, 410 88. 816 545, 692 304, 663 
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Balance, Dec. 31, 1934 
1935— Retirements 
Additions 


Balance, Dec. 31, 1935. - 


1936-- Retirements 
Additions 


alance, Dec. 31, 1936 
1937— Retirements 


Additions 


Balance, Dec. 31, 1937 
1938— Retirements 


Additions 


Balance, Dee. 31, 1938 
1939— Retirements 


Additions 


Balance, Dec. 31, 1939 
1940— Retirements 
Additions- 


Balance, Dec. 31, 1940 
1941 t 





LAND—TEXAS GENERAL 


Percent of 
reproduc- 


Original tion cost, 


cost new, is of 
original 
cost 

$8, 641 222. 427 

8, 641 222. 427 

8, 641 22. 427 

8, 641 222. 427 
150 

8, 791 290. 339 
(150) 

8, 641 222. 427 

8, 641 22. 427 


8, 7R2 220. 462 


Reproduction cost 


Less depre- 
New ciation 


$19, 220 


I 


¥, 220 
1, 220 
I, ZL 
150 
340 
(150 
+, 220 


Percent of 
reproduc- 
tion cost, 
less aepre- 
clation, 
is of re- 
production 


cost new 
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EXCLUSIVE OF LAND AND RIGHTS—LOUISIANA GATHERING LINES 


Balance, Dec. 31, 1934 
1935— Retirements. 


Subtotal 
Depreciation 
Additons 


Balanee, Dee. 31, 1935 
1936— Retirements 


Subtotal 
Depreciation 
Additions 


Balance, Dec. 31, 1936 
1937— Retirements 


Subtotal. _- 
Deprec ation. 
Addit ons 


Balance, Dec. 31, 1937 
1938— Retirements 


Subtotal 
Depreciation 
Additions 


Balance, Dec. 31, 1938 
1939— Retirements 


Subtotal 
Depreciation 
Additions 


Balance, Dee. 31, 1939 
1940— Retirements 


Subtotal 
Deprec‘ation 
Additions 


Balance, Dee. 31, 1940 

1941— Retirements. 
Subtotal 
Depreciation 
Additions 


Balance, Dec. 31, 1941 


Original 
cost 


146, 624 
(3, 682 


394, 004 


536, 946 
(26, 578 


882, 613 


, O18 


899, 195 


(155, 140 


63, 413 


797, 468 
(8, 636 


982, 569 


(22, 126) 


69, 261 


1, 029, 704 


| 
| 
| 


Reproduction cost 


Percent of 
reproduc- | 
tion cost, | 


| ~ 
Percent of 
___| reproduc- 
tion cost, 
| less depre- 











new, is of | Less depre- | ciation, 
original | New ciation is of re- 
cost production 
| cost new 
124. 136 $268, 265 29. 681 
(101, 948 i 
166, 317 
(9, 513) es 
12, 645 12, 645 
122. 055 178, 962 2, 497 29. 334 
4, 494 (1, 318) 
174, 468 
), 980 
394, 004 SUS GS 20. 
105. 869 568, 472 435, 203 | 76. 557 
(28, 138 21, 542) on e 
540, 334 suuouastnd ie 
30, 907) | E 
372, 245 372, 245 
ae + .aeee 
103. 395 912, 579 754, 999 | 82. 732 
(27, 935 3, 111) : 
884, 644 | ls 
(50, 602) 
33, 600 33, 600 
102. 120 918, 244 714, 886 | 77. 854 
(158, 429) (123, 443) 
759, 815 
(43, 461) 
63, 413 63, 413 
103. 230 823, 228 611, 395 74. 268 
(8, 915 (6, 621) | 
814, 313 
(46, ! 
193, 737 193, 737 | 
102. 593 1, 008, 050 | 751, 932 | 74. 593 
(22, 700) | (16, 933) 
985, 350 
(56, 362) 7 
69, 261 69, 261 
102.419 | 1, 054, 611 747, 898 | 70. 917 
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Reproduction cost Percent of 
Percent of | reproduc- 
reproduc- tion cost, 
Original tion cost, less depre- 
cost new, is of Less depre- ciation, 
original New ciation is of re- 
cost production 
cost new 
Balance, Dec. 31, 1934............... $1, 264 26. 028 
1935—Retirements..............-.... Ci imeodaivaneta 
i iictcnnitnemntnsitieniininiaine Te Entdsdienmbenes 
Balance, Dec. 31, 1935. .............. 570 ee Se eceludenbenne 
1986—Retirements...............-.-- | 1G) | eeneddvvss= a CP lveawcedeesce 
is Kiitrtndcmnnncrnenss | DRE Bike assudseneicesacdewrennecs OE Phan ccnp 
Balance, Dec, 31, 1936..............- | 11, 592 EE 31, Oe Babs idedi cic 
1987—Retirements................--- | 5 - . 
PE pe ncnncccccndcbiitnbad 
Balance, Dec. 31, 1937 
19388—Retirements_................-- 
Sin hrittewonvecsitdnses 
Balance, Dec. 31, 1938 
1939—Retirements_.................- 
Bi dna besecccensccse> 





Balance, Dec. 31, 1939 
1940—Retirements__ 
BEI hn da cocnccesstioves 


Balance, Dec. 31, 1940 
1941—Retirements_............---... 
DBs te ccccccensbbunce! Pb rbocisdl tats bndnccunecnsnn's a 























Balance, Dec. 31, 1941........-------| 25,373 | 99.362 |.............- | 25, 211 |............ 
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Balance, Dec, 31, 1934 
1935— Retirements 


ae veut 
ERIS accaccdscececne 
Additions 


Balance, Dec. 31, 1935 
1936—Retirements. -.......-- “ 


Subtotal 
Depreciatiets «oc. sci saccccnsss 
PPS ere 


Balance, Dec. 31, 1936. - - ‘ 
1937—Retirements-.--..........--.- 


Subtotal 
Depreciation - - .. 
Additions. - . -- ; 


Balance, Dec. 31, 1937. ..._....-.- 2 
1938—Retirements.-._.....-....--- 
Subtotal 
Depreciation. - .... 
Additions. 


Balance, Dec. 31, 1938 
1939—Retirements_- 


Subtotal_.._.__- 
Depreciation 
Additions... 


Balance, Dec. 31, 1939 
1940—Retirements. 


Subtotalc.:........ 
Depreciation - - -- 
Additions. . - 


Balance, Dec. 31, 1940. .._.....--- 3 
1941—Retirements..--.............--- 
Subtotal_..____-- 
Depreciation. - - 
Additions - .-. 


Balance, Dec. 31, 1941...__...- 


Balance Dec. 31, 1934__.......-- 
1935 retirements 


Balance, Dec. 31, 1935 (no changes | 


1936 to 1941, inclusive) 
Balance, Dec, 31, 1941. ..........--.- 


98505—57 
























































pt. 1, vol. 1——18 








Reproduction cost Percent of ~ 
Percent of reproduc- 
reproduc- tion cost, 
Original tion cost, less depre- 
cost new, is of Less depre- ciation, 
original New ciation is of re- 
cost production 
cost new 
i 
| 
$2, 354, 837 83. 026 $1, 955, 136 $1, 311, 077 67. 058 
ee (17, 235) (11, Seb ses cnic 
disakadn seabitnt«seds bl hal DIGIT Oe To cennn tab alitau.sonals 
site ndin syaigai Mie Adc tears begets aa (88; FOP. ciiad wo 5k 
2, 741 2, 741 2 TE Bsibhb..- 
2, 336, 819 83. 046 1, 940, 642 1, 243, 543 64. 078 
(83, GE hsccaccscccs (10, 335) Cp tc itkandsnd 
ithbdihinnebeibicaeleuie ek fg Sees Per ee 
wma ee ‘ (58, 488) ~ ake 
141, 331 oe van 141, 331 MOB GER IT sss codices 
2, 465, 705 | 84. 018 2, 071, 638 1, 319, 764 63. 706 
| (15, 846) shied (13, 313) Ch aaacwai vas nd 
‘tnaige lal is ys.) Uf eee ae ee ee 
eialtecmaaaes aac a ee ; (62, 967))....-....... 
25, 450 | aid 25, 450 We FE Pa tlbdsdo nce 
| 2, 475, 309 84. 182 2, 083, 775 | 1, 274, 366 61. 157 
| CER) BUN io coco cecnce (15, 319) | (RE i extedcsccucs 
- Aine thchb ha a@aeea ied tuxe).......... 
1 : Btn dela aa) ae (ON 
| 35, 552 35, 552 35, 552 ; zi 
2, 492, 664 84. 408 2, 104, 008 | 1, 237, 875 58. 834 
| oe (18, 198) CH POE ie ditceccccce 
ieeadeadd 2, CRS Bee Tan nncnnecwitideiid 1, o0 
ek ok See So Rs eat (DSUs idd 
3, 007 3, 007 Ge Bea cdsocddeus 
mill Dace oa Sicnemiendl natgarthemntiitegnaning 
2, 474, 111 84. 427 2,088,817 | 1, 166, 975 55. 868 
(965, 654)}_...--_.. (815, 274) | (455, 477)|..--.....--- 
Loncabiiccabnasoes 
—e ere. we | 2,700 1... all rane 
| sbincnaiitesatsn > wandlek ce cate ieee (98, GR tct ecu 
| 4, 975 ; 4, 975 SE Bescsedimanee 
1, 513, 432 84. 478 1, 278, 518 677, 885 53. 021 
(206, 674) ). 2-205 ---| (249, 692) (188, Felis... 
wasdicsbueideie aaa teks 1 GER GD fecncucobill,. weld. wena 
eed santos pAb he } saad (Bl, WRB istdsi ek 
102, 096 | meee 110, 203 WD Viekdcgiccdis 
nnaieteiia ne ees . = 
1, 319, 957 86. 293 1, 139, 029 587, 534 51. 582 
LAND—LOUISIANA TRUNKLINES 
es $8, 741 | me aot? 
(435) | a ; Cieeietwtente<<< 
ss = 
8, 306 | 29. 954 | | ies 275 one 
8,306 | 29.954 | : | CB secs 
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Balanee, Dec. 31, 1984- 


1935 retirements 

Balance, Dec. 31, 1935 

1936— Retirements 
Additions 


31, 1936 


Balance, Dec 


Balance, Dec 
1938 additions 


Balance, Dec. 31, 1938 


31, 1937..- 


Balanee, Dec. 31, 1939. _- 


1940 retirements 


Balance, Dec. 31, 1940 
1941— Retirements 
Additions 


Balance, Dec. 31, 1941... 


Balance, Dec. 31, 1934 


1935— Retirements 


Subtotal 
Depreciation 
Additions. . . 


Balance, Dec. 31, 1935... 


1936—Depreciation - - - 
Additions_ -. 


Balance, Dec. 31, 1936. 
1937—Retirements 


Subtotal 
Depreciation_ . ._ 
Additions_.. 


Balance, Dec. 31, 1937 
1938— Retirements 


Subtotal 
Depreciation 
Additions 


Balance, Dec. 31, 1938 
1939— Retirements 


Subtotal 
Depreciation 
Additions 


Balance, Dec. 31, 1939 
1940— Retirements 


Subtotal 
Depreciation 
Additions 


Balance, Dec. 31, 1940 
1941-—Retirements 


Subtotal 
Depreci ition 
Additions 


Balance, Dec. 31, 1941 


RIGHTS-OF-WAY- 


| Percent of 
reproduc- 


tion cost, 


Original 








cost new, is of 
original 
cost 
$25, 894 85. 815 
(201 
$25, 693 85. 817 
(2) 
1,718 
27, 409 86. 705 
27, 409 86. 705 
eS 7 
4 27, 486 86. 742 
27, 486 86. 742 
(5, 887) 
: , 599 86H, 740 
(2, 
1, 534 
Z 20, 189 86. 146 


$3, 737 82. 473 


(694 


86. 065 


88. 5Y 


90. 


| 679 


5, 840 93. 


(202) 


2, 370 


8, 008 
3, 478 


bt 


96. 833 


LOUISIANA TRUNKLINES 


Reproduction cost 


New 


$3, 


Ts 


4,777 
(6) 


4, 771 


679 | 


5, 450 


(189) | 


5, 261 
2, 370 


7, 631 
(3, 314) 


4,317 | 


Less depre- 
ciation 








EXCLUSIVE OF LAND AND RIGHTS—LOUISIANA GENERAL 


$2, 067 
(384) 


(205) 
782 


2, 260 
(268) 
847 


2, 839 
(19) 


3, 280 


(4) 


(389) 
679 


3, 566 
(125) 
| 


(429) 
2, 370 


5, 382 | 
, 337) 


(: 


Percent of 
reproduc- 
tion cost, 
less depre- 
ciation, 
is of re- 
production 
cost new 


7. 067 


68. 651 


591 


68 
65. 431 


70. 528 


75. 061 
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Bala 


1935— Retire 


, Dee 


31, 1934 
ments 


Subtotal 
Depreciation 


Additions 


Balance, Dec. 31, 1935 


1936— Retirements 
Subtotal 
Depreciation 
A cictit ns 
Balancer c. 31, 1936 
37—- Retire nts 
= otal 
Depreciation 
Additions 
Balance, Dec. 31, 1937 

1938— Retirements 


Subtotal 
Depreciation 
Additions 


Balance, Dec. 31, 1938 
1939— Retirements 


tal 
Depreciation 


Additions 


Subt« 


Balance, De 31, 1% 


1940— Retirement 


Subtot 
Depreciation 


Additions 


1 
ll 


Balance, Dee. 31, 1940 
1941— Retirement 
Subtotal 
I epreciation 


Additions 


Balance, Dee. 31, 1941 


OKLAHOMA GATHERING LINES 


Original 
cost 


76, 351 
1,11 26 
(83, 454) 
92. 788 


1, 140, 850 
(107, 212 


1, 078, 595 


(96, 752 


58, Of 


1, 039, 905 
(66, 502 


212, 591 


1, 185, 994 
(104, 943 


122, 218 


1, 203, 269 


Percent of 
reproduc 


tion cost, 
new, is of | 
originai 


cost 


126. 


156 


124. 125 
122. 468 
120. 541 


119. 


114 


781 


903 


287 


$1, 393, 588 


Reproduction cost 
} 
| 


New ciatic 


$722 
(93, O88) | 
| 


1, 300, 500 | 


| (59 
86, 781 86, 
1, 387, 281 
(102 


366) 


1, 284, 915 





Less depre- 


, 399 | 
(48, 254) |_ 


261 


Percent of 
| reproduc- 
| tion cost, 

less depre- 


ciation, 


n | is ofre- 
production 
cost new 


| 


, 043) 
781 


701, 883 | 
(51, 791) 


(58, 335) 
76, 351 76, 351 
1, 361, 266 668, 108 | 
(77, 711) 38, 141) 
1, 283, 555 
(58, 273) | 
92, 788 92, 788 


1, 376, 343 


(129, 342) (62, 
1, 247, 0O1 
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Mr. Krreore. Yes. 

Mr. Har«rns. Now, in Mr. Bergson’s letter dated September 14, 
1950, Mr. Bergson 

Mr. Hansen. Is not that the one that is in executive session ? 

Mr. Harkins. The letter of September 14, 1950, is not in executive 
session. 

Mr. Hansen. Very well. 

Mr. Harxtns. Mr. Bergson recited the proposals that had been put 
to him by Service Pipeline Co. at the conferences. No.2 was: 

Under reports filed from 1942 to 1949, inclusive, does paragraph III (a) permit 


Service Pipeline Co. to revalue the entire property each year on the basis of 
so-called period prices? 


With respect to that question, Mr. Bergson stated : 


Our answer to the second question is in the negative. The second sentence of 
paragraph III (a) prescribes the specific procedure for bringing a “latest final 
valuation” down to date. Under the language of that sentence, it is our view 
that the final valuation made by the ICC remains constant for decree purposes 
until the Commission makes a new final valuation. To that valuation is to be 
added the value of additions and betterments valued for the year in which 
completed, less appropriate deductions for physical appreciations and retirements 
determined in accordance with the methods used by the ICC in bringing valua- 
tions down to date. 

It is our understanding that in doing this, the Interstate Commerce Commis- 
sion uses period prices rather than original cost. 


Now, in this letter, was not Mr. Bergson stating to—— 

Mr. Hansen. I think it is quite clear what he stated. 

Mr. Harxrns. You think it is clear. 

Therefore, is he not saying that when a company submitted a report 
to the Attorney General in which the method of valuation used was 
to revalue the entire physical inventory of the property existing as of 
the date of the report, that such a method of valuation did not accord 
with the Department’s views of what the decree required ? 

Mr. Hansen. As I say, it is quite clear. 
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The Cuatrman. Is the answer “Yes” or “No”? 

Mr. Hansen. My understanding is he says that the original valua- 
tion established at the time of the decree was the basis, and that all you 
took from there on was improvements and appreciation, but I do not 
know whether you are asking me that I agree with that ; 

Mr. Bricks. Mr. Harkins, is it your view that that has any relevance 
for years since 1950? 

Mr. Harkins. We will develop that. 

Mr. Bricks. You are not willing to give us some insight in advance? 

The Cuarrman., I cannot hear you, Mr. Bicks. 

Mr. Brcxs. I would think that since the ICC has announced its 
policy of revaluing all pipeline assets each year, the issue as to how 
assets are to be valued in between ICC valuations becomes decreasingly 
important. I was curious as to what relevance the difficulties that 
arose in the years 1942 up to 1950 have to do with present enforcement 
problems. 

Mr. Harxrtns. Would you recognize, Mr. Bicks, that this problem 
affects the amended reports that have been submitted to the Depart- 
ment of Justice between 1942 and 1955? 

Mr. Hansen. We are not going to render any opinion on that here. 

Mr. Harkins. Mr. Bicks has rendered an opinion already. 

Mr. Bicxs. I have not rendered any. I was just curious as to what 
relevance you thought these were. It is just the reports filed subse- 
quent to 1950 covering years before 1950; is that true? 

Mr. Harkins. I did not hear your question, but I will repeat my 
question. 

Mr. Bicxs. It has to do with reports filed subsequent to 1950, but 
no year subsequent to 1950 ¢ 

Mr. Harkins. Yes. 

Mr. Bicxs. I think this is quite important for the record. No one 
of your questions bears on any problem that treats any year after 
1950. 

Mr. Harkins. That is not correct. 

You have not stated my position at all. 

What I am saying is this 

The Cuairman. Repeat your question. 

Mr. Hansen. All I gathered from Mr. Harkins’ statement was that 
you did not intend to disclose what the committee wanted to find out, 
so that we cannot anticipate or be helpful in answering questions that 
are presented. 

Mr. Knavrne. Asa member of the committee, I do not know. Maybe 
he knows. 

The Cuarrman. There are lots of things the gentleman from New 
York does not know and lots of things he does know. 

Mr. Keatine. That is right. 

Mr. Hansen. We were simply trying to get some guidance so we 
might be helpful. 

[f we knew what the committee was trying to accomplish, we might 
be able to get the answers. 

Mr. Harkins. My question was this: Is not the problem we are 
discussing now specifically the problem contained in Mr. Bergson’s 
letter, applicable to a consideration of the amended reports that have 
been filed by the pipeline companies in the period 1950 to 1954? 
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Mr. Hansen. It certainly must be taken into consideration in arriv- 
ing at our conclusion, but 1 am not going to express an opinion agree- 
ing or disagreeing with what Mr. Bergson says, and I think it is our 
duty to examine it. 

The Cuarrman. In other words, you take the liberty of not agree- 
ing with Mr. Bergson’s enunciation of principle ? 

Mr. Hansen. I don’t think it is only a liberty. I think it is a duty. 

The Cuarrman. You have a right to say you are not going to follow 
him or you will follow him. 

Mr. Hansen. I think it is my duty to arrive at what I think is a 
correct answer. 

Mr. Harkins. For the period 1942-50 was it a practice of the pipe- 
lines owned by Standard Oi] Company of New Jersey (Ajax, Inter- 
state, Plantation, Portland, Transit & Storage, and Tuscarora) to 
place a new valuation on the entire physical inventory of their 
facilities / 

Mr. Hansen. I don’t know. 

Mr. Harkins. Gentlemen, I submit to you a document and ask you 
to look at it. 

Mr. Hansen. This letter certainly covers an issue that is in dispute 
in one of these four pending cases. 

Mr. Harktns. That is the pro rata issue that is involved in that 
letter, is that not right ? 

Mr. Hansen. That is correct. 

Mr. Harxrns. But this letter also covers the method of valuation 
used by the companies that are listed in the chart attached to the letter, 
does it not? 

Mr. Hansen. You have stated that you don’t think they are the 
same issues involved in both cases. Assuming your position, it does 
contain that. 

Mr. Harxtns. Do you believe that there is the same issue involved 
in b * cases, » Judge Hansen ¢ 

Mr. Hansen. I have stated t 
tion in — cases, yes. 

Mr. Harkins. Other than the pro rata issue? Or the shipper- 
owner share issue ? 

Mr. Hansen. It is not my intention to argue the case here and I 
would prefer not to. I have simply invited the committee’s attention 
to the fact that this letter here raises one of the issues in the case 
that is now pending very definitely. It might also affect other cases 
and it might also affect issues on cases not yet ane that are under 
investigation. It certainly poses problems, and also it is not a letter 
to the Department of Justice. It is a letter dil a third party in 
which he makes a statement of a conclusion as to the methods that 
are used by certain other defendants and certain other companies. 
Whether his conclusions are accurate or not I don’t know. 

The Cuatrman. I would suggest, Judge, pardon me for making the 
suggestion, that you look at these documents. They are very, very 
important. 

Mr. Hansen. I have looked at them. 

The CHAIRMAN. They are very important for your own sake. I 
don’t think you have seen them. You probably didn’t know anything 
about it and they are very, very important in your proc eedings. 

Mr. Hansen. I read it now and I agree with the chairman. 


1 
i 


hat I feel there is an issue of valua- 











CONSENT DECREE PROGRAM—DEPARTMENT OF JUSTICE 273 


The CxAmman. I think this committee has done a real service by 
turning these documents up. 

Mr. Hansen. We certainly appreciate it but I would hope you 
wouldn’t put them in the record. 

Mr. Keratine. If you wanted a completely first-class service you 
would probably suggest that we terminate this hearing on these law- 
suits at this time, would you, Judge ¢ 

Mr. Hansen. I would concur in that. 

The Cuarmman. Yes; I can well imagine that you would like to have 
them terminated, Judge, very much like to have them. 

Mr. Hansen. I have expressed my reasons why. 

The Cuarman. I think that some things have been developed 
which may not be to your liking. They may not reflect too favorably 
on what you have been doing. 

Mr. Kearine. I would like to have the chairman point out one 
thing that reflects on the action of this gentleman that is now here, 
one single thing. 

The Cuarmman. I am not going to enter into a political alterea- 
tion with the gentleman from New York. He always likes to do that, 
always likes to inject politics into things. This is an investigation 
that goes back for many years and goes through a number of admin- 
istrations, and as far as I am concerned I have been very careful to 
keep politics out of it. 

Mr. Krarine. If the chairman were careful to keep politics out he 
would call some witnesses other than the present gentleman who 
happen to be the head of the Antitrust Division. tle would eall 
some of these people like Sree or Thurman Arnold or some of the 
people that handled this thir for 15 years or more before the pres- 
ent head of the Antitrust Pirin ever came in there. He has 
brought action. 

The Cuamman. I am very happy you got that out of your system. 


Now let’s not hear it again. You have expressed it. It is on the 


record several times and the answer has been the same. They 
haven't got the records. ‘The records are in one place. Now we are 
submitting some additional records which the Department apparently 
never saw and don’t know, though they might well have known about 
it if they had exercised diligence. 

Mr. Harkins. Mr. Bicks, the document you ne in your hand 
consists of a survey made of the companies in t API by a member 
of the API committee: is that not true? 

Mr. Bicxs. I don’t know that. 

Mr. Harkins. H 

Mr. Bu KS. l ] 
author is 

Mr. Harkins. Can you look at the second page and see? 

Mr. Brexs. I can’t make out his signatu re, 

Mr. Harkins. Does it look like J. L. Shoemaker ? 

Mr. Hansen. Whoever wrote it may recognize it as such. I don’t 
know. 

Mr. Harkins. But is that document not a compilation of a survey 
made by somebody of the API members as to the way those members 
computed the v: aluations under this consent decree ? 

Mr. Hansen. It doesn’t disclose it in the letter. 


ave vou re id th e document ? 


ave read the first page. I don’t know who the 
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Mr. Bicxs. Why don’t you characterize the letter yourself? Noone 
of us have read it ec: arefully enough to characterize it. 

The Cuarrman. We have heard of the API. That is the American 
Petroleum Institute. 

Mr. Harkins. Yes, sir. 

Mr. Hansen. Is that in the heading ? 

Mr. Harkins. This is a letter dated December 2, 1950, addressed 
to Mr. J. L. Burke: 


Dear Mr. Burke: You have asked that I survey the pipelines who were par- 
ties to the consent decree with respect to their method computing valuation filed 
with the Department of Justice—— 

Mr. Hansen. May I interrupt just a second? I don’t know whether 
the chairman is aware of the objection I made with reference to a 
couple paragraphs in that letter. I want to be sure the chairman is 
aware of the content of that letter before it is read in the open record. 
I have asked that that be filed in executive 

Mr. Keatitna. Who is the letter from ? 

Mr. Harkins. J. L. Shoemaker. 

Mr. Keattne. Who is that ? 

Mr. Harxrns. Vice president of the Service Pipe Line Co. and 
chairman of the API engineering accountants valuation committee. 

Mr. Keattne. Is he writing to someone in his own company ¢ 

Mr. Harts. He is writing to the president of his company. 

Mr. Krattne. And this is a communication which you got from the 
files of it? 

Mr. Harxrns. Service Pipe Line. 

Mr. Keattna. Well, it isthe same old story. 

The CuHatrMan. Same old hat. 

Mr. Keatrne. We are building up a case for these defendants. I 
have confidence in Judge Hansen. He says it is dangerous to make 
these things public. We ought not to do it with pending litigation. I 
think it is unheard of. 

The CuHatrman. Look here, this document has never been seen by 
the Department of Justice. They haven’t got it. 

Mr. Hansen. It is quite obvious. 

The Cuatrman. This is damaging information. They would have 
gotten it otherwise. 

Mr. Keattne. Why don’t you give it to them? 

The CramMan. We are not the agents of the Department of Jus- 
tice. They should have had it long since. If they had performed 
their duty, they would have had these documents. We have unearthed 
them by hard work and labor. If you want to have them not disclosed, 
then, of course, you would be then guilty of certain things. We are 
going to have them in the record right here and now. Put them right 
in the record for all to see, and they can’t hurt you one iota. 

The facts can’t be changed. These are the facts, and they are dis- 
closed right here. These are the opinions of the persons involved in 
this decree. 

Mr. Hansen. Opinions of the defendant. 

Mr. Harkins. That’s right, sir, as to the method of computing 
valuation. 

Mr. Hansen. From a vice president to his president. 

Mr. Harkins. Which Mr. Bergson in his letter advised was an in- 
correct method of computing valuation. Now let me ask you this. 
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Mr. Chairman, I offer this document for the record. 
The CmairmMan. It will be accepted. 
(The document referred to follows :) 


SERVICE Pipe LINE Co., 
Tulsa, Okla., December 2, 1950. 
Mr. J. L. BURKE. 

DEAR Mr. BurKE: You have asked that I survey the pipelines who are parties 
to the consent decree, with respect to their method of computing valuations 
filed with the Department of Justice, and their actual dividend policies. 

About the time I received your request, our auditors, Price Waterhouse & Co., 
raised a question as to our practice of earmarking or appropriating surplus for 
the amount of profit within the 7 percent which was invested in carrier preperty 
and included in valuation. Of Price Waterhouse & Co.'s clients, Service and 
Utah follow the most conservative policy with respect to earmarking, although 
Humble has earmarked some profits within 7 percent. 

I have checked with pipeline companies having more than $10 million invested 
in carrier property who are parties to the consent decree, and I believe that my 
information reflects their present management practice. I am using names of 
companies in this report, although in several cases I haye been advised that the 
information is not to be disclosed. Therefore, it would be difficult to obtain 
verification of the practices given in this report. 

The survey has been made by asking three questions: 

1. Method of computing valuations filed with the Department of Justice. 

2. Dividend policy. 

3. Undistributed profits used for property requirements and policy for 
earmarking surplus for such acquisitions, 

The attached summary statement shows names and amounts of property of 
the companies included in the survey. There is an arbitrary classification of 
methods of computing valuations, dividend policies and earmarking of surplus. 

The computation of a valuation involves many detailed procedures which 
cannot be fully covered in a report of this kind. There are many variations in 
methods of computing minimum valuations as well as differences in determining 
period prices. The significant variations are indicated in the attached report. 
This report shows that, except for the Standard Oil Co. (Indiana) group, the 
general practice for all carriers, has been to pay dividends on the valuations 
actually filed. Almost all of the companies have financed their additions and 
expansions of property through borrowing money and they are hopeful of mak- 
ing repayments using depreciation funds. Some of the companies which have 
used their profits to expand their properties in recent years, are in disagree- 
ment as to the earmarking of these profits in the surplus account. 

Yours truly, 
J. L. SHOEMAKER. 


® 57--pt.1, vol. l——19 
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Invest- Valuations filed | Dividend payments Additions 
ment in computed as— up to | to property | Surplus 
ee Bs a . t |. coe appro- 
Name | property | | | | | priation 
Dec. 31, |Mini-| Peri-| An- |Mlni-| Peri-| An- | | Prof- | of profits 
1949 mum) od nual |mum) od nual |Loans| its | 
| price| price | price | price 
Z ieee aes eat 5 
Standard Oil Co. (New | 
Jersey): | 

pS eS re $14, 374, 898 | Yes Rts (| eames peewee | Yes_|_- 

Interstate..........-. 61, 952, 581 | Yes.|.....-.|-- 1 hs desee oe Likes 

Plantation. .......--- 27, 867,665 | Yes_|_- ree Yes- ; aac}, 

Portiené........i.-.. 9, 469, 636 | Yes_|_.-..-}.-..--- Yes laa Yes | 

Transit & Storage....| 5,323,013 | Yes_|_..-. Senesiod WORsts sic Rives th Yes _| | 

Tuscarora... 7, 120,798 | Yes.|_..- Yes Yes_|. 

Humble.____-- 1136, 598,035 |......| Yes_|_- ened Yes.| Yes.| Yes 
Standard Oil Co. (Indi- 

ana): | 

SG }190, 581, 512 |_.._- leeuans SI a tat at chains | Yes.| Yes.| Yes. 

Pan American. -.---- 10, 053, 284 | fetonnel EE OEn el BUNUT covesisegasess Yes-|.. 

Utah__. deck 11, 889, 532 ree emer ee RE. ere eee .-| Yes.| Yes_| Yes. 
OPN 5 dint ode piaheste .---|112, 566, 179 | _.. | Yes. E dab bed WOR foint nds sod bebe LSS 
PD inn i <ephah ante se 33, 497, 632 | Yes _|- SS) ‘ Yes _| x 

Keystone------- mei {ef ee .-| Yes | 

Buffalo_............--| 1,878, 858 | Yes- ¥ oscuut! San 3 bbbhuddthinSe=fstw te 
PONE TE carcendcens ne |102, 788, 200 |_..... NOR | cnaionss ——, LORS bas nanes WOR sins 

Texas Empire....-..-| 41,515, 214 |_..--- Yes _|_- | | SMe leernenee Yes 

Texas-New Mexico_..| 26,421,135 |___. Yes sPesenice , i ctcansal webeiceas 

BE Chee kibts ak | 7,087, 588 |.....- Be be ita S Wests. ddies Yes 
pi See ae 1108, 598, 856 |_...-- Yes a lent’ SAU hacia beede’ Yes | 
a ali ie 93, 108, 429 |_...-- IE see ae Sa ee Yes_| Yes_| 
ne 96, 580, 938 |_..._- UP Olelcoeke Pat. Bats et EER Yes_| Yes_| 
Phillips Pipe Line------- | 24, 705, 103 |... WOStace i ORE Bia dn lakickd , ae 
Phillips Petroleum Co...| 28,818, 962 |__...- Yes.|-.---+-. Ri chs an<we Lomaieomnes L BOR Aanees 
Continental_..........--- | 13,693,660 | Yes_/__.__- S cae neal ee tote dette Yes 3 
Pure Transportation._.._| 11,780,007 | Yes_|_.-- --| Yes Soe i BOP. beeeus 
De dis indodsacaebiscscnd 15, 207,002 | Yes.|.--..-|---- dul PEMUG Til s54 bce oe Yes_| Yes 


Name of company 





Standard Oil Com- 
pany (New Jer- 
sey) Ajax, Inter- 
state, Plantation, | 
Portland, Transit | 


w 


crease 


pany’s 


valuations 


ithout any 


but 


& Storage, and panded. Held 
Tuscarora. concern value 
prices. 


Humble Pipe Line 


a 


Method of computing 


| Similar to SPL mimimum 
price 
increased 
working capital as com- 
operations 


ex- 
going- 
t 1934 


Used formula valuations 


Co. | computed on _ 6-year 
average period price. 
Never used minimum 


computation 


used by other Standard 


Oil 
Jersey) 


| valuation 
i 


Company 
subsidiaries 


(New 


No prorata values. 


Standard Oil Com- | 
pany (Indiana): | 
Pan American | 
Pipe Line 
Co. 


Utah Oil Re- 
fining Co. 


Service Pipe 
Line Co. | 
Gulf Refining Co--__| 


Formula 


Use 


period 
| puting valuat‘ons. 


| Same as above 


Same as above 


d formula 


prices 


valuations 
annual price basis. 


on 


method 
with very conservative 


in 


| pro rata values. 


com- 
No 


in- | 





Dividend policy 


Profits paid as dividends | 


to amost 7 percent. 
Small cushion is left for 
possible computation 
errors. Expansion fi- 
nanced by borrowing. 
Dividends on Planta- 
tion delayed during 
refinancing but should 


If 


soon be on current basis. | 


All earnings paid in divi- 


In 


dends except for year | 
1947. Generally, earn- 
ings have been under 


the 7 percent of valua- 
tions. 


Up to minimum valua- 
tions. No _ profits 
vested in property. 


| Same as above, but used 


profits for property ad- 
ditions. 


| Same as above 


Dividends have been paid 
by the department back 
to general funds in ap- 
proximate amounts of 7 
percent and represent 
substantially the entire 
profits made. 


in- | 


O 


Ss 


Si 


N 


Surplus earmarking 


necessary to invest 
profits, would earmark 
surplus. Present think- 
ing would be to purchase 


additional capital stock. 


1947, invested about 
$5,000,000 in carrier prop- 
erty and earmarked sur- 
plus. Also sold oil in 
lines and invested pro- 
ceeds in pipeline prop- 
erty. Borrowing for 
completion of construc- 
tion. 


nly amounts above 7 per- 
cent. Amounts above 7 
percent of minimum are 
retained in cash and 
securities. 

ame as above except for 
use of 7 percent in prop- 


erties and surplus ear- 
marked. 
ame as Utah Oil Refining 


Co. 

o earmarking of excess 
earnings so there are no 
restricted funds. Plans 
are being made for ex- 
pansion so there is ques- 
tion of borrowing and 
investment of profits in 
property to be deter- 


mined for future. 








CONSENT DECREE PROGRAM—DEPARTMENT OF JUSTICE 277 


Name of company 


Method of computing 
valuations 


Dividend policy 





Atlantic Pipe Line 
Co., Keystone, 
Buffalo. 


Texas Pipe Line 
Co., Texas, 
Texas-Empire, 
Kaw, Texas-New 
Mexico. 


Magnolia Pipe Line 
Co. 


Shell Pipe Line Co 


Sinclair Pipe Line 
Co. 


Phillips Pipe Line 
Co. 





Continental Pipe | 
Line Co. (similar | 
policy for Rocky 
Mountain Pipe | 
Line Co. which is 
not a party to | 
consent decree). 


Sun Pipe Line Co_.| 


Pure Transporta- 
tion Co. (same 
policy for Detroit 
Southern). 





Latest final valuations 
plus additions at cost, 
less depreciation, and 
retirements. Probably 
a larger figure than 
Service Pipe Line Co. 
minimum valuations. 
Returns show a reserva- 
tion of right to file 
amended returns when- 
ever final values are 
changed. 

Valuations on formula 
based on 6-year period 
prices. No pro rata 
values but take entire 
value of some projects 
back to _ first-of-year 
valuation. 

Returns filed using for- 
mula and modified pe- 
riod price basis and prob- 
ably will file amended 
returns after 1947 final 
valuation. No pro rata. 


Returns filed using for- 
mula and 6-year period 
price basis. No pro 
rata. 


Returns computed using 
formula and 6-year 
period prices. Also 
used prorata valuations 
of cost of property based 
on number of months in 
service. 


Valuations prepared using 
formula and period price 
basis. Several changes 
in basis of period price 
determination. No pro 
rata values. 


Valuations have been filed 
using formula and 
period prices. 


Valuation was made as of 
1939 and additions made 
at 1934 period prices less 
depreciation and retire- 
ments. 


Reports have been filed on 
1934 valuations plus 
additions which corre- 
spond with Service Pipe 
Line Co.’s minimum 
method. 





Have paid full 7 percent of 


valuation as dividends. 


Dividends paid up to 


limit of valuations ex- 
cept Kaw. Kaw in- 
vested some earnings in 
preperty but not in- 
cluded in valuation. 


Dividends paid up to 7 
percent of valuation as 
filed, however, Mag- 
nolia Pipe Line Co. is 
on inter-company ac- 
count basis and does not 
operate on cash basis of 
payment. Could be 
some question as to ac- 
tual dividend amount. 

Dividends policy some- 
what along line of Utah 
because of large loan 
payable to Shell Oil Co. 
on which payments of 
principal and interest 


have not exceeded 7 per- | 


cent of valuations filed. 


Dividends paid in 1942-43 
less than 7 percent and 
none paid since. 


Only excess earnings con- 


sidered to be retained 
on books of Phillips Pe- 
troleum Co. Phillips 
Pipe Line Co. has paid 
some dividends which 
are substantially less 
than minimum valua- 
tion. 


No dividends have been 


paid. (Rocky Moun- 
tain has paid up to 7 
percent.) 


Dividends have been paid 
on valuations as re- 
ported. 


Owes money to parent 


and dividend and in- 
terest payments have 
not been in excess of 7 
percent. In recent years 
have paid only interest 
as part of 7 percent. 








Surplus earmarking 





If allowable profits of 7 
percent were invested in 
property account, would 
earmark surplus as Serv- 
ice Pipe Line Co. has 
done. Earnings in ex- 
cess of 7 percent have 
been held in separate 
fund. 


No earmarking of surplus 
for reason that Kaw 
hopes to borrow suffi- 
cient amount to release 
funds for dividend pay- 
ment. 


No earmarking of profits 
invested in carrier prop- 
erty. Most of expansion 
financed by loans. 


$2,900,000 of 7 percent earn- 
ings invested in carrier 
property. This amount 
was not earmarked in 
surplus account of Shell 
Pipe Line but published 
statement of Shell Oil 
Co. included as part of 
restricted funds. 

Profits invested in prop- 
erty and included in val- 
uations but no earmark- 
ing forsurplus. Had one 
special loan on which 
earnings in exeess 7 per- 
cent used for repay- 
ment and this property 
not in valuation. 

Most of borrowing has 
been from Phillips Pe- 
troleum Co. While they 
have not considered in- 
vesting profits in prop- 
erty, their present think- 
ing is that earmarking 
would be required sam¢ 
as Service Pipe Line Co. 

Profits have been used to 
expand properties but 
surplus has not been ear- 
marked. It is probable 
any profits used for prop- 
erty expansion will he 
recovered by loans so 
that moneys will even- 
tually be available for 
dividends. 

Substantial amounts f 
profits invested in prop- 
erty in addition to lone- 
term debts. No surplus 
earmarking perior'r ed 
and this question has not 
been raised by outside 
auditors. 

Now interested in products 
line in Ohio in which 
investment will be about 
$1,700,000. Expect _ to 
pay only interest as part 
of 7 percent. Will prob- 
ably be a loan instead of 
investment of profits. 
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Mr. Harxrns. Is it not true that in the period 1942 to 1950 that the 
Humble Pipe Line Co., the subsidiaries of Standard Oil of New 
Jersey, the Gulf Refining Pipe Line Co., Atlantic Pipe Line Co., Texas 
ae Line Co., Magnolia Pipe Line Co., Sinclair Pipe Line Co., 

*hillips Pipe Line Co., and Continental Pi ipe Line Co., all have used 
2 formula in computing valuation which was different from the pro- 
cedures set forth in paragraph 3 (a) of the gas 

Mr. Hansen. I can’t answer that because I don’t know whether 
they did or not. 

Mr. Harxrns. Do the files in the Department of Justice indicate 
that? 

Mr. Kincorr. I have no personal knowledge of it, sir. 

Mr. Harkins. Hasthe Department of Justice ascertained that it was 
the practice for all carriers that IT have named to pay dividends on the 
valuations actually filed? Has the Department of Justice ascertained 
that it was the practice of all of these carriers to pay dividends on the 
valuations actually filed ? 

Mr. Hansen. That isa part of our investigation. 

Mr. Harkins. When dividends were paid on the basis of valuations 
that were computed by revaluing the entire physical inventory of 
facilities, and was different from the procedures as established by the 
decree, would that not be a violation of the decree ? 

Mr. Hansen. I am not going to give a legal opinion until we have 
made our complete investigation and study of it. 

The CrarrMan. Next question. 

Mr. Harxrns. Could not proceedings for violation of the decree have 
been instituted against the companies that Mr. Shoemaker’s survey 
indicated paid dividends on the basis of valuations that were arrived 
at by revaluing the entire physical inventory of facilities using period 
prices ¢ 

I would show you the document again, sir, if you would like to 
have it. 

Mr. Hansen. Tam very familiar with what it said. You are asking 
now for a conelusion—— 

Mr. Harkins. Yes, sir. 

Mr. Hansen (continuing). Which you have indicated to me. and it 
is true. It is the first time I had seen the letter. I have no access to 
the company’s service files nor do I have any knowledge of that state- 
ment that is in there. 

One of the reasons why I have so vigorously been up here, and I 
know the chairman has been with me, to try to get some legislation 
that we could compel production of documents. We cannot do it, and 

obviously we cannot get the documents, such as vou can. 

Mr. Harkins. Do you mean that Service Pipe Line Co. would not 
have given you, subjec t to this decree, the documents requested ? 

Mr. Bicxs. There is no visitorial clause in this decree. 

The CuatrmMan. Even so, do you not think that they would have 
been under obligation to give vou the documents that you asked for 
to see whether the decree had been compiled with? T should think 
you could get such documents. 

What is that, Mr. Bicks? 

Mr. Bricks. I was just saying this is the only decree I have ever seen 
without a visitorial provision in it. 
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Mr. Keating. In other words, when you get a decree like that these 
days, you require in the decree that there be a provision giving you 
the rights to get documents of that kind? 

Mr. Bicks. That is correct. - 

Mr. Keatine. And this decree back in 1941 did not have such pro- 
visions ? 

Mr. Bicxs. That is correct. 

The CuarrMan. This is only speculative. Just as one lawyer to 
another, do you think that the court would refuse your request for 
documents to see whether the decree was being complied with? I do 
not think so. 

Mr. Hansen. I have no way of knowing what an individual court 
would do. I know there is no provision in there, and I know that we 
have not the right to subpena. 

Mr. Harkins. Has the Department of Justice ever asked Service 
Pipe Line for documents of this nature? 

Mr. Hansen. How could we describe it, not knowing it is in exist- 
ence ! 

Mr. Harkins. You can describe documents pertinent to enforce- 
ment of the decree, can you not ¢ 

Mr. Hansen. I can say this, not to my knowledge, it was not dis- 
closed by the FBI investigation. And it is not unusual for companies 
to refuse to turn documents over to the FBI. Hence, we have grand 
juries. 

Mr. Harktns. Do you believe that if the Department of Justice 
were to make requests of the defendants under this decree, and such 
requests were refused, that the court would not order their produc- 
tion ? 

Mr. Hansen. I cannot answer that. 

The CuarrmMan. Never mind. 

Next question. 

Mr. Harkins. Judge Hansen, would it be appropriate to seek a 
modification of this decree to insert a visitorial provision ¢ 

Mr. Hansen. That opens the Pandora box. I have given thought to 
it, and I am still giving thought to it. I am not going to take the 
time of the committee here to discuss the various problems that are 
involved when we go in to ask for modifications of decrees. 

Sometimes there are many loopholes, or rather pitfalls that we run 
into in that situation that we want to give a second thought to before 
we ask for a modification. 

Mr. Harkins. The cases you have filed ask for construction of the 
decree, do they not? 

Mr. Kricorr. No, sir. 

Mr. Hansen. It does not ask for a construction. 

Mr. Harxrns. In the period 1942 

Mr. Hansen. Obviously the court is going to have to make a con- 
struction of certain of these things in arriving at the conclusion on it, 
but it is not asking simply for construction. 

Mr. Harxrns. You are asking for accounting for particular com- 
panies’ practices; is that right? 

Mr. Hansen. The documents speak for themselves, and the prayer 
is quite broad. 

Mr. Harkrns. In the period 1942-49, in the original reports sub- 
mitted by the Service Pipe Line Co., did not the Service Pipe Line 
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Co. revalue the entire physical inventory of property in order to 


determine the valuation on which dividends could be based ? 
Mr. Hansen. I donot know whether they did. 


Mr. Harxrns. Mr. Karsted, do you know the answer to that ques- 
tion ¢ 

Mr. Karsrep. You mean in their original ? 

Mr. Harkins. Their original report. 

Mr. Karstrep. No; I do not know that. 

Mr. Harkins. Has the Department of Justice ascertained that the 
Service Pipe Line Co. maintained another series of accounts using a 
different method of valuation on which its dividend payments ac tually 
were based, in the period 1942-49 ? 

Mr. Hansen. I do not have that knowledge. 

Mr. Harkins. Mr. Karsted, do you know whether Service Pipe Line 
Co. maintained two sets of books in this period / 

Mr. Karstrep. No; no knowledge. 

The Cuarrman, It might be well, Judge, to make inquiries along 
those lines to see whether they had two separate sets of books. 

Mr. Hansen. Rest assured we are going to do it. 

Mr. Harkins. Do you know whether or not Service Pipe Line Co., 
in the reports submitted to the Attorney General in the period from 
1942 to 1949, inclusive, computed the valuation on a formula for 
maximum valuation for the purposes of the report to the Attorney 
General, but on its own books for purposes of paying out dividends, 
computed valuation on a formula that would give a minimum valua- 
tion ? 

Mr. Hansen. I cannot answer that. 

Mr. Harkins. I show you a document—— 

Mr. Hansen. You mean by that that they kept two sets of socal 

Mr. Harxrns. Yes, sir. On the top document there is a paragraph 
marked. With respect to that paragraph, let me ask you this anestion : : 

Is the Department of Justice aware that the Service Pipe Line in 
the period 1942-49 maintained a separate account, called its un- 
declared dividends account, that adjusted the naan between the 
amount payable to the shipper-owner under the reports that had been 
submitted to the Attorney General and the method of computing 
valuation it maintained for its private use ? 

Mr. Hansen. I cannot answer that. 

Mr. Harkins. Does anybody at the table know whether in fact 
Service Pipe Line maintained a separate account called its unde- 
clared dividends account that adjusted the differences between the 
amounts payable to the shipper-owner under the reports that have 
been submitted to the Attorney General and the method of computing 
valuation maintained for its private use ? 

Nol ody knows. 

The consent decree does require the pipeline companies to report to 
the Attorney General the valuation used as a basis for dividends; is 
that not so? 

Mr. Hansen. I am awfully sorry, I did not catch the question. 

Mr. Harxrns. The consent decree does require the pipeline com- 
panies to report to the Attorney General the valuation used as a basis 
for dividends; does it not ? 

Mr. Hansen. Yes; and in the letter you showed me they contend 
that there is uncertainty, that it is ambiguous. 
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Mr. Harkins. When the Service Pipe Line submitted the report to 
the Attorney General which contained the valuation which was sub- 
stantially different from the valuation which Service actually used as 
a basis for dividends, if those are the correct facts, would that not be a 
false report and in itself be a violation of the decree? 

Mr. Hansen. I do not think I should be called on to give legal 
opinions. 

Mr. Harxtns. We will remove it from a question as to Service, and 
ask you this question: If a pipeline, subject to this decree, submits a 
report to the Attorney General in which it computes valuation by one 
method and at the same time uses another method for computing valu- 
ation on which it actually pays out dividends, would that report made 
to the Attorney General not be a false report, and in itself a violation 
of the decree ? 

Mr. Hansen. I can well conceive of a decree providing for a defi- 
nite method of valuation which might be entirely foreign to a proper 
method of valuation on distribution of dividends under different State 
laws or under any set of laws, but I do not think that it is fair to ask 
me to give you an opinion whether it would be a violation of the decree 
or whether it would be a false report. 

Certainly, I am convinced that anyone, before rendering such an 
opinion on an important matter, ought to have an opportunity to study 
all the phases of it, and I would like that opportunity. And we are 
certainly going to take advantage of the information we have gained 
here, plus the results of the investigation that is still pending. 

(The documents referred to are as follows :) 


STANOLIND PIPE LINE Co., 
Tulsa, Okla., February 4, 1947. 
Memorandum: Valuation for consent decree purposes. 


Mr. B. C. CLarpy: At your request, we have been giving consideration to avail- 
able remedies for the situation with which Stanolind Pipe Line Co. is confronted 
in using minimum and maximum valuation in connection with the allocation of 
earnings under the consent decree. 

Paragraph III (a) of the consent decree reads as follows: 

“‘(a) Valuation as hereinabove used shall mean the latest final valuation of 
each common carrier’s property owned and used for common carrier purposes as 
made by the Interstate Commerce Commission. To the latest final valuation of 
the Commission shall be added the value of additions and betterments to the 
common carrier property made after the date of such latest final valuation, and 
from this sum shall be deducted appropriate amounts for physical depreciation 
on, and retirement of, common carrier property, computed by the carrier as of 
the close of the next preceding year, in accordance with the methods used by the 
Interstate Commerce Commission in bringing valuations down to date, the classi- 
fications of property to conform to the uniform system of accounts for pipelines 
prescribed by the Interstate Commerce Commission. Such valuation shall not 
include the value of the common-carrier facilities acquired rhrough the invest- 
ment of excess earnings transferred to and withdrawn from the surplus acceunt 
as provided in paragraph V hereof.” 

Because of the uncertainty of the italicized clause, Stanolind Pipe Line Co.’s 
reports to the Department of Justice under the consent decree are made on the 
basis of a maximum valuation, and we carry in surplus account as undeclared 
dividends the amount in excess of 7 percent earnings computed on a minimum 
valuation. We understand from Mr. Shoemaker that this is the general practice 
followed by other pipelines governed by the consent decree, except the New Jer- 
sey companies, who report to the Department of Justice on a basis of minimum 
valuation and freeze excess earnings, and the Texas companies, who report and 
dispose of funds based on a maximum valuation. 

With respect to bringing valuations down to date, the pertinent provisions of 
the valuation section of the Interstate Commerce Act, section 19 (f) and (g), 
read as follows: 
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“(f) Upon completion of the original valuations herein provided for, the 
Commission shall thereafter keep itself informed of all new construction, ex- 
tensions, improvements, retirements, or other changes in the condition, quantity, 
use, and classification of the property of all common carriers as to which original 
valuations have been made, and of the cost of all additions and betterments 
thereof and of all changes in the investment therein, and may keep itself in- 
valuations have been made, and of the cost of all additions and betterments 
formed of current changes in costs and values of railroad properties, in order 
that it may have available at all times the information deemed by it to he 
necessary to enable it to revise and correct its previous inventories, Classi- 
fications, and values of the properties; and when deemed necessary, may revise, 
correct, and supplement any of its inventories and valuations. 

“(g) To enable the Commission to carry out the provisions of the preceding 
paragraph, every common carrier subject to the provisions of this part shall 
make such reports and furnish such information as the Commission may require.” 

Thus, under provisions of the valuation section of the act, it is mandatory on 
the Commission to make an original valuation, but as to how and when it may 
be brought down to date is permissive and discretionary with the Commission. 

Other than taking the chances involved in using a maximum valuation, there 
are three ways in which we could attempt to correct the situation Stanolind Pipe 
Line Co. and other pipelines find themselves in as a result of the valuation pro- 
vision of the consent decree: 

1. Voluntary down-to-date valuation by the ICC. 
2. Amendment of the valuation section of the Interstate Commerce Act. 
3. A declaratory order from the ICC as to method of valuation. 

1. In order for the ICC to bring Stanolind Pipe Line Co.’s or any other pipeline 
company’s valuation down to date, it would be necessary to do considerable de- 
tail work for which the Bureau of Valuation has neither personnel nor the funds. 
Two years ago, Mr. Shoemaker and I discussed with some of the Commission’s 
staff members the possibility of having some work done on the current valua- 
tions of pipelines and were unable to obtain assurance of favorable action. The 
Bureau of Valuation then appeared to be committed to using the greater portion 
of its allocated funds on railroad valuation work and did not favorably regard 
our suggestions for attempting to obtain an additional appropriation from Con- 
gress. The Commission’s requested appropriation in the present budget before 
Congress does not include any amount for current pipeline work . 

We also suggested to the Bureau's Director that the individual pipelines “fur- 
nish the necessary personnel and defray any field expenses of the Commis- 
sion’s staff incident to bringing valuations down to date,” but this was not ap- 
proved. Mr. Shoemaker informs us that most of the detailed work which would 
be required for bringing Stanolind Pipe Line Co.’s valuation down to date has 
been done by entering the necessary figures into our copy of the reports filed with 
the Bureau of Valuation. It may be that we ean prevail upon the Commission 
to proceed with work on Stanolind Pipe Line Co.’s current valuation, using our 
figures, but the Bureau of Valuation will undoubtedly realize that this would 
bring upon them similar requests from other pipe line companies. 

As a practical matter, it appears unlikely that anything satisfactory can be 
worked out for voluntary action by the Commission. Now is not the propitious 
time to request an additional appropriation by Congress, which we would have 
to first prevail upon the Commission to make and then support it. 

2. Relatively simple amendments could be made to 19 (f) and (g) to make it 
mandatory on the Commission to revise pipeline valuations annually. If we 
were successful in getting such bills introduced and passed, it would aid the 
ICC in getting the necessary appropriation to accompany them. The principal 
objection to taking this route is that. any time the valuation section is opened 
up for amendment, it is an invitation for other amendments, and it might result 
in the outcome being adverse legislation. It is also slow and uncertain. 

3. The plan for obtaining a declaratory order from the Commission is an en- 
tirely new idea which just occurred to me in the last few days and will require 
some further study and thought. 

The Administrative Procedure Act of 1946 was signed by the President on June 
11, 1946, and takes effect generally 3 months thereafter, except for certain sec- 
tions which take effect 6 months and 1 vear after such approval. Section 5 (qd) 
(sec. 1004—D, ch. 19, title 5, U. S. C. A.) of this act reads as follows: 

“Sec. 5. In every case of adjudication required by statute to be determined 
on the record after opportunity for an agency hearing, except to the extent that 
there is involved (1) any matter subject to a subsequent trial of the law and 
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the facts de novo in any court; (2) the selection or tenure of an officer or em- 
ployee of the United States other than examiners appointed pursuant to section 
11; (3) proceedings in which decisions rest solely on inspections, tests, or elec- 
tions; (4) the conduct of military, naval, or foreign affairs functions; (5) cases 
in which an agency is acting as an agent for a court; and (6) the certification— 
of employee representatives * * * 

“(d) Declaratory Orders.—The agency is authorized in its sound discretion, 
with like effect as in the case of other orders, to issue a declaratory order to 
terminate a controversy or remove uncertainty.” 

The “uncertainty” in connection with the consent deeree is occasioned by 
the lack of any definitely known method of valuation used by the ICC. The 
provisions of 19 (a) require the Commission to ascertain and report different 
elements of value and also “an analysis of the methods of valuation employed.” 
In its valuation decisions, the Commission sets forth the different cost values 
and elements of value and usually concludes with the catchall sentence— 

“After careful consideration of all facts herein contained, including appre- 
ciation, depreciation, going-concern value, working capital, and all other matters 
which appear to have a bearing upon the values here reported, the values, for 
ratemaking purposes, as of December 31, 1934, of the property owned or used 
by the carrier, are found to be as follows: * * *” 
and naming the value. The decisions and the report do not disclose the exact 
method of computation by which the final value is reached, and the Commission 
takes the position that it is not required to do so under the foregoing provision. 
But, if some arrangement could be made for the Commission to formally set 
forth, either in general terms or specifically as to pipelines, the method it uses or 
would use in bringing valuations down to date, the wording of the consent decree 
indicates that it could be relied upon by the pipelines in disposing of their earn- 
ings without uncertainty. 

Under the foregoing provisions of the Administrative Procedure Act, any pipe- 
line or group of pipelines could file a petition with the ICC, outlining the uncer- 
tainty with which they are confronted with respect to the provisions of the 
consent decree relating to bringing valuations down to date, and ask for a decla- 
ratory order setting forth the Commission’s method. This would require a 
hearing either before a Commissioner or an examiner, upon which the declara- 
tory order would be issued. At such hearing, the Department of Justice or 
any other interested party could intervene. 

In any proceeding involving valuations or method of valuation, there is always 
the possibility of some adverse ruling being made, but if either plan 1 or 3 is 
followed, by first obtaining ICC approval and cooperation, sueh risk would be 
minimized. Since Stanolind’s records are in such shape that they could be 
introduced as exhibits at a hearing, probably an individual petition by Stano- 
lind for a declaratory order would be most effective as to our particular inter- 
ests, but it might be objectionable to other pipeline companies, insofar as it 
raises a question which some, particularly the Texas Co., would prefer to treat 
as settled. There is also the probability that the Commission might go into the 
question of depreciation and we would wind up with lower rates of depreciation 
and greater earnings, which would involve the objectionable feature of additional 
income tax. Also, the Commission might hold that the proper method of valua- 
tion would be to apply the 1934 period prices throughout, or the Department of 
Justice might seek to have the cost of reproduction now eliminated from con- 
sideration in determining values, in accordance with a recent Supreme Court 
decision in a gas company case. On the other hand, the Department of Justice 
might welcome clarificution of this provision of the decree in some manner, 
and if an explanation was made and an understanding had beforehand with 
the Commission, there is little likelihood of any radical departure from the 
past methods of valuation which are generally acceptable and satisfactory to 
us. Anytime we face the issue, we will encounter a certain amount of risk, 
and the amount involved (now about $4 million) does not justify our continuing 
to follow a course of continual uncertainty. 

Of the three methods of approach, we favor the declaratory order route. By 
seeking a formal declaration as to method of bringing valuations to date only, it 
confines itself to the ICC, avoids the problems connected with the large volume 
of detail work otherwise involved, sidesteps the matter of appropriations, and 
could accomplish the results desired in much less time than the other two pos- 
sibilities. The only objectionable point I can see is that, so far as we know, 
the procedure has not yet been followed in any case before the ICC and a first 
case would get publicity. 
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For further consideration, we should have Mr. Campbell’s and Mr. Jones’ 
opinions as to whether a formal declaration by the ICC as to its method of bring- 
ing a pipeline valuation down to date would meet the requirement of the decree. 


J. L. BURKE. 


STANOLIND Pipr LINE Co.., 
Tulsa, Okla., December 5, 1947. 
Mr. B. C. CLArRpy, 
Building. — 

Dear Sir: You have asked for an explanation as to why the $487,000 not earned 
in the year 1944, as shown on the consent decree report for that year, cannot be 
used after the year 1947. 

The year 1944 report to the Attorney General shows 7 percent of valuation 
as $5,691,351 and the transportation earnings for that year were reported as 
$5,204,106.20. A note was made on the repert to the effect that $487,244.80 was 
not earned but may be paid within any one or more of the next succeeding 3 
years in addition ot payments permitted to be paid in each such subsequent year. 

Paragraph III of the consent decree limits distributions to shipper-owners to 
7 percent of the valuation and the only indication that these distributions have 
any relationship to profits or earnings is contained in subparagraph (c) and (¢). 
Subparagraph (c) provides that amounts permitted to be credited or paid if 
earned and withheld may be paid at any time thereafter unless the earned and 
withheld sums have been invested in carrier property and included in the valu- 
ation. The amounts in our undeclared dividend account invested in Government 
bonds represent earnings of this nature. Subparagraph (d) reads as follows: 
“Any amounts permitted to be credited, granted, paid, or given during any 
“alendar year as hereinbefore provided, if not earned, may be cerdited, granted, 
paid or given within any 1 or more of the next succeeding 3 years, in addition 
to credits and payments permitted during each such subsequent year.” 

The wording of paragraph III must have contemplated different practices in 
handling the accounting between pipelines and their shipper-owners. For ex- 
ample, we know that some of the pipelines have credited their shipper-owners 
for the value of materials and supplies purchased for their account and have 
received in cash from the shipper-owner amounts sufficient to pay their operating 
expenses. These pipeline companies in turn have charged the shipper-owner with 
the amount of transportation bills and any amounts declared as dividends. 
This means that their accounts are settled almost entirely by credits or book 
entries. Stanolind Pipe Line Co. has dealt with its shipper-owner entirely on a 
cash basis so that any credits we might attempt to give the shipper-owner would 
be a change in accounting policy. Our credits to the shipper-owner require ¢ 
cash payment. The only way we can pay a dividend is in cash or by the transfer 
of other actual assets. We cannot credit the shipper-owner with any so-called 
dividend and, at the same time, retain the funds either in cash or as securities 
and accomplish a credit or payment to the shipper-owner under paragraph III. 

Paragraph III limits the amount of payments that SPL can make to the 
shipper-owner in any year to 7 percent of the valuation plus any additional 
amounts that may arise under subparagraphs (c) and (d). Subparagraph (c) 
is definite since it covers payments not previously made. Subparagraph (d) 
is more difficult to interpret because of the reference to earnings. 

If the distribution under paragraph III were limited to profits or earnings 
of 7 percent, then the ordinary interpretation of subparagraph (d) would 
be that the amounts not earned could be credited against excess earnings in 
subsequent years and thereby reduce the amounts to be frozen as provided in 
paragraph V of the decree. However, paragraph III does not refer to earnings 
but to distributions so that subparagraph (d) from its actual wording permits 
either a credit or a payment to the extent that 7 percent of the valuation is 
not earned in any year. Paragraph III sets up a yardstick to measure the 
amount of payment to be made to the shipper-owner and $487,000 should be 
paid whether it represents a dividend of profits or return of capital. As was 
stated in the foregoing paragraph, we cannot credit this amount to the shipper- 
owner except by an actual cash payment. 

Our reports for 1945 and 1946 showed earnings of less than 7 percent and 
we expect to earn less than 7 percent in 1947 which is the third year following 
1944. Therefore, the $487,000 deficiency in earnings for 1944 cannot be used as 
a credit against excess earnings of the next 3 years but, under the decree, the 
payment of that amount can be made to the shipper-owner in addition to any 
other payments permitted for 1947. If the earnings for the year 1948 should 
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be in excess of 7 percent, the 1944 deficiency cannot be carried forward for the 
fourth year but we would be entitled to offset such excess earnings with 
$526,677 deficiency in earnings for the year 1945 since 1948 is the third year 
following that deficiency. 
A statement is attached which shows the status of earnings and distribu- 
tions under the decree. 
Yours very truly, 
J. L. SHOEMAKER. 


DECEMBER 9, 1947. 
Mr. F. O. Prior 
Standard Oil Co., 
Chicago, Ill. 

Dear Mr. Prior: On December 8 I handed you a comprehensive statement 
of earnings and distribution under the consent decree. With this statement 
was a copy of a memorandum from J. L. Shoemaker to me, dated December 5, in 
which Mr. Shoemaker discussed the proposed cash payment of approximately 
$487,000, to cover the deficiency in earnings for the year 1944. 

Mr. Shoemaker’s memorandum clearly outlines the reason why we cannot 
expect to prolong the 3-year time limit during which we could make up the 
$487,000 by credits or bookkeeping entries. After discussing the matter 
thoroughly with Mr. Shoemaker, I only wish to add that if we did pay the 
$487,000 cash this year, it could only be a charge to our surplus account or 
our undeclared dividends account, which would reduce the amounts available 
for future distribution from these accounts by the same amount. Since there 
is no question that both our surplus and undeclared dividends accounts are, 
and will continue without limitation, to be available for distribution at any 
time we may have the cash available for that purpose, actually nothing would 
be gained by paying the $487,000. 

You will note from the figures on line No. 10 of the enclosed statement that 
although we will forfeit the right to keep alive the $487,245, we still have more 
than $1,200,000 of underearnings to make up successively during the next 
3 years, if we should have earnings during those years in excess of 7 percent 
of the maximum. It is my hope that we can keep our rate structure so ad- 
justed that there will be no necessity for earning in excess of the 7 percent, 
and run the risk of further accumulation of frozen funds. 

If there are any further questions in connection with this matter, please ad- 
vise us and we will obtain the answers for you. 

Yours very truly, 
B. C. CLarpyY, 
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Mr. Harkins. In 1950, when Service Pipe Line conferred with the 
Department of Justice with respect to securing an opinion that would 
clarify the meaning of “valuation” as used in ‘the dec ree, does the De- 
partment of Justice know how much money was contained in Service - 
Pipe Line’s undistributed dividends account 4 

Mr. Hansen. You mean did the Department of Justice at that time 
know, or do they now know ¢ 

Mr. Harkrns. Do they now know, or did they know at that time, 
according to the records ‘of the Department of Justice ? 

Mr. Hansen. I cannot speak for the prior period. I do not have 
the current knowledge. 

Mr. Harkins. According to the documents furnished by the Service 
Pipe Line Co., the amount of money in the undistributed dividends 
account in 1947 amounted to $4,557,657. Did Service Pipe Line advise 
the Department of Justice in the conferences that preceded the opin- 
ion given by Mr. Bergson on September 14, 1950, that it desired an 
interpretation in order to pay out the funds that it had set aside in its 
undeclared dividends account, according to the records of the Depart- 
ment of Justice? 

Mr. Hansen. I cannot answer that. 

Mr. Harkins. Mr. Karsted ? 

Mr. Karstrap. The answer is “No.’ 

Mr. Harkins. The answer is “No.” 

In fact, the first amended reports that were submitted by Service 
Pipe Line on August 21, 1950, contained valuations that were less 
than the valuations contained in the reports that it originally sub- 
mitted; is that not true? 

Mr. Karstep. For some of them, not all of them. 

I think from 1942 to 1946 or 1947 they were lower. The 1948 and 
1949, I am not sure. As I recall, I think they were higher, but I am 
not sure. 

Mr. Harkins. But for most of the years, they were lower / 

Mr. Karsrep. Most of the years, they were lower. 

Mr. Harkins. And the reasons that Service Pipe Line gave in sub- 
mitting the first amended reports was that annual prices instead of 
period prices had been used in computing valuations, and it was 
necessary also, they said, to amend the original reports in order to 
deduct interest paid to public lending agencies before computation of 
earnings. 

Do you reeall that? 

Mr. Karstrep. Yes, that is right. 

Mr. Harkins. Mr. Chairman, at this point I would offer for the 
record the documents submitted to the Department of Justice by the 
Service Pipe Line in connection with the conference in 1950 for con- 
struction of the decree. 

‘he CuarrMan. They will be accepted. 

(The documents above referred to follow:) 
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SERVICE PIPE LINE CoO. 


MATERIAL PRESENTED TO THE DEPARTMENT OF JUSTICE IN SUPPORT OF THE FILING 
oF AMENDED REPORTS UNDER THE CONSENT DECREE 


SERVICE Pree LINE Co., 
Tulsa, Okla., August 21, 1950. 
Hon. Hersert A. BERGSON, 
Asistant Attorney General, Department of Justice, 
Washington, D.C. 

Dear Sir: Service Pipe Line Co. (formerly Stanolind Pipe Line Co.) is one 
of the defendants named in civil action No. 14060, United States of America v. 
Atlantic Refining Company et al., in the United States District Court for the 
District of Columbia, and as such has filed reports with the Attorney General for 
the calendar years 1942 through 1949, as required by the provisions of paragraph 
VIII of the final judgment in that case, commonly referred to as the pipeline 
consent decree. 

The Interstate Commerce Commission recently has fixed a new final valuation 
for Service Pipe Line Co., as of December 31, 1947, in the Commission’s valuation 
docket No. 1302. Such action by the Commission has verified the methods which 
have been followed by Service Pipe Line Co., in bringing its valuations down to 
date for its annual reports to the Attorney General, but the use of “period” 
instead of “annual” prices by the Commission makes necessary the amendment 
of reports made by Service Pipe Line Co. under the provisions of the decree. 
Amendment is also required to rectify this company’s error in reporting as earn- 
ings available for distribution to stockholders a figure before deduction of 
interest paid to public-lending agencies on funds borrowed for construction. 

Accordingly, valuations have been recomputed, using “period” instead of ‘an- 
nual” prices, and interest paid to public-lending agencies has been deducted in 
computing earnings available for distribution to stockholders. Amended reports, 
reflecting said changes, for the calendar years 1942 to 1949, inclusive, are sub- 
mitted herewith, together with statement and exhibits in support of request for 
your approval of these reports. 

For convenience, the material referred to is divided into three parts, part I 
being the statement, part II the exhibits thereto, and part III the amended 
reports. 

In the event the Interstate Commerce Commission shall hereafter find period 
prices or final valuations for any of the years covered by the amended reports 
submitted herewith, we will, of course, make any adjustments required by such 
new period prices or valuations promptly upon receipt of the Commission’s order, 
and will file with the Attorney General amended reports to reflect all such 
adjustments. 

Attached to this letter is a memorandum on the construction of the pertinent 
provisions of the decree. 

It is respectfully requested that such amended reports be approved as being 
in conformity with the requirements of the decree referred to above. 

Respectfully submitted. 

J. L. BURKE. 


AvueGust 14, 1950. 
MEMORANDUM 


By the provisions of paragraph III of the decree, each defendant common 
carrier is prohibited from paying to its shipper-owner, in any calendar year, 
dividends which exceed 7 percent of the valuation of such common carrier’s 
property. This provision made it necessary to provide a method of annually 
establishing valuations upon which the 7 percent would be computed. The 
natural and appropriate means of accomplishing this purpose was to require 
in the decree that the defendant common carriers follow the Interstate Commerce 
Commission’s method of bringing valuations down to date since that Commis- 
sion is the Government agency which is charged by law with the duty of 
keeping current records of pipeline valuations. 

Methods of determining valuations under the decree are set out in paragraphs 
III (a) and (b), as follows: 

“(a) Valuation as hereinabove used shall mean the latest final valuation of 
each common carrier’s property owned and used for common-carrier purposes 
as made by the Interstate Commerce Commission. To the latest final valuation 
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of the Commission shall be added the value of additions and betterments to the 
common carrier property made after the date of such latest final valuation, and 
from this sum shall be deducted appropriate amounts for physical depreciation 
on, and retirements of, common-carrier property, computed by the carrier as 
of the close of the next preceding year, in accordance with the methods used by 
the Interstate Commerce Commission in bringing valuations down to date, the 
classifications of property to conform to the uniform system of accounts for 
pipelines prescribed by the Interstate Commerce Commission. Such valuation 
shall not include the value of the common carrier facilities acquired through 
the investment of excess earnings transferred to and withdrawn from the surplus 
account as provided in paragraph V hereof. 

“(b) In event the Interstate Commerce Commission has not determined the 
final valuation of the property owned and used for common carrier purposes by 
any common carrier, and until such time as the Interstate Commerce Commission 
has determined the final valuation of such common carrier’s property, the valu- 
ation shall be determined by the common carrier and shall be based upon the 
records and accounts of the carrier kept in accordance with the accounting 
methods set forth in the uniform system of accounts for pipelines prescribed by 
the Interstate Commerce Commission. * * *” 

The valuations shown in Service’s amended reports, submitted with this 
memorandum, represent the valuations found by bringing the 1934 valuation 
down to date, “in accordance with the methods used by the Interstate Commerce 
Commission in bringing valuations down to date,” for the calendar years 1942 to 
1947, inclusive, and by using the 1947 final valuation, as made by the Commis- 
sion, for the calendar year 1948, and by bringing the 1947 final valuation down 
to date for the calendar year 1949. Accounting details and explanations are set 
forth in part I—statement submitted herewith. 

The provisions of the decree which make necessary the filing of the amended 
reports will be discussed below. 

I 


The phrase “latest final valuation,” as used in paragraph III (a), 
means latest final valuation as of any time at which the provisions of 
the decree are to be applied, and not solely as of the date of the decree. 


The decree is a continuing instrument, to remain in effect indefinitely as writ- 
ten. The use of the word “latest” is consistent with the purpose to draft a 
decree which would remain in effect and be applied each year on the basis of the 
final valuation in effect as of any particular year in which the provisions of the 
decree are to be applied. The language of paragraph II] and of the decree 
as a whole, negates any purpose to make the final valuation remain static as 
of the time the decree was written. Since some pipeline companies in exist- 
ence at that time had not been finally valued and some pipeline companies 
today subject to the decree were not even in existence at that time, it is clear 
that the decree did not mean only then existing valuations. Recognition of this 
obvious fact is found in the language of paragraph III (b) of the decree, which 
provides the procedure to be followed “in event the Interstate Commerce Com- 
mission has not determineed the final valuation of the property” of the defendant 
common carrier. 

Furthermore, if the “latest final valuation” could be construed to mean only 
the 1934 valuation for those carriers covered by paragraph III (a), discrimina- 
tion would result in favor of the carriers covered by III (b), since the carrier 
covered by III (b) must base its valuations “upon the records and accounts of 
the carrier kept in accordance with the accounting methods set forth in the 
Uniform System of Accounts for Pipe Lines prescribed by the Interstate Com- 
merce Commission.” These accounts reflect actual costs, and such valuation 
would, therefore, necessarily give effect to the substantial increases in prices 
between 1934 and the date when the final valuation of such carrier’s property 
is made by the Commission. The valuation of such carrier’s property as finally 
made by the Commission would also reflect price increases up to that time, since 
the Commission uses its annual price indices as a guide for valuing the carrier’s 
property currently. This would mean that the carriers covered by III (a) would 
be limited to a base valuation made on the prices prevailing in 1934, whereas 
the carriers covered by III (b) would have the benefit, on their base valuations, 
of the substantial price increases occurring between 1934 and the date of valua- 
tion by the Commission. This discrimination would continue so long as the 
decree remains in effect, since the valuations for both groups must be brought 
down to date for future years in accordance with the same methods, resulting 
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in each group having a different base valuation on identically the same types of 
property. 

Any construction of the decree which would bring about such an unreasonable 
and discriminatory result would violate one of the cardinal principles of con- 
struction of written instruments, that where one construction produces an un- 
reasonable and extraordinary result and another, equally consistent with the 
language used, would make it reasonable and just, the latter will prevail. 
Since the decree is the result of an agreement between the parties without 
trial, it is in the nature of a contract and is subject to the general rules of con- 
struction applicable to contracts. 

Since the decree has some of the characteristics of a statute, as well as of 
a contract, by reason of its continuing operation and effect, construction by 
the courts of statutes involving the use of the words “latest” and “last preced- 
ing’ is pertinent here. See Smith v. State (49 SW (2) 739 (Texas Court of 
Criminal Appeals, 1932) ), holding that “latest United States census” means the 
latest census as of the time the statute was to be applied and not as of the date 
the statute was enacted. To the same effect, see State er rel. City of St. Paul v. 
District Court, Ramsey County (87 NW 492 (Supreme Court of Minnesota, 1901) ), 
holding that “last preceding State census,” as used in a statute, means “that 
State census which immediately precedes in point of time the action of the 
council ‘whenever’ it deems it necessary to proceed * * *.” 

Considering the instrument as a whole and the nature of the decree as a con- 
tinuing one, to be applied each year for an indefinite period of time in the future, 
it is clear that the final valuation as found by the Commission, as of December 
31, 1947, is the “latest final valuation” referred to in paragraph III (a). 

As required by paragraph VIII of the decree, Service filed with the Attorney 
General its report covering the calendar year 1948 prior to the 15th day of April 
1949, showing its computed valuation, as of December 31, 1947. Subsequently. 
in June of 1950, the Commission released its report finding Service’s valuation 
as of December 31, 1947, which became final July 16, 1950. This time lag of 
more than 1 year made it impossible for Service to use that valuation in its 
original report to the Attorney General, and it is obvious that Service must file 
amended reports for the calendar vears 1948 and 1949, in order to comply with 
the decree and give effect to the 1947 final valuation as made by the Commission. 

In addition, the Commission’s findings as to elements of value used by it in 
establishing a new final valuation as of December 31, 1947. by verifying and 
fully disclosing to Service the Commission’s methods in bringing valuation down 
to date by using “period” instead of “annual” prices, requires the filing of 
amended reports for the years prior to 1948. 


II 


The significance and effect of the clause ‘“‘computed * * * in accord- 
ance with the methods used by the Interstate Commerce Commission in 
bringing valuations down to date” in paragraph III (a) of the decree. 


The first paragraph of paragraph III of the decree sets forth the fundamental 
principle under which a carrier pays dividends or other sums to its shipper- 
owner, viz., the carrier is permitted to pay to its shipper-owner “in any calendar 
vear * * * 7 percent of the valuation of such common carrier’s property.” 
Clearly, not only is the computation of the amount permitted to be paid placed 
upon an annual basis, but so, too, is the valuation. The problem, then, is to 
ascertain the proper method of determining each year an accurate ‘“‘valuation” 
of the carrier’s property. The term “valuation” has been construed in man) 
different ways by the courts, depending upon the purpose for which the valuation 
was to be made: and in the absence of any explanation or definition in the 
decree, it might be difficult to know whether the term should be construed to 
mean “fair cash market value.” as in eminent domain cases; to mean “assessed 
value,” as in real estate tax cases; to mean “value computed in accordance with 
ICC metods,” as in cases involving common Carriers: or to mean some other 
method of determining value. 

*7aragraph ITI (a) of the decree, however, explains what is meant. If the 
ICC has made final valuations of the carrier’s property, the latest of such valua- 
tions should be used as the basis upon which to compute the 7 percent permitted 
to be paid by the carrier to its shipper-owner, but if such latest final valuation 
were made as of a year earlier than “the close of the next preceding year” to 
that in which the payment is made, then the latest final valuation of the ICC 
is to be adjusted “in accordance with the methods used by the Interstate Com- 
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merce Commission in bringing valuations down to date.” This is the clear im- 
port of the second sentence of paragraph III (a) and it makes the second 
sentence consistent with the first. If the latest final valuation of the Interstate 
Commerce Commission is current it becomes the “valuation” upon which 7 per- 
cent may be paid. If the Interstate Commerce Commission’s valuation is not 
current then the carrier should compute a valuation as nearly as possible like 
that the Interstate Commerce Commission would have made if it had brought 
its valuation down to date, i. e., by bringing the latest final valuation of the 
Interstate Commerce Commission down to date by the same methods as those 
used by the Interstate Commerce Commission. 

Any other construction of this sentence gives no effect to the above quoted 
term “in accordance with the methods used by the Interstate Commerce Com- 
mission in bringing valuations down to date,” and would treat this sentence as 
if this clause were omitted. That this is so is demonstrated by the fact that 
“the value,” not the cost, of additions and betterments is to be added, and 
“appropriate amounts,” not original cost, are to be deducted for retirements; 
and hence the above-quoted clause “in accordance with the methods used, etc.” 
has no impact on the determination of the amounts to be added and subtracted 
on account of additions and betterments and retirements. Furthermore, the 
above-quoted clause provides for “bringing valuations down to date” and neces- 
sarily requires an adjustment of the latest final valuation of the ICC if made 
in an earlier year; otherwise the valuation would not be brought down to date. 

Unless the ICC’s latest final valuation is brought down to date “in accordance 
with the methods used by the Interstate Commerce Commission,” the 7 percent 
permitted to be paid by the carrier to the shipper-owner will not be computed 
upon the “valuation of such common carrier’s property,” as required by the 
first paragraph of paragraph III, but instead will be computed upon a combina- 
tion of antiquated ICC valuation, plus the value of additions and betterments, 
minus amounts taken for depreciation and retirements. Under such an inter- 
pretation of the second sentence of paragraph III (a) it would, of course, be 
possible to obtain a computed figure, but such figure would not reflect the valua- 
tion of the carrier’s property for the current year. Yet, not only does the first 
paragraph of paragraph III require a “valuation” of the carrier’s property each 
year, but the third sentence of paragraph III (a) likewise requires it, since the 
third sentence refers to “such valuation.” 

Any construction under which the clause “computed * * * in accordance with 
the methods used by the Interstate Commerce Commission in bringing valuations 
down to date” would modify only additions, betterments, and retirements after 
the date of the “latest final valuation,” without bringing down to date the basic 
properties covered by such latest final valuation is impossible when the basic 
method of the Commission in bringing valuations down to date is understood. 

The new final valuation as of December 31, 1947, is actually a bringing down 
to date of the 1934 valuation. The starting point is the 1934 physical inventory. 
To this inventory was added and from it subtracted the quantities of physical 
property changed each year as reflected by annual reports filed with the Com- 
mission. This annual “Statement of Property Changes” shows, on line-pipe 
additions for example, the quantity in feet by sizes and weights laid in a particu- 
lar specified location together with actual original cost to the carrier. The 
inventory thus secured by adjusting the 1934 physical inventory to reflect these 
annual reports was then reconciled by the Commission with the inventory fur- 
nished by Service as of December 31, 1947, and the resulting list of physical 
property was checked by the Commission’s engineers in the field. 

Not until this quantitative physical inventory had been completed and verified 
did the Commission begin to apply value figures to arrive at a current valua- 
tion. From this elementary knowledge of the Commissian’s basic processes, it is 
obvious that the Commission does not separately bring down to date the value 
of additions, betterments, and retirements alone, but that its sole method 
involves pricing the inventory of the entire property existing as of the valuation 
date. 

In reports previously filed with the Attorney General, for the calendar years 
1942 through 1947, Service has followed the methods which, from the 1934 valua- 
tion, appeared to be those of the Commission. As explained in detail in part I: 
Statement, herewith submitted, the final valuation, as of December 31, 1947, has 
now fully disclosed to Service and verified its knowledge of the Commission's 
methods. However, use by the Commission of “period” instead of “annual” 
prices necessitates amendment of reports made by this company under the consent 
decree for the calendar years 1942 through 1947. 


98505—57—pt. 1, vol. 1——20 
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The fallacy of construing the decree to mean that only additions, better- 
ments, and retirements of properties subsequent to December 31, 1934, are to 
be computed “in accordance with the methods used by the Interstate Commerce 
Commission in bringing valuations down to date,” but that no adjustments are 
to be made in the valuation of properties existing on December 31, 1934, is 
shown by the practical effect of such a construction on a valuation of Service’s 
property, if so computed, as of December 31, 1946, in comparison with that of 
December 31, 1947, found by the Commission. Under such a construction, 
Service’s valuation, as of December 31, 1946, for purposes of the decree would 
have been $74,190,946. The final valuation found by the Commisison as of 
December 31, 1947, was $128,025,000. 

The difference between these 2 figures, $53,834,054, is more than double 
the company’s actual investment in new property that year. Obviously, the in- 
crease in value did not all occur in the year 1947, but must have been accruing 
in earlier years. The amended reports reflect this gradual increase in value. 

The unreasonableness of any construction which would produce such dis- 
crepancies becomes more apparent when the decree is viewed in the light of the 
time at which it was entered, December 23, 1941. The parties then knew what 
was subsequently officially recognized by the ICC in its price indexes; that the 
average cost of all materials and services entering into pipeline construction 
had increased during that year some 15 percent over the price levels existing at 
the time final valuations had been found by the Commission at the depths of 
the depression in 1934. 

Furthermore, the decree was entered some 2 weeks after Pearl Harbor, with 
the Nation engaged in the initial stages of what was, obviously, to be a long 
war. Every business management knew, from the recorded history of previous 
wars, that the rise in the cost of doing business had only begun. With these 
facts before them, the defendants would have failed in their duty of prudent man- 
agement had they consented to the decree or any other contract whereby distribu- 
tion of earnings would be limited by a base valuation which had been made on 
the depression-level prices of 1934, when, by such limitation, it was already 
apparent that they would not be able to preserve and replace then existing 
properties, much less expand these properties to meet the heavy defense obliga- 
tions which they could then see they would be called upon to meet. 

Any interpretation of the decree which fails to reflect current value of all 
properties would lead to disastrous results in financing additional carrier prop- 
erty. Pipeline costs are today almost double those of 1934. This means that 
replacement of the then existing system would cost twice as much today as in 
1934. In order to maintain an existing system, the value upon which earnings 
are permitted must at least reflect the current cost of replacing the system, as 
the only sources of funds to replace an existing system are depreciation, profit, 
and risk capital. Since depreciation is based on actual original cost, 1 mile of 
pipe in the 1934 system could accrue only enough funds through depreciation to 
replace one-half mile today. With prices now double what they were in 1934, 
the only way the present system can be kept in business by replacement or ex- 
pansion is through profits based on a valuation which reflects current prices, or 
additional risk capital. If existing facilities cannot be preserved by deprecia- 
tion plus profits, certainly, no risk capital can be attracted. 

The minimum responsibility of prudent management is to secure enough funds 
through depreciation and profit to preserve existing facilities and pay reasonable 
dividends to investors. This responsibility must be discharged before manage- 
ment can hope to attract risk capital for expansion. A failure to provide such 
funds through depreciation, and profits on a fair valuation reflecting current 
costs, would result in the properties consuming themselves, the effect being con- 
fiscation. Certainly, the purpose of the decree was not to put the pipelines out 
of business. 

Since entry of the decree, both to meet needs of the national defense during 
the war and the needs of the expanding economy since, Service has risked over 
$90 million in expansion and modernization of its system, of which $16 million 
represented profits plowed back into the business and $70 million borrowed from 
banks. Reasonable earnings based on current values are necessary for repay- 
ment. 

Current estimates of the Oil and Gas Division of the Department of Interior 
predict demand for crude petroleum in the United States in 1951 will increase 
10 percent over present demand. This increase is attributable, in large part, 
to the international situation and the needs of the national defense. Undoubt- 
edly, Service, along with the entire pipeline industry, will be required to shoulder 
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the burden of moving its part of this increased volume. In order to do so, sub- 
stantial expansion of its facilities will be required, involving substantial capital 
investment. 

Since the date of the entry of the decree, Service has consistently maintained 
that the valuation called for by the decree was the contemporaneous value of the 
company’s common-carrier properties, computed annually in accordance with the 
methods used by the Interstate Commerce Commission. As urged herein, any 
other construction of the decree would be unreasonable. 


TREATMENT UNpvER CONSENT Decree oF INtTEREST PAID ON FuNpDS BorroOWED 
From Pusriic LENDING AGENCIES 


STATEMENT OF THE QUESTION 


The term “consent decree,” referred to herein means the final judgment 
in the case of the United States of America v. Atlantic Refining Company, et al., 
civil action No. 14060, in the United States District Court for the District of 
Columbia. We contend herein that interest payments made by a carrier, subject 
to the consent decree, on funds borrowed from public lending agencies or financial 
institutions not in any way connected with or related to the shipper-owner, 
should be deducted before computing the 7 percent of earnings which may be paid 
as dividends to stockholders. 


APPLICABLE PARTS OF THE CONSENT DECREE 


The following quotations are from the consent decree, and contain all 
of the provisions which we deem pertinent to the question herein considered : 
“II. For the purposes of this judgment when hereinafter used: 
« . * . * * * 


“*Shipper-owner’ shall mean and include each defendant and its affiliates 
where such defendant or any of its affiliates ships crude oil or gasoline or 
other petroleum products by pipeline of any defendant common carrier and 
either the defendant or any one of its affiliates is entitled to participate in 
the net earnings of the defendant common carrier. 

“III. No defendant common carrier shall credit, give, grant, or pay, directly 
or indirectly, through or by any means or device whatsoever, to any shipper-owner 
in any calendar year, commencing as of January 1, 1942, any earnings, dividends, 
sums of money or other valuable considerations derived from transportation or 
other common-carrier services which in the aggregate is in excess of its share 
of 7 percent of the valuation of such common-carrier’s property, * * * but shall 
be permitted (insofar as the Interstate Commerce and Elkins Acts are con- 
cerned) to credit, give, grant, or pay said percentum. 

e * * x * * s 
“Vv. Commencing January 1, 1942, each defendant common e¢arrier shall retain 
* * * net earnings derived from transportation or other common-carrier services 
in excess of the amounts permitted to be credited, granted, paid, or given by 
paragraph III hereof, and transfer such excess earnings to the surplus account 
within 90 days after the end of each calendar year * * * (restrictions as to use 
of such surplus are set out). * * * In ease of the dissolution, sale, transfer, or 
divorcement of any defendant common carrier, any retained portion of the sur- 
plus account may be disbursed to stockholders of the corporation which owns and 
controls the defendant common carrier at that time. 

“VIII. Each defendant common carrier shall render a report to the Attorney 
General of the United States not later than the 15th day of April of each year, 
showing for the preceding calendar year: the valuation used as earnings basis; 
total earnings available for distribution to owners or stockholders; earnings, 
dividends, payments or benefits credited, paid, granted, or given to all stock- 
holders or owners; and amounts of money transferred to or withdrawn from 
the surplus retained pursuant to paragraph V hereof.” 


INTERPRETATION 
Consent decree is a contract 
The consent decree, so called, does not specifically provide an accounting pro- 
cedure for interest on borrowed funds, and thus interpretation must be made by 
indirect methods. Such a decree actually is a judgment by consent of the parties, 
the terms of which are agreed to by the parties to the action in which it is 
entered, and which is entered of record by the consent of the court. It may be 
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more briefly defined as a contract of the parties acknowledged in open court and 
ordered to be recorded. Since it is regarded as a coutract by the parties, the 
consent decree must be construed the same as any other contract. Its operation 
and effect is to be gathered from the terms used in the agreement, and it should 
not be extended beyond the clear import of such terms. (See 49 C. J. S. 308, 314 
315, and citations listed therein. ) 


The meaning of “its share” in paragraph Ill of the decree 

Paragraph III of the decree permits payment of earnings, dividends, ete., to 
a shipper-owner not in excess of “its share of 7 percent of the valuation” of the 
common carrier's property. To what does “its share’ refer? Does it refer to 
shares as between owners or stockholders, in which case the shipper-owner 
owning 100 percent of the stock of the carrier would have the whole share, or 
does it refer to shares as between owners and nonowners, such as lending agen 
cies which have loaned funds to the business? 


Complaint in consent decree case 

The complaint states an action under the authority of section 3 of the Elkins 
Act to enjoin the defendant common carriers from paying “and to enjoin the 
defendant shipper-owners from receiving refunds, rebates, and offsets against, 
and any reductions from, regular tariff charges for the interstate transportation 
of property by pipeline in violation of the provisions of the Elkins Act, as 
amended, and to collect from defendant shipper-owners the forfeitures author- 
ized by that act. These acts of Congress prohibit the granting by a common 
carrier, and the receipt by a shipper, directly or indirectly, by or through any 
means or device whatsoever, of any sum of money or any other valuable con- 
sideration as a refund, rebate, or offset against regular charges paid or due for 
interstate transportation of property, as fixed by the tariffs filed with the Inter- 
state Commerce Commission.” (Above quotation from par. 4 of complaint in 
consent decree case. ) 

Thus, the complaint sought to prohibit any payments by a common carrier to 
its owners or stockholders when they are also shippers. The consent decree which 
resulted from the complaint is a modification of that purpose; its purpose is to 
limit or control such payments to owners, rather than to prohibit them, This 
regulation of payments should be interpreted with ownership in mind, that is, it 
should be interpreted from a proprietary accounting viewpoint, not from some 
other accounting method such as possibly an income tax or a ratemaking view- 
point. This latter distinction is important because interest is not an expense 
which rate payers must stand when a full return on value of property is al- 
lowed, 2 Spurr, Guiding Principles of Public Service Regulation 601, but interest 
is an expense that must be discharged before distribution of earnings to an 
owner or stockholder. 


Related sections show that purpose of decree is to regulate distributions to owners 
or stockholders 

Paragraph VIII provides a means for policing operations under the decree. 
It requires the carrier to submit an annual report to the Attorney General show- 
ing “total earnings available for distribution to owners or stockholders; earn- 
ings, dividends, payments or benefits credited, paid, granted or given to all 
stockholders or owners; and sums of money transferred to or withdrawn from 
the surplus retained pursuant to paragraph V hereof.” 

The requested information concerns only earnings available for distribution 
to owners or stockholders. Since the annual report is for the purpose of checking 
compliance with the terms of the decree, then the decree must be concerned only 
with regulating distribution of earnings to owners or stockholders. “Its share” 
then must refer to shares as hetween owners and stockholders. Interest of 
funds borrowed from public lending agencies is an expense that must be defrayed 
before arriving at the share of earnings available for owners or stockholders. 

*aragraph V also shows the decree has reference only to an owner’s or stock- 
holder’s share of the earnings. It provides that net earnings from transportation 
“in excess of the sums permitted to be credited, granted, paid or given by para- 
graph III” shall be transferred to the surplus account. Transfers to surplus 
are made only out of an owner's or stockholder’s share of earnings. Further, 
paragraph V provides that the surplus ultimately may be distributed to stock- 
holders, indicating that the earnings transferred to the surplus belong to stock- 
holders. 

Interest payments to public lending agencies are not made out of earnings 
available for distribution to owners or stockholders, and it is this latter type 
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of earnings which is the subject of paragraph V. Paragraph III is concerned 
with the same type of earnings because paragraph V deals only with the excess 
of what III permits to be paid. The subject matter of the two paragraphs must 
be the same. 


Conclusion drawn from interpretation that decree is concerned only with owner's ~ 
or stockholder’s share of earnings 

Under the interpretation that the decree is concerned only with an owner’s 
or stockholder’s share, “its share’ as used in paragraph III refers to shares as 
between owners or stockholders. Therefore, public lending agencies would not 
have a share, and the full 7 percent distribution may be made to a shipper- 
owner, in addition to payment of interest to the lending agency. 

This conclusion also can be reached from the fact that an owner’s or stock- 
holder’s share of earnings is what is left after payment of interest. Therefore, 
the earnings with which the decree is concerned are after payment of interest, and 
full payment of the permissible 7 percent can be made to shipper-owners. 


Unreasonable situation results if lending agencies have a share 
That it was not intended that a public lending agency should have a share 


in the 7 percent can be shown by considering the situation that would result 
if such an agency is entitled to a share. Under such an assumption, it would 
become necessary to determine what the lending agency’s share is because it must 
be known to properly divide the 7 percent. There is nothing in the decree or 
in any other writing to suggest the answer. 

A choice has to be made between a variety of possible solutions. Assume, 
for the moment, a hypothetical newly constructed pipeline with an initial 
investment and valuation of $100 million, 50 percent of which was furnished by the 
shipper-owner out of his own pocket, and 50 percent by borrowing from a public 
lending agency at 2 percent interest. Assume the pipeline earned $10 million 
before interest charges, which would be 10 percent on its valuation. Seven 
percent of valuation would be $7 million. One solution would be to pay the full 
$1 million of interest out of the $7 million, and pay a $6 million dividend to the 
shipper-owner ; $3 million would be placed in the excess earnings part of the 
surplus account. 

But since the interest is one-tenth of the $10 million earnings, it would be 
just as reasonable to say that one-tenth of the $7 million was the lending agency’s 
share of the allowable distribution, and that the balance of the interest would 
be derived from one-tenth of the $3 million. This would leave nine-tenths of the 
$7 million as an allowable distribution to the shipper-owner and would freeze 
nine-tenths of the $3 million. 

Other possibilities for figuring the lending agency’s share of the 7 percent 
exist. For example, its share could be 50 percent since it put up 50 percent of 
the original investment in the line. When valuation is different from invest- 
ment, which it always is, even more complicated possibilities result. 

With the variety of solutions possible, and having nothing to indicate which 
is correct, if a nonowner has a share in the 7 percent, paragraph III is unwork- 
able. Under the principle of contract construction that a reasonable rather than 
an unreasonable construction is presumed to be intended, the proper construction 
is that lending agencies do not share in the 7 percent. 

Why was wording “its share” used? 

The consent decree was intended to apply to many pipeline companies, some 
of which were wholly owned by one shipper-owner, and some of which were 
jointly owned by 2 or more owners, 1 of which at least was a shipper-owner. 
The term “its share” was used to fit the wholly as well as the jointly owned lines. 
Kxamples of the latter are Texas-Empire and Great Lakes pipeline companies. 
This interpretation of paragraph III is proper because stock control or ownership 
agreements, as the case may be, would determine the share of the 7 percent belong- 
ing to each owner. 

Accounting terminology of decree is general rather than technical 

Paragraph III refers to “earnings, dividends, sums of money, or other valu- 
able considerations derived from transportation or other common Carrier serv- 
ices.” Paragraph V refers to “net earnings derived from transportation or 
other common-carrier services,’ Suggestion has been made that the wording 
in the two paragraphs denotes “total operating income,” a technical term in 
the ICC’s uniform system of accounts for pipelines which includes only income 
from transportation services less operating expenses attributable to such trans- 
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portation. Interest on funds borrowed for construction of common-carrier fa- 
cilities is not, according to the uniform system of accounts, such an operating 
expense, so the suggestion is that such interest should not be deducted before 
determining the permissible 7 percent distribution, but rather should be con- 
sidered a part of the 7 percent. 

It has been pointed out that the decree was concerned with limiting the 
amount of earnings, dividends, etc., that a carrier is permitted to pay to a 
shipper-owner. This being recognized, then the income statement must be 
looked to for a figure of earnings from transportation which is comparable in 
that it is available for such distribution. ‘Total operating income” is not a 
figure of earnings available for distribution any more than is “net revenue from 
operations” before taxes. The only comparable figure is “net income,” which is 
the amount available for distribution. This disproves the “total operating- 
income” theory because “net income” is after payment of taxes and it is proper 
to conclude that it should be also after payment of interest. 

In the second place, if the intent had been to limit the meaning to “total operat- 
ing income,” the term would have been used. The uniform system of accounts 
was in existence long before the decree was written, and the framers of the 
decree were aware of this fact as shown by the reference in subparagraph III (b) 
to “the accounting methods set forth in the uniform system of accounts for pipe- 
lines prescribed by the Interstate Commerce Commission.” Also, in subpara- 
graph III (a) reference is made to ‘“‘methods used by the Interstate Commerce 
Commission in bringing valuations down to date, the classifications of property 
to conform to the uniform system of accounts for pipelines prescribed by the 
Interstate Commerce Commission.” This again indicates an awareness, on the 
part of the framers of the decree, of the availability of the technical terminology 
and an evident intent not to use it. 

Since the wording was not used in a technical sense, it must be interpreted in 
line with the whole agreement. As discussed earlier, the agreement as a whole 
is concerned with distribution of earnings to owners or stockholders. It is 
concerned with earnings in a dividend sense, and in this sense ‘“‘net earnings” 
means what remains after payment of interest. 

“Net earnings which will permit the payment of a dividend are the surplus 
earnings that remain after defraying every expense, including loans falling due 
as well as the interest on such loans” (Thomas v. Matthews, 94 Ohio St. 32, 113 
N. E. 669). 

Paragraph V uses “net earnings” in this sense. Paragraph III does not use 
the terminology “net earnings,” but it is concerned with “earnings, dividends, 
sums of money or other valuable considerations” in the sense of distribution to 
owners or stockholders, so the same treatment of interest should apply. 


Part I 


STATEMENT 


In support of request for approval by the Attorney General of amended 
annual reports for the calendar years 1942-49, inclusive, submitted by 
Service Pipe Line Co. under the provisions of the consent decree in 
civil action No. 14060, United States of America vy. Atlantic Refining 
Company et al. in the United States District Court for the District of 
Columbia. 


Stanolind Pipe Line Co., as a named defendant in the consent decree civil 
action No. 14060, United States of America vy. Atlantic Refining Company et al. 
in the United States District Court for the District of Columbia, hereinafter 
termed “consent decree,” has filed reports with the Attorney General for the 
years 1942 through 1949 as required by the decree. 

The name of the company was changed by an amendment to its charter on 
May 1, 1950, to Service Pipe Line Co. Throughout this statement the new name, 
Service Pipe Line Co., is used for the entire period, and for brevity is hereinafter 
referred to as Service. 

Fixing of new final valuation, as of December 31, 1947, for Service by the 
Interstate Commerce Commission, hereinafter referred to as the Commission, in 
its valuation docket No. 1302, has made necessary the amendment of report to 
the Attorney General covering the calendar year 1948. 

The Commission’s action in bringing pipeline valuations down to date, as of 
December 31, 1947, has verified the methods which have been followed by Service 
in its valuation reports to the Attorney General; however, the use of ‘‘period” 
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instead of “annual” prices by the Commission, in bringing valuations down to 
date, necessitates amendment of reports made by the colmpany under the consent 
decree for other years. 

In addition, amendment is required to rectify the pipeline company’s error 
in reporting as earnings available for distribution to stockholders a figure before 
deduction of interest paid to public lending agencies on funds borrowed for con- 
struction purposes. 

Under paragraph III of the consent decree, 7 percent of carrier’s property 
valuation may be paid annually to shipper-owners, and such funds are referred 
to herein as allowable dividends. Under paragraph III (d) any amounts per- 
mitted to be paid, if not earned, may be paid within the next succeeding 3 years 
in addition to amounts permitted in those years, and such amounts are referred 
to herein as carry-forward amounts. 

Under paragraph V of the consent decree earnings exceeding these allowable 
amounts must be retained in surplus subject to certain restricted uses. These 
latter amounts are referred to herein as excess earnings. 


EFFECT OF AMENDMENTS 


The amended returns herewith submitted have the following effect: 
1. Excess earnings for the calendar years 1942 and 1943 are increased: 


Previously Amended | Increase 
reported 
ac cssnzuovecanen : bisetiestihcetadienaitcenen ecdimm $1, 449, 092 | $1, 466, 584 | $17, 492 
a rey eaieiaiaall 565, 657 | 699, 502 133, 845 


2. Carry-forward amounts for the calendar years 1944, 1945, and 1946 are 
decreased : 


Previously Amended | Decrease 
reported | 


$353, 823 | 


1944 $487, 245 | $133, 422 
1945 526, 677 | 359, 301 167, 376 
1946 47, 766 1 50, 502 | (') 


1 Year 1946 shows excess earnings in amount of $50,502 which has been applied against carry-forward 
amounts for years 1944 and 1945. 


9) 
o. 


Carry-forward amounts for the calendar years 1947, 1948, and 1949 are 
increased : 


| 





| Prev iously Amended | Increase 

| reported 
ae iieletasticgs mn itSebSesisicl cata _ 
Rat cares lec cca las esis ese aaa loos es $416, 175 $465, 392 | $49, 217 
1948_. 2, 151, 650 3, 644, 022 1, 492, 372 
1949. 4, 910, 761 6, 115, 700 1, 204, 939 


A full discussion of the 


VALUATION METHODS 


amendments follows: 


OF THE INTERSTATE COMMERCE COMMISSION 


Section 19a of part I of the Interstate Commerce Act (attached as exhibit A 


in pt. Il) requires that the Commission ascertain the value of carrier properties 
used in transportation service and sets forth various elements to be considered 
in arriving at such value. It also requires that the Commission shall ascertain 
and report as to each piece of property owned or used by a common carrier 
“the original cost to date, the cost of reproduction new, the cost of reproduction 
less depreciation,” and the original cost and present value of all lands and 
rights-of-way, as well as any “other values or elements of value.” 
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The act does not otherwise indicate the elements to be considered or the 
weight to be given to each in arriving at valuation. Subsection (e) author- 
ized the Commission to require reports and documents needed in its valuation 
work; subsection (f) directs the Commission to keep itself informed of changes 
in the properties of carriers as to whom original valuations have been made; 
and subsection (g) requires every common carrier to make such reports and 
furnish such information as the Commission may require. 

In order to arrive at the valuation as of December 31, 1934, the Commission 
required full and extensive information as to all pipeline properties and opera- 
tions and since that original valuation has required that reports sworn to by 
the earrier be furnished annually showing all changes affecting the properties. 
The new valuation as of December 31, 1947, was in effect a bringing down to 
date of the valuation found in 1934 because it was based upon and approved 
the various reports filed by Service as revised by the Commission. 

The end result of the Commission’s 1947 valuation procedure as to Serv- 
ice is shown in valuation docket 1302 (attached as exhibit B in pt. II), entitled 
“Tentative Valuation Report on the Property of Stanolind Pipe Line Co. as 
of December 31, 1947.” This report was served on June 6, 1950, with the 
proviso, conforming to section 19a (h), that in the absence of protest it would 
become final 30 days after June 16, 1950. This period has now expired with- 
out protest, and the valuation is final. 

Page 12 of the Commission’s report covering the valuation of Service (ex- 
hibit B) adopts, by reference, appendix 4 of the Ajax Pipe Line Corp. (50 Val. 
Rep. 1), as “the statement of the methods employed.” The Ajax report is at- 
tached hereto as exhibit C in part II, and appendix 4 thereto is hereinafter 
referred to as “statement of methods.” 

In its foreword to this statement of methods, the Commission refers to the 
fact that it had found final values for common-carrier pipeline companies as 
of December 31, 1934, and had required all such carriers to periodically report 
so as to “keep the Commission informed on all new construction, extensions, 
retirements, or other changes in the conditions, quantity, use and classifica- 
tion” of their properties. Continuing, the Commission states: 

“It became apparent as time went on that the previously found final values 
were far out of date. By the end of 1947 property changes had assumed vast 
proportions and the price levels had changed so materially from those prevailing 
as of the date of the previously found values that short-cut methods of approxi- 
mating current value levels were considered unreliable.” 

Although the law sets forth in general the elements to be considered in valua- 
tion, and the Commission makes specific finding as to each named element, its 
orders do not specifically detail how the elements are weighed or treated in ar- 
riving at final value. We have developed a mathematical formula, which ap- 
plies these known elements of value to produce a result within less than nine 
one-hundredths of 1 percent of the final valuation found by the Interstate Com- 
merce Commission for Service as of December 31, 1947. The following page 
details this computation. 

(Nore.—Detailed worksheets covering all computations ineluded in this state- 
ment, aS well as those for years 1941-49, inclusive, from which data are used 
herein, are available for inspection and checking.) 
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Final value computation compared to ICC final value in docket 1302 as o 
Dec. 31, 1947 


Gross Percent of Net Ls 
total 
Original cost, all property $151, 311, 524 
Deduct: 
Land, original cost : 1 379, 106 | 
Rights-of-way, original cost ais 1 2,773, 122 
Total 1 3, 152, 228 est 
Original cost, less land and rights-of-way | 148, 159, 296 42. 6711932 $63, 221, 33 
Reproduction cost, new 1 199, 052, 218 57. 3288068 114, 114, 261 
Total : 347, 211, 514 100. 0000000 177, 335, 600 
Percent of depreciation: 
Reproduction cost new 1 199, 052, 218 
Reproduction cost new, less depreciation : .| | 129, 846, 642 
Accumulated service life depreciation 69, 205, 576 


Percent of depreciation ($69,205,576 divided by $199,052,218 
equals 34,7675483). 


Depreciation ($177,335,600 times 34.7675483) 





Net value- 115, 680, 360 


Add 6 percent for going concern and other elements of value 2 ; sal 6, 940, 822 
Total physical property --. . : ‘ ‘ 122, 621, 182 
Land, present value ; ; , 1 132, 550 
Rights-of-way, present value-_- Sam, 11, 945, 627 
Working capital 
Material and supplies... ‘ sib deaetlad Jidthe ‘ 1 1, 305, 30 
Cash... sana Teen - 1 1, 826, 80K 
Final] value computed by Service “ . 127, 921, 459 


Final value per Commission a i 1 128, 025, OOF 


ne ree: iii ; : } 103, 541 


Percent of difference - - at 


1 Amounts so indicated are taken from docket No, 1302: all other amounts are computed. 
2? This percentage reflects the amount used by the Commission to provide for going concern and othe 
elements of value. (See p, 11 of exhibit B.) 


This formula is further proven by applying it to the figures reported in the 
valuation dockets of 18 other pipeline companies whose 1947 valuations were 
reported by the Commission prior to that of Service Pipe Line Co. : 
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Final value computations compared to ICC final values for owned and used 





l 


| 


properties as of Dec. 31, 1947 


Computed value 











Ico | Final value | Final value | over (under) 
a oa Carrier computed ! per ICC ea eae 
No. | | 
| | Amount | Percent 
ons | Salk stain j |—— 
eremats h Sie  S 5 ed OF aah Lak $12, 304,797 | $12,300,000 | $4,797} 0.039 
1285 | Detroit Southern..................-.-----..-- 670, 456 | 670, 500 (44) | (. 007) 
RIO 6 Os 5 oii wd ca xs kieected cece ted ccnnen cas sonss 11, 197,677 | 11, 198, 000 | (323) | (. 003) 
1287 Nee eunehhaneah 262, 305 262, 000 | 305 | . 116 
le TE bi canaccbacanoer eho wmboseuddasaseuadass 1, 653, 206 | 1, 653, 000 206 | .012 
1289 SNES ab tent, the he dete 2, 009, 685 2, 010, 000 (315) (. 016) 
oka OE ee ee 5, 021, 146 | 5,030,000 | (8, 854) (. 176) 
1291 SS oe ee atin eset aren dune sonia aed 87,610 | 87, 500 | 110 . 126 
Ree 1 GOetee MEN oo cceecemeces-ne- 3 2 42, 976 43, 000 (24) (. 056) 
1208 | Texas-New Merxioo........................... 22,341,827 | 22,350,000 | (8, 173) | (. 037) 
ne noe bie nb demo bens 10, 170, 233 10, 175, 000 | (4, 767) | (. 047) 
SE Ane 4, 474, 372 4, 489, 000 | (5, 628) (. 126) 
Se) wee een ci oe ke pate nsecanwite 204, 212 200, 000 | 4, 212 | 2. 106 
1297 | Globe... -. Lemeketh Quel so. bithanndtacesdedse ne 46,901 | 46, 900 | 1 | . 002 
ree ens a Sh ee, cha een dbpiaie atch wm 635, 967 635, 900 67 . 001 
SE RR 55 oa waitin bonmnn onndbduasannaaen 4,815, 519 | 4, 815, 500 | 19 | 0 
1300 | Texas Empire._-_----- a cbancbagntnasteeetods 26,861,991 | 26,875,000 | (13, 009) (. 48) 
Be ee PRIN a Scitech: 5 solar cs tochin ache iahcgs lta bs aeanciel 860, 477 860, 500 (. 003) 


(23) | 





1 Computed according to formula used in the preceding page by use of data shown in Commission’s 
valuation report for each carrier, 


In Service Pipe Line Co.’s reports to the Attorney General under the consent 
decree for the calendar years 1942 through 1949, valuations were computed in 
conformity with the method used by the Commission in bringing valuations 
down to date, except that annual instead of period prices were used in computing 
cost of reproduction new. As to prices, the Commission’s statement of methods 
(p. 30 of exhibit C) reads in part as follows: 

“Period unit prices as of December 31, 1947, have been applied. The attempt 
is not to determine the exact price of a particular article on that date, for that 
price may have been abnormally high or low, but rather to ascertain what may 
be termed a normal price. The prices are based on investigation of prices over a 
period of many years giving appropriate consideration to the usual transitory 
nature of inflated prices occurring because of labor, material, and food shortages 
during the war or postwar period. The price level used as of December 31, 1947, 
in accordance with past practice, is a long-term forecast and contemplates tun- 
neling through the war and postwar price peaks.” 

Each year the Bureau of Valuation of the Commission has determined and 
published annual price indexes for major elements of pipeline property using 
1934 as the base, or 100. The 1948 report of these annual prices (attached as 
exhibit D in pt. II) shows, on page 8, the price index for each primary account, 
for each year, 1935 through 1948. Although this publication states that the 
prices “have not been examined nor passed upon by the Interstate Commerce 
Commission” they are ratified and given official stature by the following quotation 
from the Commission’s statement of methods in the Ajax valuation report 


(p. 31 of exhibit C): 
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“All of the data above referred to (on prices) have been considered in con- 
ference by our representatives and the working committee of the American 
Petroleum Institute. An agreement had previously been reached on the major 
elements of cost for the years 1929 to 1936, inclusive, and as to period prices 
as of December 31, 1934. This cooperative phase of the work was continued and- 
annual guide prices agreed on for each of the succeeding years 1937 to 1947, 
inclusive. In a like manner agreements as to guide period prices as of December 
31, 1947, were reached. These prices have been used as a guide in determining 
the period prices which we have applied to the units of property. These unit- 
period prices have been applied as of the date of valuation. 

The relationship of the period prices found as of December 31, 1947, to the 
annual prices for each primary account (from p. 8, exhibit D) is shown on the 
following page 9. 


Ratio of 1947 period to 1947 annual prices 





| 1947 prices Ratio 1947 








Account name Account numbers ak period to 

1947 annual 
Period | Annual prices 
Line pipe. -- scaled 103; 153___- 145 150 | 0. 966666666 
Line-pipe fittings ; i --| 104; 154___- | 170 185 . 918918918 
Pipeline construction 105; 1955 | 165 | 180 | . 916666666 
Buildings. - 106; 156; 176. _- 247 282 . 875886524 
Boilers ee .--| 107; 157 } 155 | 180 . 861111111 
Pumping equipment e | 108; 158 | 183 207 | . 884057971 
Machine tools and machinery 109; 159; 179. _- 135 146 | . 924657534 
Other station equipment 110; 160___- | 161 175 | . 920000000 
Oil tanks 111; 161 * 198 | 208 | . 951923076 
Delivery facilities 112; 162 161 | 175 | — . 920000000 
Communication systems 113; 163; 183___ 165 | 189 | . 873015873 
Office furniture and equipment 114; 164; 184___- 155 175 | . 885714285 
Vehicles and other work equipment 115; 165; 185. _... 155 175 | . 885714285 
Other property- iepatininl 


116; 166; 186___-- 162 173 - 936416184 


NOTE Detailed worksheets covering all computations included in this statement, as well as those for 
years 1941-49, inclusive, from which data are used herein, are available for inspection and checking. 


The above percentage relationships have been applied to the annual price 
indexes for the years 1941 through 1946 and for 1948 to arrive at period prices 
for computing cost of reproduction new in Service’s amended reports herewith 
submitted to the Attorney General. 


PRO RATA VALUATION OF MAJOR PROPERTY CHANGES 


During most of the years under consideration, Service has constructed larg 
additions to property which were completed and placed in service in the middle 
of the year. An example of this is the Slaughter-Drumright 16-inch line, 385 
miles in length, which was built from west Texas to a connection with Service’s 
facilities in the Cushing, Okla., area, as a war project and placed in service 
on April 1, 1944. For 9 months during 1944, this line handled approximately 
65,000 barrels daily and the carrier earned substantial revenue from its opera- 
tions. Jecause much of the oil moved through this new line continued beyond 
Drumright through existing facilities of the carrier to normal destinations, it 
was and is impracticable definitely to allocate revenues, expenses, or earnings 
on that segment of the system during that 9-month period. As later explained 
a proportionate part of the value of such additions has been included in the 
valuation reports filed with the Attorney General. In like manner major re- 
tirements of properties have been taken into account. 
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Other comparable examples of projects and retirements are shown as follows: 


Date of Description | Capacity 
service increase 
Feb. 1, 1942 | 12-inch loops, West Kansas Li. 10, 000 
Mar. 1, 1942 | 8-inch line, Fairport to Laton ’ | 8, 000 
Feb. 1, 1943 | 12-inch loops, central Texas s 10, 000 
Mar. 1, 1943 | 12-inch loops, southern Oklahoma : : 10, 000 
July 1, 1943 | 10-inch loops, west Kansas_. } 6, 800 
Apr. 1,1944 | 16-inch line, west Texas to Drumright 65, 000 
Noy. 1, 1944 | 12-inch line, Elk Basin to Casper 12, 000 
Feb. 1, 1944 | Station increases, central Texas 10, 000 
Nov. 1, 1945 | 6- to 8-line, Wind River field, Wyoming . 7, 500 
June 1, 1946 | 16-inch line, Wasson to Slaughter. | 22, 500 
Aug. 1,1946 | 8-inch line, Manhattan to Lemont_. “ | 20, 000 
Nov. 1, 1946 | 20-inch loops, Freeman to La Plata . . 34, 000 
July 1, 1947 | 20-inch loops, Drumright to Freeman__.- | 25, 500 
Sept. 1, 1947 | &inch line, Caprock to Mallet Junction | 2, 500 
Oct. 1, 1947 | 16-inch line, Freeman-Sugar Creek...-- | 8, 000 
i : ~ +i }Auburn and Center stations - 14, 000 
Mar. 1,1947 | El Reno and Childress stations 23, 000 
June 1, 1947 | Station increases, Fort Laramie to Freeman | 15, 500 

Oct 1, 1947 | 8-inch line, Freeman to Sugar Creek ! 

Jan. 1, 1947 | Shutdown Odessa and Marceline stations ! _- a 

July 1,1947 | Shutdown Hominy, Sycamore, and Centerville stations ! Le sitwe 

Sept. 1, 1948 | 12-inch to 16-inch loops, Welch to Freeman- -- . \ 7 FO) 

Oct. 1,1948 | Station increases, Welch to Freeman -- - -- ' 

Apr. 1, 1948 | 16-inch loops, Slaughter to Drumright- 25, 000 
Station increases, Drumright to Whiting: 

Jan. 1,1948 Humboldt and Carrollton stations.__- bfaaignd 

Nov. 1, 1948 East Fort Madison station _- —_ 60, 000 

Oct. 1, 1948 All other stations. ; 

Jan. 1,1948 6-inch, 8-inch, 10-inch loops, Illinois and Kansas ! | 

Sept. 1, 1948 8-inch, 10-inch, 12-inch loops, Nebraska and Wyoming !- gs 

Apr. 1, 1948 Shutdown Wyaconda, Ormonde, La Rose, and Ransom stations !__...-|-. 


1 Retirements. 


The Commission’s valuation as of December 31, 1947, or any other date, includes 
only properties operating in common-carrier service on that date. Such valua- 
tion does not give effect to properties completed and placed in service, or retired, 
during 1948, but because of the inpracticability of separating revenues and earn- 
ings on such projects a pro rata of the valuation of properties substantially 
affecting capacities, based on the period in service during that year, has been 
included in past reports to the Attorney General under the consent decree. <A 
pro rata of retirements has similarly been deducted from valuation. The pro 
rata of additions and retirements included in the amended reports submitted 
herewith for each year, added to the valuation of properties in service at the 
end of the preceding year, is as follows: 


| 
Valuations for year beginning Jan. 1 Pro rata 
la amma haa cael tea ia DT cE i Ee a SE of major Total 
| projects? | valuation 
Year | Amount! | 
Sia escalates elaine lading ect inginlntsinenticle pllsieadipneis ilaipinn eal a 
1942._. . . . i $62, 248, 172 | $895, 941 | $63, 144, 113 
1943... ong bi mney Jébde ‘ 6 } 68, 167,271 | 555, 604 | 68, 722, 965 
1944__. —— ‘ 5 70, 327, 835 9, 071, 144 79, 398, 979 
1945... 82, 373, 117 167, 990 82, 541, 107 
1946 _. é 82, 286, 022 1, 176, 997 83, 463, O19 
1947... 4 . ‘ . 91, 199, 447 4, 707, 514 95, 906, 961 
1948__. ei ian 128, 025, 000 8, 518, 029 136, 543, 029 
1949___ ; Jets 166, 092, 107 166, 092, 107 


! All years valuations are computed by service except the year 1947 which is the Commission’s valuation, 
2 Includes major projects both added and retired in the vear for which earnings are reported. 


INTEREST 


To finance its major postwar construction program, Service, in 1946, made 
its first substantial long-term borrowing in the public-money market. 

Money borrowed in 1946 and 1947 was obtained at 1 percent interest from a 
Chicago bank. These loans were refinanced and additional funds borrowed for 
construction on a 10-year loan at 2 percent interest through a group of New York 
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banks. An additional short-term loan to complete construction was obtained from 
a New York bank in 1948 at 244 percent. 

Line 3 of reports for the years 1946 through 1949 to the Attorney General 
under the consent decree has purported to show “total earnings available for 
distribution to owners or stockholders,” as required by paragraph VIII of the- 
decree. These figures are incorrect because they have not been reduced by the 
amount of interest paid to public-lending agencies, which is not available for 
such distribution. 

The amended reports in part III correct this error. 


INTEREST INCOME 


The valuation methods of the Commission prescribe the amount of cash 
working capital allowabie in the valuation. Service has maintained cash in 
excess of the amount allowed in the valuation and much of the excess cash 
has been invested in income producing securities. Since this income does not 
arise from property included in the valuation, and it is not income derived from 
transportation or other common-carrier services, it has not been included in the 
original or amended reports. ‘The total earnings excluded for the years 1942-49, 
inclusive, is $809,976. 

SUMMARY 
The following pages show the effect of each amendment discussed above for 


each of the years 1942 to 1949, inclusive, according to the amended reports in 
part IIT. 


Amended reports 


Line As reported a 
N¢ Increase (+) 
or 
decrease (—) 
Year 1942 
1 Valuation $63, 393, 994 $63, 144, 113 — $249, S81 
2 7 percent of valuation 4, 437, 580 4, 420, OSS —17, 492 
Earnings 5, 886, 672 ), S86, 672 
+ Excess earnings 1, 449, 092 1, 466, 584 2 +17, 492 
5 Arnounts not earned 3 oe 
Year 1943 | 
l Valuation 70, 634, 043 68, 722, 595 —1, 912, O78 
2 7 percent of valuation 4, 944, 453 1, 310, 608 — 133, 845 
3 Earnings 5, 510, 110 5, 510, 110 
4 Excess earning 565, 657 699, 502 2 +133, 845 
5 Amounts not earned 4 
Year 1944 
} Valuation 81, 305, 020 79, 398, 979 —1, 906, 041 
2 7 percent of valuation 5, O91, 351 5, 557, 929 — 133, 422 
Earnings 5, 204, 106 5, 204, 106 
{ Excess earnings 
5 Amounts not earned 487, 245 353, 823 — 133, 422 
Year 1045 
l Valuation 84, 932, 187 82, 541, 107 2, 391, 080 
2 7 percent of valuation 5, 945, 253 5, 777, 877 —167, 376 
3 Earnings 5, 418, 576 5, 418, 576 
$ Excess earnings 
Amounts not earned 526, 677 359, 301 — 167, 376 
Year 1946 
1 Valuation 85, 584, 188 83, 463, O19 —2, 121, 169 
2 7 percent of valuation 5, 990, 893 5, 842, 411 — 148, 482 
3 Earnings 5, 943, 127 5, 892, 913 ‘ —50, 214 
4 Excess earnings 50, 502 +50, 502 
5 Amounts not earned 4 47, 766 —47, 766 
Year 1947: 
l Valuation YR, 099. 781 15, 906, 961 —2, 192, 820 
2 7 percent of valuation 6, 866, 985 6, 713, 487 — 153, 498 
$ Earnings 6, 450, 810 6, 248, 095 4 —202, 715 
{ Excess earnings 
5 Amounts not earned 3 $16,175 465, 392 +49, 217 
Year 1948 
] Valuation 126, 735, 889 136, 543, 029 +¥, 807, 140 
2 7 percent of valuation 8, 871, 512 », 558, 012 +686, 500 
4 Earnings 6, 719, 862 5, 913, 990 4 — 05, 872 
$ Excess earnings ! 
5 Amounts not earned 3 2, 151, 650 3, 644, 022 +-1, 492, 372 


See footnotes at end of table. 
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|__Amended Amended reports 
Line As reported 
No. aneome (+) 
| docrenes (—) 
a | — 
| Year 1949: c 
1 Valuation. __- en 5 ‘ 168, 672, 353 166, 092, 107 — 2, 580, 246 
2 7 percent of valuation. ~_ | 11, 807, 065 | 11, 626, 447 —180, 618 
3 Earnings Se ddd | 6, 896, 304 5, 510,747 | * —1, 385, 557 
4 Excess earnings !__ sabteobd — sat | = 

5 PN ee een 4,910, 761 | 6, 115, 700 +1, 204, 939 

| Summary of excess earnings: 
1942 en ; ; 1,449,092 | 1, 466, 584 | +17, 492 
1943 : : ss ate } 565, 657 | 699, 502 | +138, 845 

_ - | a ee 

PUNE. it henncaocee sal 2, O14,’ 749 2, 166, 086 +H 51, 337 

| Summary of amounts not earned—Carried forward " | 

| to year 1950: | 
| 1947 Siiscadtih ie bh ctiesitemiaieininit’ 416, 175 | 465, 392 +49, 217 
| 1948 . mete : 2, 151, 650 | 3, 644, 022 +1, 492, 372 
| 1949 on finn nahh geal alae al ican 4, 910, 761 6, 115, 700 | +1, 204, 939 
WB twink athetWdcasn cease inset ‘ 7, 478, 586 | , 225,114 10 +2, 746, 528 


1 Line 3 minus line 2. 
? Earnings in amount of $11,281 on additional excess earnings for years 1942-43 will be transferred to account 


81, appropriated earned surplus. 


4 Line 2 minus line 3 
4 Decrease in earnings shown for years 1946, 1947, 1948, and 1949 due to interest paid to public lending 


agencies. 


SUPPLEMENTAL MEMORANDUM IN SUPPORT OF AMENDED RETURNS, FILED BY 
SERVICE PIPE LINE Co. 


As the result of conferences between staff members of the Department of 
Justice and representatives of Service Pipe Line Co. regarding filing of amended 
reports under the consent decree for years 1942 through 1949, the Service rep- 
resentatives desire to submit these additional comments. 

One of the principal subjects under discussion during these conferences was 
whether “latest final value,’’ as used in the decree, refers only to the valuation 
existing at the time the decree was entered or whether it means any subsequent 
valuation found by the Interstate Commerce Commission. 

Webster’s New International Dictionary, second edition, defines the word 
“latest” as a new superlative of “late” and a synonym of “l last. ” In the declen- 
sion of “late,” this same authority recognizes “latest” and “last” as the super- 
lative degree of “late,” and they are synonymous. Therefore, “latest” and “last” 
mean the same thing and may be used intere hangeably. “Last” has several defi- 
nitions, but, when used as a legal term in a statute, contract, or decision, it 
means the next before the present, or the most recent; being or remaining after 
all others similarly classed or considered in time, place, or order of succession. 

In previous memorandums, authorities were cited to show that the dictionary 
definition had been adopted by the courts. Since the preparation of our state- 
ment, an additional case in point has been found on the subject: 

“The phrase ‘last reported value,’ as used in provision in fire policy requiring 
insured to report to insurer within 30 days after last day of each month the 
values of the property at insured location on last day of each month, would 
not be construed as meaning last reported value filed before loss occurred, under 
policy, and hence, a report filed after loss but within 30 days after last day of 
month preceding the loss could be used in ee insurer’s portion of liability 
for the loss” Sack v. Glen Falls Ins. Co. (357 . 487; 52 A. 2d 173, 175). 

In this case, the policy required monthly sasaute of the value of the insured 
property and provided that the liability of the insurance company would not 
exceed, in any event, the “last reported value.” Such monthly reports were 
required to be filed within 30 days after the end of each month. Reports were 
made for September, October, and November 1944, but, before the December 1944 
report was made, a fire occurred on January 8, 1945. On January 9, 1945, the 
insured filed a report of value for the month of December 1944, which was 
greatly in excess of the report of value which had been made in December for 
the month of November. The insurance company refused to pay, on the theory 
that the term “last reported value” meant and should be construed as the report 
on file for November at the time the fire occurred. 
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In that case, the Supreme Court of Pennsylvania held that the “last reported 
value” covered by the insurance was the value contained in the current report, 
if made within the proper time, even though it came after the fire loss had 
occurred. The court succinctly states, at page 175: 

“If the parties had intended that section ii of the policy should mean last™ 
reported value filed prior to the loss, they would have so stated.” [Emphasis by 
the court.] 

During the discussion, a fact was mentioned which provides a conclusive 
answer to the question of what “latest final valuation” means. It was stated 
that, at one time during the framing of the consent decree, it was proposed that 
an appendix be attached to and become a part of the decree, listing the latest 
final valuations by the Commission of all defendant carriers as of that time— 
generally as of December 31, 1934. Contrary to this proposal, however, the 
decree, as finally entered, uses the specific language, “latest final valuation,” and 
provides for bringing it down to date “in accordance with the methods used by 
the Interstate Commerce Commission.” The fact that making the then exisitng 
valuations a part of the decree was considered and rejected conclusively estab- 
lishes that the decree contemplated new final valuation from time to time by 
the Commission, and use during each intervening year of a valuation “computed 
by the carrier * * * in accordance with the methods used by the Interstate 
Commerce Commission in bringing valuations down to date.” 

In other words, under the ruling of the Pennsylvania Supreme Court in Sack v. 
Glen Falls Ins. Co. (ibid.), if the consent decree had meant that the phrase, 
‘latest final valuation,” was intended to mean “latest final valuation made by the 
Interstate Commerce Commission prior to the decree,” it would have so stated. 
It specifically did not. On the contrary, the proposal to set forth valuations that 
would be static was not adopted and, instead, the provisions for computations by 
the carrier of valuations “in accordance with the methods used by the Interstate 
Commerce Commission in bringing valuations down to date” were incorporated 
in the decree. 

The wording of the decree and the authorities cited clearly show that the 
“latest final valuation” means valuation as of any time when a final valuation 
is found by the Interstate Commerce Commission. Since this is a correct inter- 
pretation of the decree, amended reports are mandatory for years 1948 and 
1949. The decree also requires that annual valuations be made, following methods 
used by the Interstate Commerce Commission, and the 1947 valuation by the 
Commission disclosed that it valued all of the property at 1947 period prices. It 
follows that the same method be used in bringing valuations down to date from 
the entry of the decree, and, accordingly, reports for the years 1942 through 1947 
must be amended to conform to the decree. In no other way can effect be given 
to the use by the Commission of period prices in its 1947 valuation reflecting 
changed prices and conditions affecting the entire property of the carrier. (See 
p. 8 of pt. I: Statement.) 

The other principal question involved in these discussions may be stated: 
Does the decree mean that the carrier is to compute an annual valuation each 
year, using the ICC’s methods, or does it mean a new system has been set up 
whereby the latest valuation figure is made a statie figure, to which is to be 
added the value of additions and betterments and from which are to be deducted 
appropriate amounts for depreciation and retirements for the entire property? 

In Service’s memorandum, the statement was made that the ICC does not 
separately value additions and betterments. So that this statement could be 
officially substantiated, Service addressed a letter of inquiry to the Commission. 

The methods—indeed the sole method—of the Interstate Commerce Commis- 
sion is shown in the attached photostatic copy of a letter from the Commission’s 
Bureau of Valuation dated September 1, 1950, in reply to that inquiry. A copy of 
the letter of inquiry is also attached. 

This same method was known and was a matter of public record in December 
1941, when the language referring to it was incorporated in the consent decree. 
It was set forth in detail in Statement of Methods, appendix 4 to valuation docket 
1203, Atlantic Pipe Line Co., decided December 8, 1937 (47 Val. Rep. 541 (584) ). 

At page 588, this 1937 Statement of Methods specifically sets forth that: 

“The estimate of reproduction cost new, arrived at in this manner, does not 
correspond with the original cost of producing the property as it was in fact 
produced. Many pipeline systems are the product of a process of gradual develop- 
ment. Single-line systems have become multiple lines, buildings have been ~* 
enlarged, and additional pumping units have been installed. In the estimate of 
reproduction, all this is disregarded and it is assumed that the existing property 
is reproduced by a single continuous impulse.” [Emphasis supplied.] 
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At page 592, the Atlantic report says: 

“Prices.—When the engineering inventory is complete, it contains an enumera- 
tion of the units of all the property owned or used by the carrier except land. 
In order to show cost of reproduction it is necessary to apply prices to these 
units. Such prices must cover the entire cost of the unit in place, but the unit 
price applied to the item inventoried does not always include the cost of instalia- 
rion.” [Emphasis supplied. | 

This language was adopted verbatim into the Ajax Pipe Line Corp. valuation 
report for December 31, 1947, as shown at pages 28 and 29, of part If, exhibit C, 
submitted by Service. All parties to the decree knew these methods at the time 
of the decree and it must be assumed that these are the methods referred to in 
paragraph III (a) of the decree. 

The inclusion of language in the decree which incorporates the established 
methods of the Commission for bringing valuations down to date is certainly 
in keeping with the purpose of the decree. At the joint discussion, it was agreed 
by all present that the purpose is not to put the pipelines out of business nor 
to declare that the operation of a pipeline is fundamentally unlawful or illegal}, 
but that the purpose is solely to limit dividends which a pipeline may pay to a 
shipper-owner to 7 percent of valuation. 

Obviously when the defendants agreed to the decree providing for computa- 
tion of valuation by the ICC’s methods which were known to them in detail 
from the Commission’s published reports, they could not have been agreeing to 
a strange and unusual method unless it were set forth specifically in the decree. 

The ICC found, as of December 31, 1947, a final valuation for Service of $128,- 
025,000. If the decree could be construed to mean that only additions, better- 
ments, retirements, and depreciation were to be computed in accordance with 
ICC methods and that no other adjustments should be computed by the carrier 
as to the properties in existence at the time of final valuation, Service’s valua- 
tion as of the same date would have been $87,770,419 of which 7 percent would be 
$6,143,929. This amount would be only 4.8 percent of the valuation of $128,- 
025,000 found by the Commission. This example conclusively shows that such 
improper interpretation of the language of the decree creates a situation which 
would cause hardship to Service because its financial transactions are based on 
the assumption that earnings and dividends will be measured by not less than 
7 percent of its current valuation. Certainly any application of the decree which 
would restrict return to only 4.8 percent clearly violates the decree which permits 
7 percent. 

The consent decree is in fact a contract. Two of the cardinal principles of 
construction of written instruments are that all of the language must be given 
effect and that where one construction produces an unreasonable and extraordi- 
nary result and another equally consistent with the language used makes it Just 
and reasonable, the latter must prevail. 

The construction which we urge requires that the full import of the clause 
“in accordance with the methods used by the Interstate Commerce Commission 
in bringing valnations down to date” be given effect. Any other construction 
must completely ignore this plain language. 

The facts and arguments presented show without doubt that, even under a 
technical interpretation of the language used in the decree, the amended re- 
ports are proper and that in strict compliance with the decree it is obligatory 
on the part of Service to file them in order to give effect to the latest final 
valuation of its properties by the ICC. <A fair and reasonable reading of the 
decree in its entirety discloses the manifest purpose to incorporate into the 
decree the valuation theory reflected in section 19a of the Interstate Commerce 
Act as applied by the Commission in bringing valuations down to date. Many 
illustrations have been presented showing that any other construction of the 
decree produces distorted, discriminatory, and unreasonable results which are 
unfair both to the carrier, who, in the public interest, must operate its property 
in accordance with sound business principles, and to any shipper-owner who 
has any investment in the ecarrier’s property. 


SERVICE Pree LINE Co., 
Tulsa, Okla., August 31, 1950. 


Mr. G. S$. DouGLass, 
Director Bureau of Valuation, Interstate Commerce Commission, 
Washington, D.C. 


Dear Str: Service Pipe Line Co., as one of the defendants in the pipeline con- 
sent decree (civil action No. 14060 U. S. v. Atlantic Refining Company, et al., 
U. 8. District Court for the District of Columbia), has been considering the appli- 
cation of paragraph III (a) of the decree reading as follows: 











CONSENT DECREE PROGRAM—DEPARTMENT OF JUSTICE 307 


“(a) Valuation as hereinabove used shall mean the latest final valuation of 
each common carrier’s property owned and used for common carrier purposes as 
made by the Interstate Commerce Commission. To the latest final valuation of 
the Commission shall be added the value of additions and betterments to the com- 
mon carrier property made after the date of such latest final valuation, and from 
this sum shall be deducted appropriate amounts for physical depreciation on, 
and retirements of, common carrier property, computed by the carrier as of the 
close of the next preceding year, in accordance with the methods used by the 
Interstate Commerce Commission in bringing valuations down to date, the classi- 
fications of property to conform to the uniform system of accounts for pipelines 
prescribed by the Interstate Commerce Commission. Such valuation shall not 
include the value of the common carrier facilities acquired through the invest- 
ment of excess earnings transferred to and withdrawn from the surplus account 
as provided in paragraph V hereof.” 

Any interpretation involves the significance of the phrase “in accordance with 
the methods used by the Interstate Commerce Commission in bringing valua- 
tions down to date” as related to “the value of additions and betterments, etc.” 
As outlined in the Statement of Methods, appendix 4 of valuation docket No. 
1284, Ajax Pipe Line Corp., which applies to all pipeline valuations prescribed 
under the Commission’s Valuation Order No. 28, we understand that the Com- 
mission does not value the additions and betterments separately, but finds the 
appropriate value of all property in use on the date of valuation. 

In other words, it is our understanding that the Commission, in bringing valua- 
tions down to date, does not value additions, betterments, and retirements sepa- 
rately, but instead, first adjusts the carrier’s inventory accounts to reflect such 
changes, and then prices and values the entire property following the assumption 
“that the existing property is reproduced by a single continuous impulse” (Docket 
No. 1284, 50 Val. Rep. 28). 

We are aware that it is not the policy of the Commission to disclose all of the 
details of its valuation methods, but this question involves only one of the me- 
chanics of the process, and it will be very helpful to us in considering this prob- 
lem if you will inform us whether our understanding of the Commission’s method 
of bringing valuations down to date as outlined is correct. 

Very truly yours, 
J. L. SHOEMAKER, 
Financial Vice President. 


INTERSTATE COMMERCE COMMISSION, 
BUREAU OF VALUATION, 
Washington, September 1, 1950. 
Mr. J. L. SHOEMAKER, 
Financial Vice President, Service Pipe Line Co., 
Tulsa, Okla. 

Dear Mr. SHOEMAKER: This is in response to your letter of August 31, 1950, 
relative to methods used by the Commission in bringing valuations down to date. 

As stated in Ajax Pipe Line Corporation (50 Val. Rep. 1, 27), “the valuation 
act requires an inventory in detail of each piece of property of the carrier” and 
this Bureau submits to the Commission for its consideration in determining final 
value data representing the property as a whole as of the date under considera- 
tion and does not develop any value figures for additions, betterments, and retire- 
ments subsequent to some previously established valuation date. All data sub- 
mitted are based on completely revised costs and priced inventories of the prop- 
erty as a whole as of the date under consideration. 

Therefore your understanding is correct as stated in your letter of August 31, 
1950, that the Commission’s method is to value the properties as a whole in bring- 
ing valuations down to date. 

Yours very truly, 
G. S. Doverass, Director. 


Mr. Harxrns. After Mr. Bergson’s opinion, when Service Pipe Line 
submitted the third amended reports for the years 1942-49, what 
method was used by Service Pipe Line to determine valuation on which 


dividends should be based ? 


The Cuarrman. Mr. Karsted ? 


98505—57—pt. 1, vol. 121 
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Mr. Karstrep. The biggest change was that they started the third 
set from the 1934 final valuation, which they had not in their first two 
sets of reports, and then purportedly brought it up to date by the 
methods set forth in the decree. 

Mr. Harkins. Has the Department of Justice had the FBI conduct 
an audit of Service Pipe Line’s records in order to determine the basis 
that Service Pipe Line used in computing the valuations contained in 
the second amended reports? 

Mr. Hansen. Are you asking me for the instructions we have given 
tothe FBI? 

Mr. Harxrns. No, sir; I am not asking you that. 

I am asking if you hs id the FBI conduct an audit of Service Pipe 
Line’s records in order to determine the basis that Service Pipe Line 
used. in computing the valuations contained in its second amended 
reports. 

Mr. Karstep. The answer is “Yes. 

Mr. Harkins. Does the FBI audit show that in the second amended 
reports submitted to the Attorney General for the years 1942 to 1949, 
Service Pipe Line did not take any depreciation on the basic inventory 
that had been included by the ICC in the final valuations it had made 
as of December 31, 1934, or December 31, 1947 ? 

Mr. Hansen. You are asking me to disclose the FBI report that is 
given to us confidentially, and I do not think I should. It is the basis 
on which we are preparing our case, and we are certainly going to 
use it. 

The CHarrMan. Next question. 

Mr. Harkins. Is the Department aware that after receipt of Mr. 
Bergson’s letter dated September 14, 1950, Service Pipe Line prepared 
five different plans which it could use to establish valuations for re- 
ports to the Attorney General ? 

Mr. Hansen. Iam not aware of that; no. 

Mr. Harriss. Mr. Kilgore? 

Mr. Kuréore. I do not know that, sir. 

The Cuatro. ' What isthat? What did you say? 

Mr. Kireéore. I do not know of that. 

Mr. Harkins. You do not know that. 

Are you aware that the basis adopted for computing valuations by 
the Service Pipe Line Co. in its second amended reports was one un- 
der which (1) the latest valuation established by the ICC was held 
at a constant figure; (2) with deductions made for retirements of 
property, but not for depreciation; and (3) to which was added the 
value of additions and betterments with appropriate deductions, on 
the additions and betterments only, for depreciation ¢ 

Mr. Hansen. I donot know. 

Mr. Harkins. And including, for the final factor, including the pro 
rata value of the additions and betterments completed in the calendar 
year of the report. 

Are you aware of that ? 

Mr. Hansen. I donot know that that isa fact. 

Mr. Harkins. Mr. Karsted ¢ 

Mr. Karsrep. No. Iam aware of some of it but not all of it. 

The CHairman. Which items were you aware of / 

Mr. Karsrep. I was aware that they took the 1934 valuation and 
took that as a constant figure without taking any depreciation on that. 

I was aware that they were taking the pro rata value, but I was 
only aware of it in regard to their 1948 report, because, you see, there 


ss 
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was no latest final ICC valuation until you came to the year 1947, and 
therefore you could not tell until you came to the year 1947 whether 
they were taking a pro rata value or whether they were cutting that 
value off as of the end of the calendar year. 

Mr. Harkins. Disregarding the question that involves the pro rata 
issue, is there any support in either the consent decree or in Mr. Berg- 
son’s opinion for a method of valuation that does not include depreci- 
ation on the properties that were included in the physical inventory 
on which the ICC made its latest final valuation ? 

Mr. Hansen. You are asking for a legal opinion, and I would rather 
not express an opinion on it. 

Mr. Harkins. You would rather not express an opinion on it ? 

Mr. Hansen. Of course I would not. 

Mr. Harkins. Judge Hansen, I hand you a document. A table is 
attached to the letter dated November 24, 1950, addressed to Mr. J. L. 
Burke of Service Pipe Line, from Mr. J. L. Shoemaker. 

Mr. Hansen. Both of whom are officers of the Service Pipe Line 
Co., one president and the other vice president; is that correct? 

Mr. Harkins. Yes. 

Mr. Hansen. And the date of it is November 24, 1950? 

Mr. Harkins. Yes, sir. 

I am particularly concerned with the table. Attached to this docu- 
ment is a table entitled “Comparison of Final Valuation Computa- 
tions,” which sets forth the five plans for establishing valuations de- 
veloped by Service Pipe Line Co. 

Would you read the caption over the plan II—A column? 

Mr. Hansen. It says “1934 or 1947 values adjusted for retirements.” 

Mr. Harkins. What was that, sir? 

Mr. Hansen. “1934 or 1947 values adjusted for retirements.” 

Mr. Harkins. Adjusted for retirements. 

Now, will you read the footnotes for plans I, II, and II-A? 

Mr. Hansen. Aloud, or to myself? 

Mr. Harkins. Read them aloud. 

Mr. Hansen. I, II, and Il-A? 

Mr. Harxins. Yes, sir. 

Mr. Hansen. Column I, “1934-47 valuation”—— 

Mr. Harxrns. No, sir; footnote that pertains to plan I. It is at 
the bottom of the page. 

Mr. Hansen. There is nothing designated as footnotes. 

Mr. Harkins. The caption on the column plan II-A is “1934 or 
1947 Values Adjusted for Retirements.” 

Plan I, in the footnote, column I: 

1954 and 1947 valuations maintained constant at 47,150,000 and 128,025,000, 
respectively, without retirements or depreciation. Additions and betterments 
valued at period prices for year installed and values adjusted for appropriate 
appreciation and retirement. 

Plan IT, column II, same as plan I, column I, except retirements of 1934-47 
basic properties are deducted in year retired on the basis of net appreciated 
value and the basic evaluation. 

Plan II-A, column III, same as plan II, column II, except for the inclusion 
of pro rata property. 

Is it not true that under plans II or II-A there is no amount 
deducted for depreciation of the physical inventory of common carrier 


facilities included in the latest final valuation that has been estab- 
lished by the ICC? 
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Mr. Hansen. I do not know. 

Mr. Harxrns. I show this document to Mr. Karsted. 

Mr. Karsrep. And what was the question on that ? 

Mr. Harkins. The question is this: Is it not true that under plans 
II or II—A, there is no amount deducted for depreciation of the 
physical inventory of common carrier facilities included in the latest 
final valuation that has been established by the ICC ? 

Mr. Karsrep. That is right. 

Mr. Hansen. That is what it says. 

Mr. Harkins. That is what it says. 


Mr. Karstep. I do not know that that is a fact. You would have 
to audit to find out whether or not it is accurate. It may well have 


included it. The mere fact that it has a sign above it does not indicate 
that that is true. 


(The documents referred to are as follows :) 


SERVICE Pree LINE Co., 


Tulsa, Okla., November 24, 1950. 
Mr. J. L. BuRKE, 


Building. 

Dear Sir: On October 14 we furnished you tentative figures for valuations com- 
puted under three interpretations of Mr. Herbert A. Bergson’s letter of September 
14, 1950. You asked that we expand these computations to provide for pro rata 
property under plans II and III and that we follow ICC methods in bringing the 
figures down to date. 

Our computations are now based on a formula using the mean average of orig- 
inal cost and cost of reproduction new of the property as well as adjusting work- 
ing capital and going concern value, according to conditions at the end of each 
calendar year. . 

The attached schedules 1 and 2 follow the form of the first proposal submitted 
in which plan I uses the basic final value for year 1934 of $47,150,000 and the 
1947 final value of $128,025,000 as constant figures. 

Plan II is the same as plan I but retirements or reclassifications of the basic 
1934 property are deducted at their 1934 values. 

Plan II—A adds the pro rata property as was done in both original and amended 
returns. 

Plan III is similar to our original minimum valuations, except that additions 
and betterments are priced at period prices for the year installed and going 
concern has been adjusted as a percentage in the mean average formula, whereas, 
the original minimum value used 1934 period prices for the entire inventory at 
the end of each year and going concern remained a constant figure. This ex- 
plains the greater value reported in plan III above the amount in the original 
minimum valuations. 

Plan III-A includes pro rata property in the same amounts included in plan 
II-A. 

Mr. Hunt has advised that he will answer our original questions of maintaining 
the 1934 inventory as a constant figure in the negative. This means that he will 
apparently recommend plan III or Plan III-A. 

On the attached schedule 2, we have shown the effect of these new valuations 
on the amounts earmarked as excess earnings and have shown $570,377 as a 
deduction since this amount was used for retirement of debt at the date of entry 
of the decree. The remainder reflects excess earnings not available for divi- 
dends. However, these amounts would have to be adjusted to reflect earnings 
which might be applicable for investment of such retained funds in interest- 
bearing securities. This latter computation is not important for the purposes of 
this study since we have retained over $255,000 as income from undeclared divi- 
dend account which is in addition to income retained on amounts originally ad- 
mitted as excess earnings under our original minimum valuations. Amounts to 
be released under the different plans, as well as amounts applied to the cost of 
Tulsa office building and debt retirement are shown on attached scehdule 3. 

However, it should be recognized that any immediate liquidation of our invest- 
ment in Treasury bonds and preferred stocks might result in a substantial loss 
below their present book values. 

Yours very truly, 


J. L. SHOEMAKER. 
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SCHEDULE 3.—Service Pipe Line Co.—Statement showing distribution of earnings 
w othhels under ‘the several plane of valuation computation 



















































































i 
Expenditures for— 
Earnings |__ Balance on 
retained ! | | hand 
| Retirement Tulsa office 
of debt building 
(1) (2) | (3) (4) 
iscaiesiiataldinaieiia eciesjettsdhahendticate ila 1 enmeshed 
Plan I: 
Excess earnings. ...........-..-. ospascbaege 5328, 266 Wa 000 }.i.. weciwa bil. Ait.cs 
Undeclared dividends_................-_.- 7, 508, 527 242, 111 $3, 527, 319 $3, 739, 097 
Totel.....- eer atone niactene. 2 ae 798 | 570, 377 3, 527, 319 | 3, 739, 097 
Plan IT: | | | 
Excess earnings.___.___._-_- Cyr iF 992, 967 | 570, 377 | 7 eS ee ee 
Undeclared dividends... ~~. ~-- . ie §-] 6, 843, 826 |-- iia ds } 3, 104, 729 3, 739, 097 
Prriers A OSE TEBE ea, BOP ae 7, 836, 793 | 570,377 | 3, 527, 319 3, 739, 097 
Plan II-A: 
Excess earnings - - _- bacchnagenanate 892, 803 570, 377 | BR ae Sn cali 
Undeclared dividends.___-_____-------___- 6, 943, 990 Sle dee hea } 3, 204, 893 3, 739, 097 
a —| —|} - — ——| 
BOL, sno corwinnsgnachqaqocnppearhacnnseel| )\4s 836, 7 798 | 570,377 | 3,527,319 | 3, 739, 097 
Plan III: | tS | ye 
Excess earnings... al | 3, 819, 101 570, 377 | 3, 248, 724 ss $5 ; 
Undeclared dividends... ............-----.| 4 017, 692 |____- ‘ | 278, 595 | 3, 739, 097 
PP titchhobte chiens ceenbakde vm tebe % 836, 793 | 570, 377 | + 3, 527, 319 3, 739, 097 
Plan III-A: | 
excous earnings. ......5J5i,J.ii.i JJitl Lilia) 2, 708, 673 | 570, 377 | eS See eee 
Undeclared dividends..............-- } 5, 128, 120 recs 4 -| 1, 389, 023 3, 739, 097 
eR isi te sss Re cccdecse 7, 7, 836, 793 570,377 | _3, 527, 319 | 3, 739, 097 
SSS ———————————_E————— a SS 
Original maximum: | é 
Excess earnings. ee add 2, 014, 749 570, 377 | 1, 444, 372 |_ EAS 
Undeclared dividends..-..------------ | §, 822,044 |___. ..| 2,082,947} 3, 739, 097 
‘Total. ........ : _.| 7, 836, 798 570,377 | 3,527,319 | 3,739,007 
Original minimum: : | 
MINDS 5. 5s ce thcckéuakeboucedune | 6, 574, 193 | 570, 377 | 3, 527, 319 2, 476, 497 
Undeclared dividends... .......-.---.---.--| 1, 262, 600 | eee dugl- 2 Sy chek aon 1, 262, 600 
Wes 6 5.4. hd, .633. REEL. | a 836, 70 | 570, 377 } 3, 527, 319 | 3, 739, 097 
Amended report: | aK Vs 2 | | 
Excess earnings. _.- ae aaa if si 2, 166, 086 | 570, 377 2. 006 700 4. «2-1-5... 
Undeclared dividends.....................-| 5, 670, 707 |.- 1, 931, 610 | 3, 739, 097 
Total... ....- cae es wet Enea | 7, 836, 793 570, 377 | 3, 527, 319 3, 739, 097 


1 Amounts shown in col. 1 as excess earnings are taken from schedule 2 and have not been adjusted 
for earnings applicable to their investment in securities. Amounts shown as undeclared dividends in 
col. 1 are likewise overstated as all investment earnings are included in these figures. 


Tulsa, Okla., Nov. 24, 1950. 


Mr. Harxrns. Cecil Hunt, the general counsel of the Service Pipe 
Line Co., advised J. L. Burke, president of Service Pipe Line Co., about 
plan IT as follows 


Plans II and II—A are subject to the same criticism as plan I, with the further 
objection that there seems to be no clear support either in the decree or the 
Bergson letter for either of said plans. 

My question is this: Would you agree with Mr. Hunt’s statement ? 

Mr. Hansen. That calls for an opinion again, and I certainly would 

want a consideration of it before I arrive at any conclusion. 

Mr. Harkins. Mr. Karsted, would you agree with Mr. 

Mr. Hansen. I do not think it is fair to ask a member of my staff to 
express an opinion here at a hearing. 
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The Cuarrman. All right,never mind. Skip it. 

Mr. Harkins. Mr. Hunt also stated: “One of the few provisions 
of the entire decree” 

The Cuarrman. What are you reading from ? 

Mr. Harkins. I am reading from an opinion by the general counsel] 
of Service Pipe Line Co., with respect to these five proposed plans. 

Mr. Keating. Given to his client ? 

Mr. Harkins. Given to his client; yes, sir. 

Mr. Keatine. How did you get hold of this? 

Mr. Harxrys. It was given to us by Service Pipeline Co. 

The CuatrMan. Go ahead and read it. 

Mr. Harkins (reading) : 

One of the few provisions of the entire decree which is entirely clear, it 
seems to me, is the provision in paragraph III (a) with respect to the deduc- 
tion for depreciation and retirements. It provides that to the final valuation 
of the Commission shall be added the value of additions and betterments, and 
from this sum shall be deducted appropriate amounts for physical depreciation 
on, and retirements of, common carrier property. 

In the face of that language, a failure to include the latest final valuation 
in the sum from which depreciation and retirements are to be deducted would, in 
my opinion, violate the clear provisions of the decree. 

Would you agree that it would be a clear violation of the decree to 
fail to include the latest final valuation in the sum from which deprecia- 
tion and retirements are to be deducted ? 

Mr. Hansen. I would not render an opinion on that. 

You are asking me to concur in defendant counsel’s interpretation 
of the decree without having even an opportunity to study it. 

Mr. Harxrns. Would it not equally be a clear violation of the de- 
cree if the latest final valuation established by the ICC is adjusted for 
retirements only and not for depreciation ? 

Mr. Hansen. The same thing. I do not want to give an opinion 
on it. 

Mr. Harkins. Mr. Chairman, I offer for the record an opinion dated 
November 27, 1950, by Mr. Cecil Hunt, addressed to Mr. J. L. Burke. 

The Cuarrman. That will be accepted. 

(The document referred to is as ‘dllows s 





SERVICE Prpe LINE Co., 
Tulsa, Okla., November 27, 1950. 
Re Consent decree—Valuations. 
Mr. J. L. BurKEe—6. 


Reference is made to Mr. Shoemaker’s letter addressed to you under date of 
October 11, 1950, and to the schedules attached thereto. The schedules set out 
three different methods of computing valuations under the consent decree, 
such methods being identified as plans I, II, and III. At a conference held in 
the board room on October 13, it was decided that computations should be made 
on an additional method (plan III-A) which would include pro rata valuations. 
It was also decided that Interstate Commerce Commission methods should be 
used in bringing the figures down to date in all plans. Under date of November 
24, Mr. Shoemaker transmitted to you new schedules setting out computations 
under plans I, II, II—-A, III, and III-A. You have requested an opinion on the 
merits of the various plans and my recommendation as to the procedure we 
should adopt. 

Paragraph III (a) of the decree sets out the procedure for determining valua- 
tions, and the pertinent provisions of that paragraph are set out below for ready 
reference. 

“(a) Valuation as hereinabove used shall mean the latest final valuation of 
each common carrier’s property owned and used for common carrier purposes 
as made by the Interstate Commerce Commission. To the latest final valuation 
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of the Commission shall be added the value of additions and betterments to the 
common carrier property made after the date of such latest final valuation, and 
from this sum shall be deducted appropriate amounts for physical depreciation 
on, and retirements of, common carrier property, computed by the carrier as of 
the close of the next preceding year, in accordance with the methods used by 
the Interstate Commerce Commission in bringing valuations down to date, 
** *” 

Subsequent to the filing of our amended reports with the Attorney General the 
latter part of August and to the conferences held with Assistant Attorney General 
Bergson and members of his staff in connection therewith, Mr. Bergson addressed 
a letter to you under date of September 14, 1950, in which he set out three 
specific questions which had been raised in connection with the filing of our 
amended reports and gave his answers thereto. In answer to question (1) he 
agreed with our position that “latest final valuation” in the first sentence of 
paragraph III (a) means the latest final valuation of the ICC as of the date of 
the filing of the report in question, and not the latest final valuation as of the 
date the judgment was entered. In answer to question (3), involving treatment 
of interest paid on moneys borrowed from other than the shipper-owner, he 
suggests that such question requires no construction of the judgment but ex- 
presses it as his view that proper accounting usage would require that interested 
payments made by the company to financial institutions not in any way con- 
nected with or related to its parent or stockholders be deducted before computing 
what is available for payment to such parent or stockholders. 

Question (2) as set out in Mr. Bergson’s letter reads as follows: 

“(2) Under reports filed from 1942 to 1949, inclusive, does paragraph III (a) 
permit Service Pipe Line to revalue the entire property each year on the basis 
of so-called period prices?” 

His answer to that question is set out in the second paragraph on page 2 of 
his letter, as follows: 

“Our answer to the second question is in the negative. The second sentence 
of paragraph III (a) prescribes a specific procedure for bringing a ‘latest final 
valuation’ down to date. Under the language of that sentence it is our view 
that the final valuation made by the Interstate Commerce Commission remains 
constant for decree purposes until the Commission makes a new final valuation. 
To that valuation is to be added the value of additions and betterments valued 
for the year in which completed less appropriate deductions for physical depre- 
ciation and retirements, determined in accordance with the methods used by the 
Interstate Commerce Commission in bringing valuations down to date. It is our 
understanding that in doing this the Interstate Commerce Commission uses 
period prices rather than original cost.” 

As set out in the schedules attached to Mr. Shoemaker’s letter of November 
9, plan I treats the latest final valuation as a constant figure without adjusting 
for retirements or depreciation, but adds the value of additions and better- 
ments with appropriate deductions on same for depreciation and retirements. 
In valuing the additions and betterments the mean average of original cost and 
cost of reproduction new (based on period prices for the year completed) has 
been used, together with the 6 percent going concern value which is used by 
the ICC. Plan II is the same as plan I except that the latest final value is 
adjusted for retirements. Plan II—-A is the same as plan II except for the in- 
clusion of pro-rata property. Plan III is the same as plan II except for the 
adjustment of depreciation on the properties remaining in the latest final valu- 
ation. Plan III-A is the same as plan III except that the pro-rata property 
is included. 

Under all of these plans the computation for depreciation has been based on 
the straight-line method, using a 25-percent minimum, through the year 1946. 
This is in accordance with the agreement between Service Pipe Line Co. and 
the ICC existing during the period of 1934 through 1946. A new agreement 
was reached in finding our valuation as of December 31, 1947, which used con- 
dition percent curves developed by the ICC in lieu of straight line depreciation. 
This latter method of depreciation in valuation computation has been followed 
for the years 1948 and 1949. 

The method used in plan I represents an entirely new approach, so far as I 
am advised, in computing valuations under the decree. That plan is based on 
a literal application of the second sentence of the paragraph hereinabove quoted 
from Mr. Bergson’s letter. If that sentence is accepted at face value, it fur- 
nishes support for the position that plan I conforms to Mr. Bergson’s interpre- 
tation of the decree. 
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It can be argued that he has, in effect, set up two groups of properties, (1) 
the properties making up the final valuation and (2) the additions and better- 
ments; and that for the first group the valuation “remains constant for decree 
purposes,” while the valuation of the second group is to be brought down to 
date each year in accordance with the methods used by the ICC in bringing 
valuations down to date. The fact that he treats the final valuation in one sen- 
tence and the additions and betterments in a separate sentence in some sup- 
port for that position. This interpretation gives recognition to the inequity 
which results when we are required to charge depreciation against the prop- 
erties included in the 1934 vaiuation but are not permitted to revalue such prop- 
erties on the basis of current price trends; and it may be argued that it was 
his intention to give recognition to that fact as a result of the showing made 
in material we presented to him. 

Reading the paragraph as a whole, however, I doubt that such an interpreta- 
tion can be supported as being reasonable. He first states that the second sen- 
tence of paragraph III (a) prescribes a specific procedure for bringing a “latest 
final valuation” down to date, and then attempts to paraphrase the language of 
that sentence. In order to interpret the letter as support for the method used 
in plan I, it is necessary to limit the application of the clause “less appropriate 
deductions for physical depreciation and retirements,” as used by him, to addi- 
tions and betterments referred to in the same sentence. I think this is a 
strained construction, in spite of the separation into two separate sentences of 
his reference to final valuation, and additions, and betterments. I think this is 
especially true in view of the specific provisions of paragraph III (a) of the 
decree. One of the few provisions of the entire decree which is entirely clear, 
it seems to me, is the provision in paragraph III (a) with respect to the deduc- 
tion for depreciation and retirements. It provides that to the final valuation of 
the Commission shall be added the value of additions and betterments, and from 
this sum shall be deducted appropriate amounts for physical depreciation on, 
and retirements of, common carrier property. In the face of that language, a 
failure to include the latest final valuation in the sum from which depreciation 
and retirements are to be deducted would, in my opinion, violate the clear pro- 
visions of the decree. In interpreting the Bergson letter, if his interpretation 
of the decree is to be relied upon as a defense to the imposition of penalties, it 
seems to me that we must give consideration to the provision of the decree 
which he is interpreting and, if possible, apply his interpretation in a manner 
consistent with the language of the decree, rather than otherwise. 

Plans IT and II-A are subject to the same criticism as plan I, with the further 
objection that there seems to be no clear support either in the decree or the 
Bergson letter for either of said plans. There is support, as a matter of sound 
accounting practice, for the position that retirements of property included in the 
“latest final valuation” should be deducted, and there is some support for the 
position that deduction for such retirements would not violate the narrow con- 
struction of “remains constant,’ because the retired property would be taken 
out at the same value at which it was carried in such latest final valuation. As 
stated above, I do not agree that the narrow construction of the Bergson letter is 
the correct one, and it is clear that the language of the decree places physical 
depreciation and retirements together, from whatever sum they may be deducted. 
If the Bergson statement is to be taken literally, it seems to me that plan I repre- 
sents the more realistic and consistent method, rather than plan IT. 

Plan III uses the same methods as have been used to reach our minimum 
valuations except in three particulars. (1) Additions and betterments have 
been valued on the basis of period prices for the year in which completed, instead 
of using 1934 period prices. The basis for this procedure is Mr. Bergson’s 
interpretation that additions and betterments should be valued for the year 
in which completed and his reference to the fact that the ICC uses period prices 
in bringing valuations down to date. (2) Under plan III the element of going 
concern value has been increased for additions and betterments and reduced for 
retirements, at a 6 percent rate. Under our original minimum valuations going 
concern value was not adjusted, but was maintained at a constant amount as 
included in the latest final valuation. The argument for the adjustment of 
going concern value is that going concern is an element of the value of additions 
and betterments, and that it should be adjusted in the same manner as additions 
and betterments. The ICC does adjust going concern value percentagewise, 
based on the size of the property in any year. There is no specific provision in 
the decree which covers this particular item, and it is a sound position to say 
that it should be treated in the same manner as other elements of value. (3) 
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The mean average formula has been used in plan III, whereas the simple average 
formula was used in reaching the minimum valuations. We now know that the 
mean average formula is used by the ICC. 

These changes in accounting procedure do not, in my opinion, represent a 
material departure, insofar as application of the terms of the decree is con- 
cerned, from the method used in computing the minimum valuations. The dif- 
ferences between the method used in reaching our minimum valuation and the 
one used in reaching the valuation under plan III are differences in accounting 
procedure, which do not contravene any clear provisions of the decree and, in 
my opinion, can be supported as sound accounting practices. The decree simply 
says that the value of additions and betterments shall be added and, while the 
ICC does not value additions and betterments separately, the fact that it uses 
the procedure used in plan III in valuing the entire inventory is support for the 
proposition that such procedure is a sound basis for finding value. 

For this reason, it is my opinion that we can adopt plan III and still maintain 
the conservative position we have heretofore held. I think the most that might 
be required is the possible restatement of some accounts in the event it is ever 
finally judicially determined that some other accounting procedure should have 
been followed. 

Plan III-A goes one step further than plan III by the inclusion of pro rata 
property. Under the pro rata property theory, when any property is completed 
and placed in operation, regardless of when construction of such property com- 
menced, a portion of the value of such property is included in the valuation for 
the calendar year in which such property is completed, based on the number 
of months the property was in operation and contributing to earnings during such 
year. For example, if a property is completed and placed in operation in March 
of 1949, nine-twelfths of the value of such property is included in the valuation 
for the year 1949. 

Paragraph III (a) of the decree seems to preclude the inclusion of pro rata 
valuations by the clause “computed by the carrier as of the next preceding 
year.” For this reason, the inclusion of such property cannot be supported 
under a strictly legalistic interpretation and application of the terms of the 
decree, and represents a departure from the conservative policy we have here- 
tofore followed. It should be recognized that the inclusion of such property in 
our valuation would involve some risk, and the question of whether or not the 
risk will be assumed is one of policy and must be decided by the management. 

In determining the question, consideration should, of course, be given to the 
possible penalties in the event the question is eventually presented to the court 
and an adverse ruling is made thereon. In order that we may have the penalty 
provision of the decree before us, the same is quoted below : 

“VI. In the event a shipper-owner or defendant common carrier should know- 
ingly violate the provisions of paragraphs III or IV hereof, then and in such 
event, upon proof of such violation on hearing after notice, and in lieu of any 
and all other remedies or proceedings for the enforcement hereof, the United 
States may have judgment entered in this cause against the recipient of any 
sums, the payment of which is prohibited by this judgment, for three times the 
amount by which the sum received exceeds the amount permitted by this judg- 
ment to be granted, credited, given, or paid to such recipient.” 

It is clear that before treble penalties may be imposed the Government must 
prove, to the satisfaction of the court in a hearing for that purpose, that the 
defendant has knowingly violated the decree in the particular or particulars 
charged. Unless the court so finds, the most that could be required would be 
a restatement of accounts which would involve the return of any overpayments 
to the excess earnings account. 

There is much to be said for the argument that pro rata valuations are not 
specifically ruled out by the clause quoted above, but that the decree simply 
fails to provide how such property shall be treated in computing valuations, 
and that the method we have adopted is the most equitable and fair method 
available. If there is any doubt whatever as to whether or not the terms of 
the decree are such as to clearly prevent the inclusion of pro rata property, 
then a most convincing case can be made for our method, on the basis of the 
harsh and inequitable results of a failure to include such properties. I think 
it can well be argued that in the short space of time devoted to the preparation 
of the decree, the parties simply failed to consider and provide for a method 
under which pro rata property could be included in valuations, and that it 
could not have been the intention to entirely exclude such properties, since no 
provision is made for excluding earnings attributable to such properties. With- 
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out such exclusion of earnings the exclusion of the properties brings about a 
harsh and inequitable result which could not have been within the contempla- 
tion of the parties. 

There is general agreement, I believe, among all who have had occasion to 
consider the matter that our minimum valuation represents a most conservative 
interpretation and application of the terms of the decree. Our purpose in pre- 
paring and filing the amended reports and initiating discussions with the Depart- 
ment of Justice was to get the benefit of a more realistic valuation of our 
properties, and obtain decree interpretations from the Attorney General which 
would support our interpretation as reflected by the amended reports. It has 
never been our position that such interpretation by the Attorney General would 
necessarily mean that the valuations shown in the amended reports were cor- 
rect, since we have recognized the fact that any such interpretation, in order 
to be entirely reliable, must be made by the court. It was and is our position 
that an interpretation by the Attorney General of any provisions of the decree 
about which there is doubt and uncertainty, if followed, would be a defense 
against the imposition of treble penalties for knowingly violating the decree. 

As a part of our presentation to the Attorney General in support of our 
amended reports, we made a full disclosure of the fact that pro rata valuations 
were included and submitted argument in support of the inclusion of pro rata 
valuations. Mr. Bergson made no reference to that part of our presentation 
in his letter, nor did he or any member of his staff refer to it in any of our 
discussions. The failure of Mr. Bergson and his staff to take exception to the 
inclusion of pro rata property in our amended reports does not, of course, mean 
that such procedure has the approval of the Attorney General, and would not 
have any effect on the right of the Department of Justice to challenge such 
practice at a later date. But the fact that the inclusion of such property was 
fully disclosed, both in the reports and in our statement and arguments in 
support thereof, and that such material remains on file in the Attorney General’s 
office without any exception being taken thereto, would, in my opinion, have 
great weight with the court in determining the question of whether or not 
we were guilty of violating the decree in a manner warranting the imposition 
of the heavy penalties provided by the decree. 

For the reasons stated, it is my opinion that the management would be fully 
justified in assuming the risk involved in the adoption of plan III-A and dis- 
tributing earnings on the basis of the valuations computed in accordance there- 
with. 

In addition to the considerations heretofore mentioned, I think that in any 
proceeding which may be brought for the enforcement of the terms of the decree, 
or the imposition of penalties for violation of any of the terms thereof, the court 
would give consideration to the ambiguity, incompleteness, and lack of clarity 
in the decree itself, the confusion and uncertainty which exist among the 
numerous defendants as to how the terms of the decree should be applied, and 
the lack of uniformity among the defendants in applying the decree, in deciding 
the question of whether penalties should be assessed. The impression we gained 
from our conferences in the Department of Justice is that some uncertainty as 
to the meaning of the decree also exists there, and the Bergson letter is further 
evidence that our impression is correct. In fact, we were advised that a member 
of the staff had, at one time, proposed the filing in court of a petition seeking 
enforcement of the decree and the assessment of penalties for past violations; 
but that after thorough consideration of the provisions of the decree it was 
decided that the decree was too indefinite and ambiguous to support a plea 
for assessment of penalties, and the petition was not filed. There is, of course, 
the possibility that a later administration in the Department of Justice might 
take a different view and initiate such action, but the fact remains that no such 
action has been filed during the more than 8 years the decree has been in effect. 

Considering all of these circumstances and the additional doubt and un- 
certainty created by the Bergson letter, a serious question is raised as to whether 
a court would ever make the necessary finding to support the imposition of 
treble penalties, regardless of which of the proposed plans is adopted. 


CONCLUSIONS 


1. Plan III can be adopted without making any material departure from 
the conservative course we have heretofore followed in computing valuations 
under the decree. 

2. Plan III-A involves some risk by reason of the inclusion of pro rata 
property but the possibility that penalties will be assessed for that reason is 
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remote, and the management would be justified in assuming the risk as a rea- 
sonable business risk. 

8. Neither Plan I, IJ, nor IJ-A conforms to what I deem to be a proper 
interpretation of the decree, nor can they be supported as reflecting sound 
accounting practices, but a strict interpretation of the Bergson letter will support 
plan I. By reason of that fact, the ambiguity inherent in the decree, and the 
general uncertainty and confusion existing among the defendants, with respect 
to its meaning, there is some justification, from a policy standpoint, for adopting 
the plan most beneficial to the company on the ground of the improbability that 
the court will ever require more than a restatement of accounts, regardless of 
which plan is followed. 

4. I recommend the adoption of plan III-A, for the reasons herein out- 
lined. 

Crecr Hunt. 


Mr. Harkins. At a conference on December 11, 1950, attended by 
Messrs. Nelson, Green, Chaffetz, Burke, Shoemaker, Andress, and 
Hunt, who are all associated with either Service Pipe Line Co. or 
Standard Oil of Indiana, it was decided: 


Considering the actual risks involved, the law and circumstances, the con- 
ference recommends the adoption of plan II—A for the future, and the filing of 
amended returns on that basis for the past, and the net adjustment of ear- 
marked surplus to conform with the amended returns. 


It is true, is it not, that in the second amended returns that were 
filed by the Service Pipe Line, the valuations were computed on the 
basis of plan LI—A ? 

(The document referred to is as follows:) 

CONFERENCE REGARDING CONSENT DECREE, DECEMBER 11, 1950 
Present: Messrs. Nelson, Green, Chaffetz, Burke, Shoemaker, Andress, Hunt. 

The three schedules attached show the results of various plans for construing 
the consent decree in the light of the Department of Justice’s interpretation 
letter dated September 14, 1950. 

Plan I treats the latest final valuation as a constant figure without adjusting 
for retirements or depreciation, but adds the value of additions and betterments 
with appropriate deductions on same for depreciation and retirements. In 
valuing the additions and betterments the mean average of original cost and 
cost of reproduction new (based on period prices for the year completed) has 
been used, together with the 6 percent going concern value which is used by the 
ICC. Plan I frees for investment in carrier property $3,739,097, and allows 
the entire Tulsa office building to be included in valuation: $3,527,319. 

Plan II is the same as plan I except that the latest final value is adjusted 
for retirements. Plan II frees for investment in carrier property $3,739,097, 
and allows part of the Tulsa office building to be included in carrier property 
valuation : $3,104,729. 

Plan II—A is the same as plan II except for the inclusion of pro rata property. 
Plan II—A frees for investment in carrier property $3,739,097, and allows part of 
the Tulsa office building to be included in valuation : $3,204,893. 

Plan III is the same as plan II except for the adjustment of depreciation on 
the properties remaining in the latest final valuation. Plan III frees for 
investment in carrier property $3,739,097, and allows part of the Tulsa office 
building to be included in valuation : $278,595. 

Plan III-A is the same as plan III except that the pro rata property is 
included. Plan III-A frees for investment in carrier property $3,739,097, and 
allows part of the Tulsa office building to be included in valuation: $1,389,023. 

Construing the decree and the letter of interpretation from a strictly legal 
standpoint, Messrs. Hunt and Chaffetz are of the opinion that plan III meets 
even the most conservative construction of the decree, but that the inclusion of 
pro rata valuation reflected by ITT—A is reasonable and can be sustained. 

The discussion emphasized the fact, brought out in the legal opinions and Mr. 
Burke’s letter of December 7, attached, that there exists on the part of defendants 
and the Department of Justice a sufficiently wide variety of opinions as to the 
proper interpretation of the decree to permit the adoption of any of these 
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plans without substantial risk of being found guilty of knowingly violating the 
decree, and thus being subject to treble penalties. 

The adoption of plan II—A, as recommended by Mr. Burke, with the invest- 
ment in carrier property of presently retained earnings, can only involve a 
restatement for the future of 7-percent earnings on the difference between plan 
II-A and amended returns which equals $89,130 per year, or 7 percent of the 
difference between II—A, which equals $127,111 per year, as compared with the 
estimated profit for 1950 of $10,760,000. Furthermore, this amount would have 
to be restated only if earned, and if paid or invested, and even if treble penalties 
appeared to be a possibility, they could accrue only if this amount were earned 
and paid to shipper-owner. Estimates for 1950 and through 1954 indicate that 
these amounts will not be earned, particularly if an excess-profits tax becomes 
effective. 


Considering the actual risks involved, the law and circumstances, the confer- 
ence recommends the adoption of plan II—A for the future, and the filing of 
amended returns on that basis for the past, and the necessary adjustment of 
earmarked surplus to conform with the amended returns. 

Mr. Hansen. I do not know that that is true. 

Mr. Harkins. Mr. Karsted, do you know whether that is true? 

Mr. Karsrep. Judging from my recollection of plan II—A, that is 
true. 

Mr. Harkins. Mr. Hunt stated plans II and IT—A are subject to the 
same criticism as plan 1 with the further objection that there seems 
to be no clear support either in the decree or in the Bergson letter 
for either of said plans. 

In other words, is it not so that the Service Pipe Line Co., in sub- 
mitting its second amended report to the Attorney General, adopted 
a plan which had been characterized by its general counsel as having 
no support either in the decree or in the Bergson letter ? 

Mr. Hansen. I don’t know about that and I don’t suppose any 
predecessor of mine knew it either because he did not have the confi- 
dential opinion given by counsel to one of the defendants. It would 
have been exceedingly helpful if you had submitted these matters that 
you want an opinion on and let me study them. 

The Cuarrman. The facts speak for themselves. Here we have an 
opinion expressed by counsel and here we have a plan that was adopted 
which was criticized by counsel as not being responsive to either the 
decree or the Bergson letter. It is quite clear that they don’t jibe, 
that is the opinion does not jibe with the report on the plan which was 
submitted. 

Mr. Hansen. It is not my intention to say they are not differences 
of opinions. They are obviously differences of opinion. 

The Cuarrman. The plan filed was branded as not within the four 
squares of the decree by counsel for the company. 

Mr. Hansen. I am very pleased to get these documents and we will 
study the record very carefully. All I indicated was that, had I 
known in advance the opinions you were going to ask me based on docu- 
ments, I could have been more intelligent in my replies. 

Mr. Harkins. It is also true, is it not, that the Service Pipe Line 
Co. had used plan II—-A to compute the valuations in its reports filed 
since this conference, the conference of December 11, 1950? 

Mr. Hansen. May I have that question again, please? 

Mr. Harxrns. It is also true, is it not, that Service Pipe Line Co. 
has used plan IJ—-A—that is, where depreciation is not taken from 
the basic inventory—to compute the valuation in its reports filed since 
this conference on December 11, 1950 ? 

Mr. Hansen. Isthat correct, Mr. Kilgore? 
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Mr. Kircore. I have no way of knowing, sir, except in 1950 the 

ICC started coming out with what it determined to be the latest final 

valuation. What methods were used by Service in its own computa- 
tions I don’t know. 

Mr. Harxrns. In the original reports for the calendar years 1950, 
1951, and 1952, the Service Pipe Line Co. used this method ot compute 
its valuations ; did it not ? 

Mr. Karstep. That is true. 

Mr. Harkins. That is true? 

Mr. Karsrep. That is true. 

Mr. Harxins. Mr. Chairman, I would offer for the record the 
original report of Service Pipe Line Co. submitted to the Attorney 
General for the calendar year 1952 

The Cuamman. That will be accepted. 

(The document referred to follows :) 


SERVICE Pree LINE Co., 
Tulsa, Okla., April 13, 1958. 
The honorable the ArroRNEY GENERAL OF THE UNITED STATES, 
Washington, D. C. 

Dear Str: Under the provisions of the final judgment in the case of United 
States of America v. The Atlantic Refining Company, et al.; civil action No. 
14060, District Court of the United States for the District of Columbia, dated 
December 23, 1941, and known as the Pipe Line or Elkins Act decree, this com- 
pany is obliged, among other things, to limit payment of dividends to shipper- 
owners and also to report to the Attorney General of the United States, on or 
before April 15 of each year, certain information with respect to the valuation 
of its properties, as used by it in applying its dividend limitation and its retained 
or frozen surplus, if any. 

Therefore, we submit herewith a report containing the information which 
Service Pipe Line Co. is obliged to file with you in compliance with said 
judgment. 

Acknowledgment would be appreciated. 

Yours very truly, 
J. L. Burke, President. 
SERVICE PIPE LINE Co. 


Report to the Attorney General of the United States for the calendar year 1952 
(civil action No. 14060) 


Line 
No, 
1. Latest final valuation made by the ICC (Dee. 31, 1950)_._- $160, 709, 500 
2. Add: Value of additions and betterments to common carrier property made after date of 

such latest final valuation, valued for the year in which completed___....._._.___. 15, 979, 440 
3. Sum of above items. - nae ..--- 176, 688, 940 
4. Less: Appropriate de ductions for physical depreciation and retirements_ 2, 846, 596 
5. Total valuation. . 173, 842,344 
6. Less: Value of common carrier facilities acquired through investment of excess earnings... 353, 067 
7 vi aluation used as earnings basis... bp elds 4544543 < bi ee ab edn d dbbbawnegadeeeeedl are 
8. 7 percent of that valuation. natalensis tala-n.p teen hth indi inaliitendiamta sini leas meade siaatnah 12, 144, 249 
9, Earnings derived from tr: snsport: ition or other common carrier services: 


Line 45, schedule 302, annual report form P_..-........-.-.---.---.-.---- - $11, 357, 982 


Surplus adjustments: 
Add: Deduct: 
Schedule Line 


No. No. 
360 1 Credits from retired carrier property. -_- autucg at aatooe taal 459 
360 7 7 Miscellaneous credits..-.............-..-....-- ca Lili Retail 18, 063 
360 12 Debits from retired carrier property................---.----.-... 4, 228 
360 16 Miscellaneous debits...................-..-- ivthapadobiauaee 490, 689 
476, 395 
Total earnings available for distribution to stockholders weal 10, 881, 587 


10. Earnings less than 7 percent of valuation carried forward for next sucee eding § 3 years. as 

provided in subpar. III (d) (line 8 less line 9)__.__-- shdabae aires ocumuibateiie’ 1, 262, 662 
11. Payments to all stockholders. 10, 280, 378 
12, Earned and permitted to be ps aid this year but withheld; oy permitted at any ‘time 

hereafter in accordance with subpar. III (c) (line 9 less line 11)_-......--...--..-..-.... 601, 209 
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UNITED STATES DEPARTMENT OF JUSTICE, 
Washington, D. C., April 20, 1958. 
Mr. J. L. BURKE, 
President, Service Pipe Line Co., 
Post Office Bow 1979, Tulsa, Okla. 


Dear Mr. BurKe: We have your letter of April 13, 1953, addressed to the 
Attorney General, enclosing the annual report of your company for the calendar 
year 1952, as required by paragraph VIII of the final judgment entered in the 
case of United States v. The Atlantic Rejining Company, et al., Civil Action No. 
14060. 

The report is being placed in the files of this Department. 

Sincerely yours, 
IDWARD P. HovGes, 
Acting Assistant Attorney General. 


Mr. Haris. Therefore, is it not correct, that on April 18, 1953, 
Service Pipe Line submitted a report for the calendar year 1952 to the 
Attorney General in which valuation was computed in a manner that 
did not accord with the procedure established under the decree or 
under Mr. Bergson’s opinion, in that depreciation was taken only on 
additions and betterments. 

Mr, Hansen. That calls for an opinion. 

Mr. Harxins. On April 14, 1953, Service Pipe Line submitted 
amended reports for the years 1949 through 1951 which were based on 
new ICC valuations as of December 31, 1948, 1949, and 1950, did it 
not, Mr. Karsted ? 

Mr. Karstep. Yes. 

Mr. Harkins. And on December 1, 1953, Service submitted an 
amended report for the year 1952 that was based on a new ICC valua- 
tion at December 31, 1951; is that not true? 

Mr, Karstep. That’s right. 

Mr. Harxrns. Since these new ICC valuations contained deprecia- 
tion on the entire physical facilities of service, the valuation used 
as a basis for computing dividends in the amended reports was lower 
than that originally used by Service; is that not true? 

Mr. Hansen. You are asking for the ultimate fact if the return was 
lower, valuation. 

Mr. Karsrep. That is certainly true with some of them. 

Mr. Harkins. Will you examine your records and see if the answer 
to that is not in the affirmative? 

The Cuarrman. Mr. Karsted, will you examine your records ? 

Mr. Karstep. Yes, sir. 

Mr. Harkins. And by using the new ICC valuations, Service Pipe- 
line was able to correct reports that did not accord with the provisions 
of either the decree or with Mr. Bergson’s opinion, is that not so? 

Mr. Hansen. That calls for an opinion again. 

The CuarrmMan. Next question ? 

Mr. Harxrns. Does not this procedure result in a situation where 
the action of the ICC sanctions what previously had been violations of 
the decree ? 

Mr. Hansen. That also calls for an opinion. 

Mr. Harxtns. Could this result occur if the meaning of the term 
“latest final valuation” was construed to be the valuation as of the 
time of the decree rather than as of the time of the report ? 

Mr. Hansen. That also calls for an opinion. 

Mr. Harxkrns. In the August 10, 1955, memorandum prepared by 
Mr. Karsted was there a recommendation that there be a judicial con- 
struction of the meaning of the term “latest final valuation ?” 
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Mr. Kizcore. It was stated this morning, sir, that Mr. Karsted’s 
recommendations, that this overall program contained only one 
recommendation. That was with regard to a single proceeding. 

Mr. Harkins. Would that proceeding have clarified the meaning of _ 
the term “latest final valuation” ? 

Mr. Hansen. Here you are asking again for interoflice communica- 
tions and recommendations. 

Mr. Harxrins. I am not asking what the recommendation was. 

Mr. Hansen. You ask if it didn’t contain a specific recommendation, 
to wit, interpretation, a request for interpretation as I understood your 
question. Maybe I didn’t. 

Mr. Kireéore. That one action would not have. 

Mr. Harkins, That one action would not. 

Mr. Kueore. Yes. 

Mr. Harxins. Is an action now barred with respect to the method 
of valuation used by Service in its second amended reports for the 
years 1942 to 1949? 

Mr. Hansen. You mean is the statute of limitations run? 

Mr. Harxtns. Yes. 


Mr. Hansen. That will be one of the issues. Our contention of 


course would be the statute of limitations has not run. 
The CHAIRMAN, We all are curious about that. I want to follow 


that up and I hope that you keep us informed on that. 
Mr. Hansen. We are going to do our best to sustain the position 


that the statute has not run. 
The Cuarrman. A very nice question. 


(The documents referred to are as follows :) 


SERVICE Prive LINE Co., 
Tulsa, Okla., February 10, 1954. 
Hon. STantey H. BARNEs, 
Assistant Attorney General, 
Department of Justice, Washington, D. 0. 

DEAR MR. BARNES: Attached is a letter dated and signed by me on April 14, 
1953, transmitting to the Attorney General amended reports for the years 1949, 
1950, and 1951, for filing under provisions of the final judgment in the case of the 
United States of America v. The Atlantic Refining Company et al. (Civil Action 
No. 14060, District Court of the United States for the District of Columbia, dated 
December 23, 1941.) 

This letter came to light in a recent checking through our file of reports and 
amended reports, and we are unable to determine whether it is an extra copy or 
whether in some entirely unexplainable manner the original letter was put in 
the file instead of being mailed to you. 

If we did not mail an original copy to you, we will appreciate it if you will 
accept this letter for filing as of the date of this letter with our apologies for 
the error. 

Very truly yours, 
J. L. BURKE. 


SERVICE Prre LINE Co., 
Tulsa, Okla., April 14, 1953. 
The honorable the ATTORNEY GENERAL OF THE UNITED STATES, 
Washington, D.C. 

Dear Sir: Under the provisions of the final judgment in the case of United 
States of America v. The Atlantic Refining Company et al., Civil Action No. 
14060, District Court of the United States for the District of Columbia, dated 
December 23, 1941, and known as the Pipe Line or Elkins Act decree, this com- 
pany is obliged, among other things, to limit payment of dividends to shipper- 
owner and also to report to the Attorney General of the United States, on or be- 
fore April 15, of each year, certain information with respect to the valuation of 
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its properties, as used by it in applying its dividend limitation and its retained or 
frozen surplus, if any. 

We have heretofore filed with you timely reports as required by the decree for 
each of the years 1949 to 1951 inclusive. Also, we have previously filed amended 
and second amended reports for the year 194¥ for reasons explained in our letter 
to you of March 8, 1951. 

The Interstate Commerce Commission has fixed new final valuations at De- 
cember 31, 1948 ; December 31, 1949; and December 31, 1950. Such action by the 
Commission makes it necessary to amend reports now on file to reflect the latest 
final valuation for each of said years as found by the Commission. 

We have, therefore, prepared and transmit herewith a third amended report for 
1949 and amended reports for the years 1950 and 1951. 

Acknowledgment would be appreciated. 

Yours very truly, 
J. L. Burke, President. 


SERVICE Prre LINE Co. 


Amended report to the Attorney General of the United States for the calendar 
year 1949 (civil action No, 14060) 


Line 
No. 
1. Latest final valnation made by the I. C. C. (Dec. 31, 1948) ____- ; ... $161, 803, 200 
2. Add value of additions and betterments toc ts ct “tat r property made after date of such 
latest final valuation, valued for the year in which completed... ..-.......----...------ None 
3. SE Se I I etn os ht endian > pints Sennenienetaradias aiaiedades send ..- 161, 803, 200 
4. Less appropriate deductions for physic: al depreciation GUE PURSTOMMIID, hc cbdce cee ssicdic. None 
5. Total valuation. -.....--- ..--- 161, 803, 200 
6. Less value of common-carrier facilities ac equire d through investment of excess earnings... - None 
2 Valuation used as earnings basis___.............-- daddddduhonhduhi wet bint daitomond 161, 803, 200 
8. 7 percent of that valuation......-.--- ccisewcduteeaed 11, 326, 294 
9. Ear nine s derived from transportation and other common carrier serv ic es: ‘Line: 
9, Schedule No, 302, Annual Report Form P. . Schiele eatin detrei --- $6, 925, 595 
Add or deduct: 
Schedule Tine 
No. No. 
302 26 Miscellaneous income charges...............--- $5, 275 
302 Tp © GOES. ccdrachinh onde bint sdhouinwebleuddiabee dow 1, 999 
302 33 Interest on delin: juent and deficient tax pay- 
ments. ...... ee Pe ee oh 19, 897 
302 35 Interest on loans-_-_-- hupneae oad (eee 
360 2 Credit for retired carrier property. Lwdecbdeddcdke 32 
360 7-8 Miscellaneous credits : bdyheplidintinie 1, 875 
360 11 Debits from retired carrier property. Br a 195 
360 16-17 Miscellaneous debits- Rees 5, 013 
345 7 Interest on year 1943 Federal income tax over- 
GEOG cicgh-6 cg edt natensbenbwndéeped casnbe 1, 181 
————_ 1,414,848 
Total earnings available for distribution to stockholders..._.-........-.-..--------- i, , 510, 747 
10. Earnings less than 7 percent of valuation carried forward for next succeeding 3 years, as 
srovaded if subpar. TEE (8) Glue S 1008 The 9)... oa ae sede coe cecal ee ec cece 5, 815, 477 
Ee, ES 00 Or Be Sein nennescaginsocennensilistatie litdsddencbdh crane None 
12. Earned and permitted to be paid this year but invested in common-carrier facilities in- 
cluded in the valuation in accordance with subpar. ITI (c) (i and ii)_.-.---.--.-------.- 5, 510, 747 
13. Amount transferred to surplus retained pursuant to par. V. (See Note).....-.....-.--.- 756 


Note.—Amounts transferred to surplus (line 13) are net interest income on investment of excess earnings 
retained in prior yeurs. 
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Amended report to the Attorney General of the United States for the calendar 
year 1950 (civil action No. 14060) 








Line 
No. 
1. Latest final valuation made by the IT. C. C. (Dec. 31, 1949) .....--..---.-----------_-.---- $161, 735, 400 
2. Add value of additions and betterments to common carrier property made after date of 
such latest final valuation, valued for the year in which completed _-_................--- None 
3. es Cr OOS TON Ss on oho oe nncnh cece dlenkeceswsaceuasblatidecateicdeneseeaames 161, 735, 400 
4. Less appropriate deductions for physical depreciation and retirements...................- None 
5. TOE EE IIIT. 10. no issnssnin i alc eenibaanen teens wadiiinibetbibanasteines aemaeaseamaameadea aaa 161, 735, 400 
6. Less value of common carrier facilities acquired through investment of excess earnings... 353, 067 
7 VQRGREISR 180G. 08 CONNIE DOG. 3 sine once pnsccvibinit«<cesdinewenaes enim 161, 382, 333 
Oe er IE OE Ce DS 55s 5 nanan end cer oeeenada aemeeatamiet nes aaieee eee aa ae a 296, 763 
9, Earnings derived from transportat ion or other common carrier services’ 
Line 9, Schedule No. 302, Annual Report Form P............--..---..--.-- $11, 040, 834 
Add or deduct: 
Schedule Line 
No. No. 
302 26 Miscellaneous income charges--...-...-.-.-- $20, 770 
302 rr: Ta — 868 
302 20 Miscellaneous income... .................---.. 4 
360 2 Miscellaneous credits EEL ota muted 156 
360 5, 6,7 Debits from retired carrier property a 2, 852 
360 11,13 Miscollanesous depits................. 2.5... 3, 609 
302 35 Interest on loans . .. 1,158, 405 
302 33 Interest on delinquent “and deficient tax- 
payments so sciaalied et Taint tiaial etienl as 552 
_ — 1,186,896 
Total earnings available for distribution to stockholders_-__.........-..........--- 9, 853, 938 


10. Earnings less than 7 percent of valuation carried forward for next succeeding 3 years, as 


provided in subpar. III (d) (line 8 less line 9) -_-. nits i anihahliinn eahiatanabalicdd aga ee een 1, 442, 825 
Payments to all stockholders 4, 284, 849 

2 Earned and permitted to be paid this year but invested in common carrier facilities 
included in the valuation in accordance with subpar. III (c) (i and ii)-..-._.-.__..___- 5, 569, 089 
13. Amounts transferred to surplus retained pursuant to par. V_.........---- Reaghbiad Ktibdee itn biel None 





SERVICE Pire LINE Co. 


Amended report to the Attorney General of the United State for the calendar 
year 1951 (ciwil action No. 14060) 








Line 
No. 
1. Latest final valuation made by the I. C. C. (Dee. 31, 1950) - inhi dria oan vaiatee im ameaell $160, 709, 500 
2. Add value of additions and betterments to common carrier “proy erty made after date of 
such latest final valuation, valued for the year in which completed-_-.._.........-.-...-- 777, 203 
3. Surn of Gate IAGO, 0.0. <n kx ced cpa eds i is lis Dent ss nbandeccncdl 161, 486, 703 
4. Less appropriate deductions for phy: sical dey reciation and retirements.___---------------- 178, 358 
5. OE TNs ies a, onan ence ecenacieineenaiheaee .. 161, 308, 345 
6. Less value of common carrier facilities acquired through investment of excess earnings- ia 353, 067 
%. Valuation eed at cbrtbiige COG aie isesickiestinns—xcseucntsnileagei<cniotmaemineede 160, 955, 278 
8. 7 percent of that valuation- -. i: dhatapshimagaeal 11, 266, 869 
9. Earnings derived from transportation ‘or other common carrier serv ices: Line 
9, Schedule No. 302, Annual Report Form P........---....-.......-......- $11, 258, 893 
Add or deduct: 
Schedule Line 
No. No. 
302 26 Miscellaneous income charges. ...-.....---- $8, 853 
302 27 Bad debts.. Mh TB. cbdninpsnteditbiidbieteaulea 3, 217 
360 2-4 Debits from retired carrier property. ieee 908 
360 8 Miscellaneous debits. x J s 100 
302 32 Interest on long-term debt- -.-- _ 989, 589 
302 33 Interest on delinquent and deficient tax 
payments. -- ‘ 403 
302 34 Amortization of discount on funded debt__- 7, 504 
— 1,010, 574 
Total earnings available for distribution to stockholders__....................------ 10, 248, 319 
10. Earnings less than 7 percent of valuation carried forward for next succeeding 3 years, as 
proviced. ie cubsiés. TIE.) Ginke 6 tate Rod loach i Leb cloaca dvtive ncsesbede 1, 018, 550 
11. Payments to all stockholders. ck 1, 759, 558 
12. Earned and permitted to be paid this year but invested in common carrier facilities in- 
cluded in the valuation in accordance with subpar. III (ce) (i and ii)..............-.-... 8, 488, 761 


13. Amounts transferred to surplus retained pursuant to par. V eaine sland a cinidgeiliae ate None 
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Service Pree Line Co., 
December 1, 1953. 


The honorable the ATTORNEY GENERAL OF THE UNITED STATEs, 
Washington, D. O. 

Dear Sir: Under the provisions of the final judgment in the case of United 
States of America v. The Atlantic Refining Company, et al., civil action No. 14060, 
District Court of the United States for the District of Columbia, dated December 
23, 1941, and known as the Pipe Line or Elkins Act decree, this company is obliged, 
among other things, to limit payment of dividends to shipper-owner and also to 
report to the Attorney General of the United States, on or before April 15, of each 
year, certain information with respect to the valuation of its properties, as used 
by it in applying its dividend limitation and its retained or frozen surplus, 
if any. 

We have heretofore filed with you a timely report as required by the decree for 
the year 1952. 

The Interstate Commerce Commission recently has fixed a new final valuation 
at December 31, 1951. Such action by the Commission makes it necessary to 
amend the 1952 report now on file to reflect the latest final valuation as found 
by the Commission. 

We have, therefore, prepared and transmit herewith amended report for the 
year 1952. 

Acknowledgment would be appreciated. 

Yours truly, 
J. L. Burke, President. 
SERVICE Pipe LINE Co. 


Amended report to the Attorney General of the United States for the calendar 
year 1952 (civil action No. 14060) 


Line 

No. 
1. Latest final valuation made by the ICC_. . $167, 550, 000 
2. Add value of additions and betterments to common carrier property made after date of such 

latest final valuation, valued for the year in which completed -Sidéisess siietlan bad 3, 625, 718 
3. Sum of above items. -__.....--.- Lnpethinwninienn: See 
4. Less appropriate deductions for phy sical deprec iation and retirements.__.______- caesiah 182, 292 
5. Total valuation - .----- 170,993, 426 
6. Less value of common carrier facilities acquired through investment of excess earnings __. 353, 067 
q. Valuation used as earnings basis...............-----.-- tet cameleon 170, #40, 350 
8. 7 percent of that valuation.-...........- ‘inne - 11,944,825 
9. Earnings derived from transportation and other common carrier services: Line 

45, Schedule No. 302, Annual Report Form P_.....-- ponte Dasaeked * - $11, 357, 982 


Surplus adjustments: 
Add or deduct: 
Schedule Line 


No. No. 
360 1 Credits from retired carrier property _.._-- $459 
360 7 Miscellaneous credits 2 _ 18, 063 
360 12 Debits from retired carrier property -- 4, 228 
360 16 Miscellaneous debits_..........--- ..--.-- 490, 689 
—_——— 476, 395 
Total earnings available for distribution to stockholders____-_-_-_- os eae es ik 10, 881, 587 
10. Earnings less than 7 percent of valuation carried forward for next succeeding 3 years as pro- 
vided in subpar. ITT (d) (line 8 less line 9)__-........----..---.--.-- Fae CE noes . 1, 063, 238 
33. Pay ments to all stockholders _- sida 10, 280, 378 
12, Earned and permitted to be paid this year but withheld; payme ut permitte dat any time 
hereafter in accordance with subpar. III (c) (line 9 less line 11)_........--.-.-.-.--..---- 601, 209 


Mr. Harkins. Judge Hansen, in order to summarize the situation 
that exists with respect to Service Pipe Line reports, would you agree 
that the following statement is correct: First, in the original reports 
filed by Service Pipe Line for the years 1942 to 1949, inclusive, the 
method for computing valuations to be used as a basis for dividends 
did not accord with the Justice Department’s interpretation of the 
procedures that were established in the decree ? 

Mr. Hansen. My opinion or some previous opinion. Again it is 

calling for an opinion on it and I don’t feel we ought to be asked to do 
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so. You have the facts before you and your conclusion I suppose 
could be reached just as easily as mine on what facts you have. 

Mr. Harkins. What liaison arrangements has the Department of 
Justice had with the ICC with respect to this decree over the years? 

Mr. Hansen. I can’t answer for prior to my administration. 

Mr. Kixcorr. I know Mr. Karsted has made use of these form P 
reports filed with ICC, but as to the terminology of liaison I know of 
none. 

Mr. Harkins. It is true, is it not, there has been no liaison with the 
ICC with respect to the enforcement of this decree unless Judge Han- 
sen has established that. 

Mr. Kixeore. I can’t speak prior to 1953 when I took over the judg- 
ment section. 

Mr. Harkins. What has the situation been since 1953? 

Mr. Bricks. We have consulted with the ICC regarding the pro- 
posed proceedings we filed. The purpose of the consultation was 
twofold. First, to make sure that we were accurate, that the figures 
we were using jibed with the figures that had been in their reports 
and second, to get what if any comments they had on the form of 
our proceeding. 

Mr. Harxtns. Has the Department of Justice any information 
about the procedures used by the ICC to establish valuations ? 

Mr. Kizcore. Today? 

Mr. Harxrns. Today. 

Mr. Kixcore. I have none, sir. 

Mr. Hansen. I have none. 

Mr. Harkins. Has the Department of Justice investigated the re- 
lationship of the industry committees of the API that work with the 
ICC in the procedures used by the ICC in establishing its valuations? 

Mr. Hansen. I don’t know what relationships you have reference 
to, but we have not yet a complete FBI report, and I have not made 
a study of it. 

a Harkins. You have not made a study of it. Have you initiated 
a study ? 

ir hae. Obviously that would be covered by investigation 
that is underway and that investigation is made. 

Mr. Harkins. Have you any information as to whether or not the 
practical effect of the relationship with the API that has been de- 
veloped in the ICC results in a situation where the industry is in a 
position to determine the valuations that the ICC ultimately pro- 
mulgates ? 

Mr. Hansen. I am not prepared to answer that. 

Mr. Harxrns. Does your answer mean that you do not know or that 
you are not prepared to answer? 

Mr. Hansen. It means that I want to give more study to it. It is 
a rather broad question. 

Mr. Harkins. In his November 27, 1950, letter to Mr. Burke, Mr. 
Hunt, the general counsel for Service Pipe Line, with respect to the 
five methods of valuation then being considered by Service Pipe Line, 
stated : 


It has never been our position that such interpretations by the Attorney 
General would necessarily mean that the valuations shown in the amended reports 
were correct, since we have recognized the fact that any such interpretation, in 
order to be entirely reliable, must be made by the court. It was and is our 
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position that an interpretation by the Attorney General of any provisions of 
the decree about which there is doubt and uncertainty, if followed, would be a 
defense against the imposition of treble penalties for knowingly violating the 
decree. 


Would you agree that the interpretations of the provisions of the 
decree made by the Attorney General would be a defense against treble 
penalties for knowingly violating the decree? 

Mr. Hansen. I wouldn’t agree to that, no. 

Mr. Harkins. In his memorandum, Mr. Hunt also stated: 

Neither plan I, II, nor II-A conforms to what I deem to be a proper inter- 
pretation of the decree, nor can they be supported as reflecting sound accounting 
practices, but a strict interpretation of the Bergson letter supports plan I. By 
reason of the fact, the ambiguity inherent in the decree, and the general uncer- 


tainty and confusion existing among the defendants, with respect to its meaning, 
there is some justification, from a policy standpoint, for adopting the plan most 


beneficial to the company on the ground of the improbability that the court will 


ever require more than a restatement of accounts, regardless of which plan is 
followed. 

My question is this. When a company subject to a decree delib- 
erately chooses to follow a procedure for establishing valuation which 
it considers to be improper under the decree, would its action consti- 
tute a “knowing” violation of the decree as that term is used in section 
VI? 

Mr. Hansen. I don’t think I should express a legal opinion on the 
facts which you have there without giving it thorough consideration. 

Tam certainly going to give it consideration. I assume it will be 
helpful to us in knowing such a defense might be raised. 

Mr. Harkins. With respect to this problem alone, that is the inter- 
pretation of the word “knowingly” as used in section 6 of the judg- 
ment, would you supplement the recor rd with an answer for the com- 
mittee’s use, sir ? 

Mr. Hansen. Before we go to trial in these cases ? 

Mr. Harkins. I withdraw that request. 

On January 22, 1954, and February 15, 1954, the Department of Jus- 
tice addressed letters to Service Pipe Line that challenged their pro- 
rating the value of additions and betterments in the calendar year 
covered by the report: did it not ? 

Mr. Hansen. Is that true? 

Mr. Bicxs. Yes. 

Mr. Hansen. Yes. 

Mr. Harkins. Would there be any objection from the Department 
of Justice tomaking public these letters ? 

Mr. Hansen. The specific letters taken alone, I don’t know that they 
would be damaging to us but I prefer not to have any of them in the 
record as a matter of fact. 

Mr. Harkins. Mr. Chairman, I offer these letters. 

The CHATRMAN. They are accepted. 

(The letters referred to are as follows :) 


DEPARTMENT OF JUSTICE, 
Washington, D. C., January 22, 1954. 


J. L. Burke, Esq., 
President, Service Pipe Line Co., 
Tulsa, Okla. 
DEAR Mr. BuRKE: We have your letter of December 1, 1953, forwarding to the 
Department the amended report of your company for the calendar year 1952, 
to be substituted for the original report for that year which you filed last April. 
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We note that the occasion for the amended report is the recent decision of the 
Interstate Commerce Commission as to the final valuation of the pipeline as of 
December 31, 1951. We note that to the valuation as found by the Interstate 
Commerce Commission you have added $3,625,718, representing value of addi- 
tions and betterments, and deducted $182,292, representing physical depre- 
ciation and retirements, in computing valuation in accordance with paragraph 
III (a) as interpreted by the letter of Assistant Attorney General Herbert A. 
Bergson dated September 14, 1950. Since the latest final valuation of the ICC 
was made “as of the close of the next preceding year,” we raise the question as 
to whether the value of additions and betterments (and deduction of depreciation 
and retirements) which were made during the year 1952 properly enter into 
computation of valuation as provided for by the judgment. 

The above observation is prompted by the fact that the judgment contemplates 
the use of a final valuation computed as of the close of the next preceding year 
rather than a valuation as of any date during or at the close of the current 
year being reported on. It would be appreciated if you would advise us as to the 
dates on which the additions and betterments included in item No. 2 of your 
report were put into service, the date of the retirements included in item No. 4, 
and whether the deductions for physical depreciation in item 4 represents deduc- 
tions on the property which has been included in additions and betterments in 
item 2. 

We also note in item No. 6 that your company properly deducts the value of 
common-carrier facilities acquired through the investment of excess earnings. 
Please advise as to whether the item of $353,067 reported in item 6 represents 
investment of excess earnings in carrier property as of December 31, 1951, or 
the total of all such investments made with excess earnings between the date of 
the entry of the judgment and December 31, 1951. Under the same reasoning as 
explained above, investment of excess earnings in carrier property in 1952 are 
not to be deducted from valuation as of December 31, 1951. 

Sincerely yours, 
STANLEY N. BARNES, 
Assistant Attorney General. 


DEPARTMENT OF JUSTICE, 
Washington, D. C., February 15, 1954. 
J. L. Burke, Esq., 
President, Service Pipe Line Co., Tulsa, Okla. 


DeAR Mr. BuRKE: We have your letter of February 10, 1954, transmitting 
amended reports for your company for the calendar years 1949, 1950, and 1951, 
pursuant to paragraph VIII of the final judgment entered in the case of United 
States v. The Atlantic Refining Company, et al., civil action No. 14060. We 
also have your letter of April 14, 1953 explaining the necessity for filing these 
amended reports. 

With respect to the amended report for the calendar year 1951, we believe 
that you should refer to our letter of January 22, 1954, raising the question 
as to adding to value the additions and betterments installed after the close 
of the preceding year. In the same letter we inquired as to the deduction of 
the value of common-carrier facilities acquired through investment of excess 
earnings. Your amended report for the calendar year 1950 indicates that such 
excess earnings were used in that calendar year. This prompts us to inquire 


as to whether this is the only item of excess earnings used for additions and 
betterments. 


Sincerely yours, 
STANLEY N. BARNES, 
Assistant Attorney General. 


Aprit 6, 1954. 
Hon. STANLEY H. BARNES, 


Assistant Attorney General, 
Department of Justice, Washington, D. C. 

Dear Mr. Barnes: Please refer to your letters of January 22, 1954, and 
February 15, 1954, in which you raise certain questions concerning the amended 
reports filed by Service Pipe Line Co. for the calendar years 1951 and 1952, 
pursuant to the provisions of paragraph VIII of the final judgment entered in 


the case of United States v. Atlantic Refining Company, et al, civil action No. 
14060. 
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In your letter of January 22 you raise the question as to whether the value 
of additions and betterments (and deduction of depreciation and retirements) 
which were made during the year 1952 properly enter into computation of valua- 
tion as provided for by the judgment. You also ask that we advise you as to 
the dates on which the additions and betterments included in item No. 2 of the 
report were put into service, the dates of the retirements included in item No. 
4, and whether the deductions for physical depreciation in item 4 represent de- 
a on the property which has been included in additions and betterments 
n item 2. 

The attached statement No. 1 shows the various projects making up the 
additions and betterments included in item No. 2, the dates upon which each 
was put into service, and the valuation applicable to each. Also shown on this 
schedule is the date of the retirement included in item No. 4. 

Bach of these additions, as shown by the attached map, consisted of laying 
a short section of pipe on our preexisting trunk system to overcome a capacity 
bottleneck which was blocking off a much longer haul movement. The following 
explanation of each project may be helpful in illustrating the situation de- 
seribed : 

Project I (in service 11 months), laying 29.6 miles of 20-inch pipe in 2 
separate loops between Freeman and La Plata permitted movement of 15,400 
barrels per day additional Wyoming or West Texas-New Mexico crude to destina- 
tion in the St. Louis or Chicago area. Less than 30 miles of pipe made possible 
additional movements of 900 to 1,400 miles. 

Project II (in service 11 months) consisted of 18.5 miles of 16-inch between 
our Freeman station and a refinery at Sugar Creek, Mo., and provided 26,800 
barrels per day of additional capacity for movements from Wyoming or West 
Texas-New Mexico, a total haul of from 600 to 1,100 miles. 

Project III (in service 8 months) consisted of 28.6 miles of 20-inch in 2 sepa- 
rate loops between our Drumright and Humboldt stations. It added 38,000 
barrels per day capacity for long-haul movement to Neodesha, or the Kansas 
City, St. Louis, or Chicago areas. These long hauls represent movements 
ranging from 500 to 1,100 miles. 

The cumulative effect of laying 76.7 miles of pipe covered by these projects 
was to provide space for 35,000 barels per day of additional traffic for distances 
ranging from 500 to 1,400 miles. 

Project IV (in service 4 months) provided an additional capacity of 45,000 
barrels per day for New Mexico crude to any destination on our system by the 
construction of 26 miles of 10-inch line. Movements from this area usually 
are for distances ranging from 500 to 1,100 miles. 

The increased long-haul traffic made possible by these additions contributed 
materially to earnings for the year 1952. You will note that projects I and II, 
representing 62 percent of the total valuation shown in item 2 of the amended 
report, were placed in service on February 1, 1952. Project III, representing 
another 34 percent, went into service April 25. Revenues produced by and 
expenses attributable to these additional facilities cannot be accurately segre- 
gated from the revenues and expenses of the pipeline system as a whole. It 
is, therefore, necessary that the valuation of these new properties be taken 
into account in order that the total property against which earnings are meas- 
ured will include all property producing revenue during the year. 

The $3,625,718 is the value of additions and betterments, “computed by the 
carrier as of the close of the next preceding year,’ of properties completed and 
placed in service during 1952. The total value of each project is reduced ratably 
to that portion of the year in which each contributed to total revenue. In other 
words, the $3,625,718 reported as the value of additions and betterments is 
the pro rata, based on time in service, of a total value of $4,681,115 for the 
properties. 

Similarly, the $182,292 deducted for retirements is the pro rata value of prop- 
erties which were included in the latest final valuation at $198,857 which, be- 
cause of retirement during 1952, ceased to contribute to total revenue. Item 4 
of our report refers to the deduction of appropriate amounts for physical de- 
preciation, as well as retirements, following the language of the judgment. 
Under ICC valuation procedure no depreciation is charged against a new prop- 
erty during the year it is installed; thus, no depreciation is included for the 
additions and betterments reported in item No. 2. Therefore, the amount of 
$182,292 shown in item No. 4 is made up entirely of retirements. 

Our original 1952 report included these same figures of $3,625,718 for addi- 
tions and betterments in item No. 2 and $182,292 for retirements in item No. 4. 


oo 
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In answer to the questions raised in the last paragraph of your letter of 
January 22, the $353,067 reported in item No. 6 represents the total value of all 
investments in carrier property made with excess earnings between the date of 
the entry of the judgment and December 31, 1951. This investment was deducted 
from valuation in the reports for 1950 and subsequent years, and specifically an- 
swering your letter of February 15, this is the only such item. 

Your letter of February 15 requested information as to the value of additions 
and betterments and retirements made during the year 1951 as shown on our 
amended report for the calendar year 1951. This information is attached as 
statement No. 2 and illustrated by the second map. 

I trust that the information furnished herein satisfactorily answers the 
questions raised in your letters. 

Yours truly, 
J. L. BURKE. 
SERVICE PIPE LINE Co. 


STATEMENT No. 1.—Additions, betterments, and retirements as reported to the 
Attorney General for year 1952 


Valuation 
Date placed 
Project Description, additions, and betterments | inservice Pro rata 


Total Percent | Amount 





I | Construct 29.6 miles of 20-inch pipeline loops 
between Freeman and La Plata, Mo., to | 
provide approximately 15,400 barrels per 
day of additional capacity into the St. Louis 
and Chicago areas. Feb. 1, 1952 | $1, 364, 039 91. 67 |$1, 250, 415 

II | Construct 18.5 miles of 16-inch pipeline * be- 
tween Freeman and Sugar Creek (Kansas 
City area) Mo., to provide approximately 
26,800 barrels per day of additional capacity. 
This line replaces 8- and 10-inch pipelines re- 
tired in project V below. --_-- ease do......--| 1,078, 403 91. 67 988, 572 
III | Construct 28.6 miles of 20-inch pipeline loops 
between Drumright, Okla., and Humbolc t, 
Kans., to provide approximately 38,000 bar- 
rels per day of additional capacity for move- 
ment of oil to Neodesha, Sugar Creek, St. 
Louis, and Chicago area refineries- -- _- Apr. 25, 1952 1, 816, 496 68.26 | 1, 239, 940 
IV | Construct 26 miles of 10-inch pipeline from 
Saunders to Denton fields in New Mexico to 
provide an additional capacity for 45,000 bar- 
rels of oil daily from new productive areas in 


























Lee County, N. Mex..----- sath waeuad Aug. 26, 1952 422, 177 34.77 | 146,791 
Total additions and betterments.._. S iclentuncetaeckoe 4,681,115 | 77.45 | 3,625,718 
V | Retirements, 8- and 10-inch pipelines between 
Freeman and Kansas City, Mo. These | 
lines were replaced by the 16-inch pee | 
shown in project IT, above_----- wabeid Feb. 1, 1952 198, 857 91. 67 182, 292 
STATEMENT No. 2 2.— Additions, Sasternnente, 4 and vatbrineade as reported to the 
Attorney General iad oor 1951 
. sel liana emia ——_—— mi : ren 
| } Valuation 
| onal alte 
| Date placed 
Project | Description, additions, and betterments | inservice | Pro rata 


Total 





| Percent | Amount 

a = = ~ —— en ee 
I | Item No, 2—Additions and betterments: Lay | | | 

123 miles of 10-inch pipe with a capacity of | 

25,000 barrels per day from new producing 

fields in Haskell and Stonewall Counties, | 

Tex., to a junction with the main line at | | 

Bow ie, Tex., and build gathering systems of 

77 miles of 3-, 4-, 6-, and 8- and 10-inch pipe | 

in these fields__. s Oct. 1,1951 | $3, 108,812 | 25 | $777,203 
II | Item No, 4- Retirements. Take up 8. 5 miles of | 

6-inch and 77 miles of 10-inch pipe in the | 
States of Illinois, Missouri, and Texas. This | 
pipe was used in the construction of the proj- 
ORG TONGPINE TA TUE ING, Be oo enirccsccancnscuhnckst a 


| 
| | 


713, 432 | 25 | 178, 358 
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Mr. Harxrns. This practice, involving prorating, you have chal- 
lenged in your October 11, 1957, case against Service Pipe Line, is that 
not so? 

Mr. Hansen. That is one of the issues. 

Mr. Harkins. In a letter dated August 27, 1951, Assistant Attorney 
General Morrison made the following request to Service Pipe Line 


Co.: 


Explain your failure to deduct the principal of loans and borrowed capital 
from the valuation base before the 7-percent permissible dividend was calculated. 
This error appears to have been general on your original, first amended, and 
second amended reports. 


And on December 10, 1951, Service Pipe Line Co. replied as follows: 


Question (d) on page 2 of your letter asks that we explain our failure to 
deduct the principal of loans and borrowed capital from the valuation base before 
the 7-percent permissible dividend was calculated. The method of determining 
the valuation upon which earnings may be computed is set out in paragraph III 
(a) of the decree, and there is no provision requiring the deduction of loans 
or borrowed capital in arriving at such valuation, For this reason no such 
deductions have been made in any of our reports. 


It is true, is it not, that Service in all of its reports as amended has 
not corrected the valuation used as a basis of earnings to remove the 
value of facilities that have been constructed through the use of bor- 
rowed capital from outside sources? 

Mr. Hansen. That is the issue in one of the cases filed. We make 
that contention. 

Mr. Harkins. That is the issue in the Arapahoe case. 

Mr. Hansen. That is correct. 

Mr. Harkins. I am asking about Service Pipe Line—— 

Mr. Kircore. Mr. Harkins, I request that you appreciate that we 
have other matters under consideration and under study. Judge 
Hansen has instructed and authorized the judgment section to go 
forward taking steps to enforce this judgment. This is a matter that 
is presently before the court and we will get a decision on. 

{r. Harxrns. And this is a theory that is being tested. The prob- 
lem involved here is the shipper-owner share. 

Mr. Hansen. That is correct. 

Mr. Harxrns. And this is in the Arapahoe—— 

Mr. Hansen. That is correct, and the contention we are making is 
in line with the suggestion you are making there. 

(The letters referred to are as follows:) 

UniIteD STATES DEPARTMENT OF JUSTICE, 
Washington, D. C., August 27, 1951. 
J. L. Burke, Esq., 


President, Service Pipe Line Oo., 
Post Office Bow 1979, Tulsa, Okla. 


Dear Mr. BurKe: We are in receipt of your letter dated March 8, 1951, for- 
warding second amended reports for your company for the years 1942 through 
1949, inclusive, to be substituted for reports which you have previously filed 
pursuant to the terms of paragraph VIII of the final judgment entered in the 
ease of United States v. The Atlantic Refining Company, et al., Civil Action No. 
14060. We have also received your further letter of April 10, 1951, forwarding the 
report of Service Pipe Line Co. for the year 1950. 

We have examined all reports submitted by your company to date, and we 
note that there are discrepancies with respect to the amount claimed as de- 
preciation therein between the original reports, the first amended reports, and 
the second amended reports. In the seconded amended reports for the years 
1942 through 1947, inclusive, you list under depreciation a figure considerably 
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less than that shown under the same item on your original and first amended 
reports for those years. For example, the original report for the calendar year 
1945 claimed a depreciation of $51,804,193, your first amended report for that 
year gives a depreciation figure of $50,166,111, whereas your second amended 
report for the same year shows $25,795,566 as the sum deducted for depreciation 
and retirements. We therefore request that you submit an explanation of 
this and other discrepancies of a similar nature which appear on all of your 
reports for the years mentioned. 

Paragraph III (a) of the final judgment entered in the above-entitled cause on 
December 23, 1941, requires, among other things, that the valuation of a common 
carrier’s property shall be “computed by the carrier as of the close of the next 
preceding year.” It does not appear that your company has followed the explicit 
language of this paragraph in computing its valuation from year to year. AS an 
example of this apparent error, your second amended report for the year 1948 
adds to the latest final valuation of the Interstate Commerce Commission (deter- 
mined as of December 31 ,1947) the sum of additions and betterments (a figure 
you show as $10,879,022) to common-carrier property made after the date of 
such final valuation and deducts therefrom the amount of $2,360,993 for physical 
depreciation and retirements. In addition, your first amended report for the 
year 1948 does not claim any depreciation. The Interstate Commerce Commis- 
sion fixed a new final valuation for Stanolind Pipe Line Co. (now known as Serv- 
ice Pipe Line Co.) as of December 31, 1947, in the amount of $128,025,000 (Com- 
mission’s Docket No. 1302), which figure represents the total valuation of your 
company, for judgment purposes, for the calendar year 1948, inasmuch as the 
valuation for that year must be based upon a computation made “as of the close 
of the next preceding year,” or December 31, 1947. 

We request that you give us an explanation of your reasons for having in- 
eluded in your report for the calendar year 1948 the value of additions and 
betterments to carrier property made subsequent to December 31, 1947, and de- 
ductions for depreciation and retirements during 1948, none of which items 
should be included in a valuation based upon the close of the calendar year 1947. 
Also please advise whether all of your reports filed pursuant to the judgment have 
been based upon this erroneous concept of computing valuation. 

Further, we have observed that your original, first amended, and second 
amended reports for the years 1942 through 1949, inclusive, and the report for 
1950, include the payment of interest on loans and borrowed capital. Since pay- 
ments by the carrier to the shipper-owner in excess of its share of 7 percent of the 
valuation of the carrier’s property are forbidden, we request that you furnish 
us with the following information relating to these interest payments: 

(a) Were the payments made to a shipper-owner, or a subsidiary or affiliate 
of such shipper-owner ? 

(bv) If made to a shipper-owner, describe the amount and character of any 
debt owed to such shipper-owner, giving the date incurred, the purpose for which 
incurred, and the rate of interest paid. 

(c) If not made to a shipper-owner, to whom were they made, and for what 
purpose were the loans incurred? 

(@) Explain your failure to deduct the principal of loans and borrowed 
capital from the valuation base before the 7 percent permissible dividend was 
calculated. This error appears to have been general on your original, first 
amended, and second amended reports. 

All of the above information is needed by the Department to properly audit 
the reports filed by your company for the years 1942 through 1950, inclusive, 
pursuant to the provisions of paragraph VIII of the final judgment. 

Sincerely yours, 
H. G. Mortson, 
Assistant Attorney General. 


DECEMBER 10, 1951. 
Hon. H. C. Morison, 


Assistant Attorney General, Department of Justice, 
Washington, D. C. 

DEAR Mr. Morison: Please refer to your letter of August 27, 1951, in which 
you request certain information for use in connection with your audit of reports 
filed by this company for the years 1942 through 1950, pursuant to the provisions 
of paragraph VIII of the final judgment entered in the case of United States v. 
The Atlantic Refining Company et al., civil action No. 14060. 
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You state that your examination of our original, first amended, and second 
amended reports discloses certain discrepancies with respect to the amount 
claimed as depreciation, and request an explanation. The original and first 
amended reports are based on an annual revaluation of the entire property using 
valuation methods of the Interstate Commerce Commission, and show the 
physical depreciation as reflected by accumulated service life on all property in 
service at the end of each year. As the original reports were computed on annual 
prices, the valuation figures are slightly greater than those used in the first 
amended report which were based on period prices. Service lives and age of 
property are the same in both instances, but a slightly greater amount of depre- 
ciation is accrued on the higher valuations in the original reports. 

The second amended reports are prepared in accordance with Assistant Attor- 
ney General Bergson’s letter of interpretation addressed to me under date of 
September 14, 1950 (S. T. 59-8-213), which states: “* * * the final valuation 
made by the Interstate Commerce Commission remains constant for decree pur- 
poses until the Commission makes a new final valuation.” Instead of revaluing 
the entire property annually in accordance with the Interstate Commerce Com- 
mission method as was done in the original and first amended reports, the sec- 
ond amended reports show the latest final valuation found by the Commission as 
a constant figure. The value of additions and betterments made subsequent to 
such latest final valuation is added and depreciation on such additions and bet- 
terments and retirements from all properties are deducted from this sum. This 
method has been used in all of the second amended reports. 

In the third and fourth paragraphs of your letter you question the additions 
and deductions to the Commission’s latest final valuation shown in our second 
amended report for the year 1948. The sum of additions and betterments of 
$10,879,022 and the deduction for retirements of $2,360,993 is a valuation com- 
puted as of the close of the next preceding year of properties completed and 
placed in service, and retired, respectively, during 1948. A large volume of traffic 
moved through the newly constructed facilities during most of 1948 and contrib- 
uted substantially to earnings that year. It is impossible to accurately isolate 
revenues produced by, and expenses attributable to, these additional facilities. 
Therefore, valuation of such new properties has to be taken into account in 
order that the total property against which earnings are measured will be that 
property producing revenue during the year. The $10,879,022 for additions and 
betterments is the valuation of properties completed and placed in service in 
1948, reduced ratably to that portion of the year in which each contributed to 
total revenues. Likewise, the retirement total of $2,360,993 is the pro rata val- 
uation of properties included in the latest final valuation which, because of 
retirement, ceased to contribute to total revenues. 

All of our reports have used the pro rata method in computing valuations. 
This was explained in Part I—Statement, beginning on page 10, under the 
heading “Pro Rata Valuation of Major Changes,” which was filed with your 
office, along with other material, at the time our first amended reports were 
filed on August 21, 1950. 

The information called for by questions (a), (b), and (c) on page 2 of your 
letter of August 27 is as follows: 

(a) Some payments were made to shipper-owner or a subsidiary or affiliate of 
the shipper-owner as shown in (0) below. 

(b) Debt owed to shipper-owner was outstanding at the time of the entry of 
the decree and was incurred for the purpose of acquiring common carrier prop- 
erties. The rate of interest was 1.5 percent annually on the following notes: 


Sree a ee ee sw cmmammanecrn $483, 619. 14 
EE 5 RT 5 ae a ea 58, 569. 67 
ie ihe eg ile Fh 5 ae ae ee 28, 188. 09 


Ne alec alo ah de incaticee nicliai Ren 570, 376. 90 
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(c) Interest payments not made to shipper-owner were made to the First 
National Bank of Chicago, the Guaranty Trust Company of New York, the Chase 
National Bank of the City of New York, the National City Bank of New York, 
Chemical Bank & Trust Co., and the New York Trust Co. These loans were 
incurred for construction and working capital purposes. 

Question (d) on page 2 of your letter asks that we explain our failure to 
deduct the principal of loans and borrowed capital from the valuation base 
before the 7-percent permissible dividend was calculated. The method of de- 
termining the valuation upon which earnings may be computed is set out in 
paragraph III (a) of the decree, and there is no provision requiring the deduc- 
tion of loans or borrowed capital in arriving at such valuation. For this reason, 
no such deductions have been made in any of our reports. 

I trust that the information furnished herein satisfactorily answers the ques- 
tions raised in your letter. 

Very truly yours, 
J. L. Burke. 

Mr. Harkins. Would you explain to the committee the theory upon 
which the case of the Arapahoe Pipeline Co. is based? 

Mr. Hansen. I spent a half hour or so going over that in my state- 
ment yesterday. 

Mr. Harkins. And you will stand on that record ? 

Mr. Hansen. Yes. 

Mr. Harkins. Would you explain to the committee how the shipper- 
owners’ share is computed under the Department of Justice’s mter- 
pretation of the decree ? 

Mr. Hansen. Obviously that is getting right into the issue of cases 
we have got an investigation on and I don’t want to try the case 
here. 

Mr. Harxtns. Isn’t it contained, Mr. Hansen, in your motion? 

Mr. Hansen. Our complaint sets forth our contention straight 
through and our prayer is there. I don’t feel I should have to go into 
the evidence to support or make contentions on it. 

Mr. Harkins. [ am merely asking at this time for an explanation 
on the method used by the Department of Justice to compute the 
shipper-owners’ share / 

Mr. Hansen. I covered all of those four cases in my statement and 
I think that ought to be sufficient. 

Mr. Harkins. In its investigation the subcommittee has requested 
consolidated accounts from certain pipeline companies, namely, Texas, 
Great Lakes, Tidal, Service, Interstate, Gulf, and Sun. At this point, 
Mr. Chairman, I would like to insert in the record these consolidated 
statements submitted to the subcommittee by those companies. 

The Cuarrman. Accepted. 

(The documents referred to follow :) 
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Mr. Harrys. At the request of the committee, the Library of 
Congress has prepared tables on the basis of those charts that just 
went into the record for the years 1950 to 1956. These tables com- 
pare actual dividend payments with the dividend that would be avail- 
able if the shipper-owner share theory were applied. 

I would like to hand you these tables. On these tables, Judge Han- 
sen, plan A, which is contained in columns 10, 11, and 12 compute 
the shipper-owner share as a proportion of the total investment in 
the pipeline from all sources. 

Now it is my understanding that that is the method of computation 
that is set forth in your pleadings in the Arapahoe case. 

Plan B shown in columns 13, 14, and 15 compute the shipper-owner 
share by simply deducting from the final values established by ICC 
the amount of debt owed to outside parties. 

It is correct, is it not, Judge Hansen, that the Department of Jus- 
tice in the Arapahoe case has used the plan A method ? 

Mr. Hansen. That is correct. 

Mr. Harkins. For computing the shipper-owner share. The meth- 
ods used in plan A show that 7 percent of the shipper-owners’ share 
for the Interstate Oil Pipeline Co. would have been $1,456,716 in 
1956. The dividends actually paid by Interstate Oil Pipeline Co. 
in 1956 amounted to $4,040,200. If this plan is correct, is it not true 
that in 1956 the dividends actually paid were almost 3 times as much 
as what should have been paid. 

Mr. Hansen. You are speaking of the mathematics. Do you want 
me to argue the case? 

Mr. Harxrns. I don’t want you to argue the case. 

Mr. Hansen. We agree plan A is what we have in there. 

Mr. Harxtns. Those charts you have before you I believe show that 
in 1956 the dividends actually paid were almost 3 times as much as 
should have been paid if the plan A computation is correct and if 
the position is sustained in court. 

Under plan B, the 7 percent of the shipper-owner share amounted 
to $1,517,653. When this is compared with the dividends actually 
paid, it is true, is it not, that the dividends actually paid were 266.2 
percent of the dividends which should have been paid, if the shipper- 
owner share theory is correct as to Interstate Pipeline? 

Mr. Hansen. I haven’t mathematically figured it. I don’t disagree 
with it. 

Mr. Harxrns. In the case of the Texas Co. in 1956, plan A gives 
the company $2,850,218 as 7 percent of its share of the valuation. The 
dividends actually paid by the Texas Co. in 1956 amounted to $18 
million. Accordingly, is it not true that if this method of computin 
shipper-owner share were correct, in 1956, Texas Pipe Line aeuld 
have paid more than six times that it was eligible to pay ? 

Mr. Hansen. I haven’t figured it and I am not eating the accuracy 
of them. 

_ Mr. Hargrs. Mr. Chairman, at this point I would offer in the 
record the three tables that Judge Hansen has been looking at. 

(The tables referred to are as follows: ) 
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The Cuatrman. To expedite the hearings, I don’t want to hold you 
beyond today, Judge. There were a couple of questions that were to 
be asked on the general procedure, not with reference to specific cases 
but general procedure concerning consent decrees obtained in your 
office. 

I wonder whether or not this would be agreeable. We can submit 
those questions to you and at your leisure you could answer them in 
writing and we would put them in the record that way. 

Mr. Hansen. I'd be pleased to. 

(The information referred to appears at p. 423.) 

The Cuareman. It would save the committee lots of time. 

Mr. Hansen. I’d be pleased to. 

Counsel, I found one document you handed me is still over here 
and you didn’t question me about it, not that I care to be, but I don’t 
want it to get mislaid. 

Mr. Harxrins. That document is the response to Attorney General 
Clark’s letter and I assume in supplementing the record you are 
going to refer to that response. 

Mr. Hansen. Do you want it back or is this for us to have ? 

Mr. Harkins. I would like to have the document back. Mr. Chair- 
man, at this time I would like to offer for the record a series of docu- 
ments that have been referred to by counsel in the hearing this after- 
noon. 

The Cuarrman. Accepted. 


STANOLIND Pree LINE Co., 
Tulsa, Okla., March 27, 1947. 
Mr. B. C. CLarpy, 
Building. 


Dear Sir: There is attached a proposed report to the Attorney General for the 
year 1946. The valuation has been increased 39.6 percent for 1945 annual prices 
and includes a pro rata of 3 major projects completed during 1946. The trans- 
portation income provides income taxes on a consolidated return basis and is 
reduced by interest expense. Net interest and dividend income is not reported 
although a footnote shows that $47,257.13 income on excess earnings funds has 
been retained. 

A proposed form of board resolution is included for the approval of entries 
and funds. Our general funds are adequate to make these transfers of cash. 
The undeclared dividend account will have $1,008,129.05 cash after these entries 
are made as of January 1, 1947. The kind of securities for investment of these 
funds will depend on our dividend policy. I favor long-term Treasury bonds for 
this purpose rather than certificates of indebtedness or early-maturing bonds 
or notes. 

During 1947, we should protect a favorable condition that first occurred in 
1944. Our annual reports to the Attorney General show a note indicating the 
amount not earned which may be paid within any one or more of the next suc- 
ceeding 3 years. The following amounts have been reported: 


cirri cesarean ess cients oben doeagntieniocenmasiglitame ii theo ob taeda $487, 245 


el ell see ek 526, 677 
NIN CPI acct in co nrc ens bes acs ele acaslde i crates bes eeanan caeulig ais abeaics dal oo wake 97, 980 
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We have shown these amounts on the report since they seem applicable to para- 
graph III (d) of the consent decree. We understand that the 1944 item of 
$487,245 can either be paid as a cash dividend or be used as a credit under para- 
graph V of the decree in the event that 1947 earnings exceed 7 percent of the 
valuation. Our 1947 forecast shows the following: 


* pateent of valuation... emsenreecetemmnestnwaiiabies $6, 901, 791 
Sear ne CR nn ne oe ren cicsncninnihtianceiiaedell 6, 731, 222 
Datimetes net Ga oer mare arene tpt deaentineh sak elenemeent 170, 569 


In the foregoing figures our valuation includes a pro rata of properties to be 
constructed during 1947 and present indications are that construction will be 
delayed and, therefore, the valuation will be reduced. We do not have 1946 price 
trends but estimate 141.5 percent which is subject to agreement with ICC. 

The indications so far are that the 1947 earnings figure will equal and may ex- 
ceed the estimate so that we may actually incur excess earnings for 1947 before 
credits to be allowed for prior years. However, 1947 actual valuation and earn- 
ings involve considerable uncertainty and if we do not pay the 1944 item as a 
dividend before the close of 1947 and do not incur excess earnings when the 1947 
accounts are closed in the first quarter of 1948, it is my understanding 
that we will have lost the benefit of the 1944 item. Since there is a slightly 
greater amount in 1945 available for such a contingency, I recommend that we 
consider payment of the $487,245 as a dividend in 1947. 

We do not have cash available for this dividend but it can be borrowed and 
the dividend for accounting purposes, will be chargeable against the $1,081,298 
surplus earned prior to January 1, 1942, as shown on our books. I believe bor- 
rowing is warranted to avoid losing such a substantial credit for consent decree 
purposes. 

Yours very truly, 


J. L. SHOEMAKER, 


STANOLIND Pree LINE Co. 
CONSENT DECREE 
PROPOSED REPORT TO THE ATTORNEY GENERAL 
YEAR 1946 
(March 26, 1947, Tulsa, Okla.) 


ExHIsirT 1 
Aprit 11, 1947. 
The honorable the ATTORNEY GENERAL OF THE UNITED STATES, 
Washington, D. C. 

Dear Stir: Under the provisions of the final judgment in the case of United 
States of America v. The Atlantic Refining Company et al., Civil Action No. 
14060, District Court of the United States for the District of Columbia, dated 
December 23, 1941, and known as the Pipe Line or Elkins Act Decree, this com- 
pany is obliged among other things to limit payment of dividends to shipper- 
owners and also to report to the Attorney General of the United States, on or 
before April 15 of each year certain information with respect te the valuation of 
its properties as used by it in applying its dividend limitation and its retained 
or frozen surplus, if any. 

Therefore, we submit herewith a statement consisting of two pages containing 
the information which Stanolind Pipe Line Co. is obliged to file with you in 
compliance with said judgment. 

Acknowledgment would be appreciated. 

Yours very truly, 
STANOLIND PIPE LINE Co., 
By 








98505—57—pt. 1, vol. 1 24 
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PROPOSED REPORT—STANOLIND PiPH LINE Co. 


Report to the Attorney General of the United States for the calendar year 1946 
(civil action No. 14060) 


1. bts s valuation of aay owned and used for common-carrier purposes as of Jan. 1, 
. $85, 584, 188, 00 
5, 990, 893. 00 


3. Net earnings derived from transportation and other common-carrier services (line 9 sched- 








Tn oo pean Gana esaaheanEbiemetesae 5, 947, 570. 42 
Deduct: 
Schedule Line 
No. No. 
345 7 Interest income on refund of Federal taxes_...........--- .. $1,051.72 
302 25 Miscellaneous income, charges. -............-.----.-.------ 5, 518. 34 
302 26 Bad debts____- i crak ilaetaiatenteniasain tare dicate titans tasbaninabitieinas 763. 84 
302 31 Interest on unfunded debt.....-.--...-------------------- 49, 655. 44 
360 3 Miscellaneous credits___.__.__- ja Mi ibn iit ie 533. 53 
300 7 Credits from retired carrier ‘Property. a 263. 42 
300 8 Miscellaneous debits. _ Bieedeucdouapanenc nant 568. 25 
54, 657. 20 
5, 892, 913. 22 
4. Excess earnings to be transferred to surplus (line 3 less line 2)—see note___.........-..--- None 
5. Excess earnings used under par. V: 
(a) Extending, existing, constructing, or acquiring new common-carrier facilities None 
(6) Maintaining normal and reasonable working capital during the current calendar 
year a as . rr None 
(c) Retiring debt outstanding Jan. 1, 1942, which was incurred for the purpose of con- 
structing or acquiring common-carrier property. ...........-..--------- eee None 
Total item 5 acl Dit Shs i bide bbinnieaeainad None 
6. Excess earnings retained (line 4 less line 5)—see note ‘ siete ag ean taglines samy None 


4, 887, 660. 00 


7. Dividends actually paid—see note 
7-A. Amount permitted to be paid during 1946 invested in common-carrier facilities to be 
included in the valuation___......-..__- 





8. Dividends allowable in subsequent year (line 3 less line 7)................-..----- tetetuete 


NoOTE.—Item 4 and 6 show no earnings in excess of 7 percent but, on the contrary, the difference between 
items 2 and 3 shows the amount of $97,979.78, not earned which may be paid within any 1 or more of the 
next succeeding 3 years, in addition to payments permitted to be paid in each such subsequent year. Net 
income for the year 1946 in the amount of $47,257.13 on investment of retained excess-earnings funds has been 
transferred to ‘“‘Appropriated earned surplus.’’ In addition to the dividends shown for item 7, which 
represent payments on year 1946 earnings, there was an additional $4,887,660 paid on year 1945 earnings, 


Adjusted valuation of property owned and used for common-carrier purposes as 
of Jan. 1, 1946 


Original cost, all property.............-- . ajlie Eedialiiuiiaen Gad cate Betas ills whic tel Se a lai $121, 194, 564 
Deduct: 
ies S aecaacladdieabiaaieinsadietcn ine catalan $365, 422 
PERRI WEA, GUE TIEIPONIIS TADS 52 oon dnc ca tec nnnndaccesscctucssseaecene 2, 156, 766 
——_—__—— 2, 522, 188 


Original cost less land and rights-of-way __..__.........--...-.-.-.--.----- Uae etee “118, 672, 37 6 


Reproduction cost new at 1934 period prices_. $105, 627, 535 


Add 39.6 percent as trend for 1945 annual prices.......................-........ 41, 828, 504 
ee --- 147, 456, 039 
Total original cost and reproduction cost new__........-....-..----.--------------- 266, 128, 415 
Average of original cost and reproduction cost new_.......................-------.---.-.---- 133, 064, “208 
Deduct depreciation: 
Percent of depreciation: 
III $105, 627, 535 
Reproduction cost new less depreci: ation to Dec. 31, 1945.........._.... 62, 046, 671 
Accumulated service-life depreciation - apelin 43, 580, 864 
Percent of depreciation (43,580,864 divided by $105, 627, 535 equals 41.2589996 
percent). 
Depreciation ($133,064,208 times 41.2589996) .._...........-- ine cwwcdwwsed Mitddan ty bk 54, 900, 961 


Average cost less depreciation... ___- 
Add: 


Land, present value - -__- ; ae Miidanvbinnea us 


\ Rights-of-way, present ve WB sack Braker 
Working capital __ Rodi cie diana ixaiadic 


Total. 


Going concern and other elements of value at 5.61 a 


Adjusted valuation _- 


7 percent of adjusted valuation..........._-- 


78, 163, 247 


138, 560 

1, 552, 396 
1, 183, 756 
81, 037, 959 
4, 546, 229 


_.. 85, 584, 188 
5, 990, 893 
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EXHIsItT 2 


Minimum value computation based on latest final value shown in Docket 1245, 
adjusted for additions, retirements, and depreciation to Dec. 31, 1945 


Final values, Dec. 31, 1934: 
Ae Owns od WiC s 6naseccncsncendesg widen scscgecicqueetesscescueeeewmeeecs $47, 150, 000 
B. Properties reclassified from leased to owned and used: 


Year re- 1934 final 

Leased to: classified value 
Pan American Pipe Line Co. --.........---- 1937-38 $3, 100, 000 
Kansas Pipe Line & Gas Co__..--...-.----- 1936 5, 000, 000 





peete Comtrad 4900 (Owcss s650026.200006.00 1936 2, 400, 000 
———-_ 10, 500, 000 
C. Properties reclassified from out of service to owned 
and used: Portion applicable to Casper-Freeman 
NOs Aiecidtin dh conan dss bse RRcbsoigeeseanseares 1936 2, 245, 302 
—_———_ 2, 245, 302 
— $59, 895, 302 
Additions, retirements, and depreciation from Dec, 31, 1934, to Dec. 31, 1945, at average of original 
cost and reproduction cost, per p. 2 attached........................----220-0-e ee nsnnnassses 10, 301, 078 
Final value (minimum) Dee. 31, 1945. ..........--.--.--- jondn mh aminirninnbbamamadioaeiel 70, 196, 380 
F PUPOGUS OF TARE WOO. icin cin did ttidin dd wngdeicndccncscccsssccsdcncescscsquiataaniedataieent 4, 913, 747 


Statement of tangible values, showing comparison Dec. 31, 1934, and Dec. $1, 
1945, based on average of original cost and reproduction cost 


Dec. 31, 1934: 


Original cost, physical property...._._._.._...--_- $85, 173, 004 
FUOPTORTICLION CONG ROW 5 isis nb oid 73, 104, 333 
OR bent ots seen nee eee 158, 277, 337 
Average cost and reproduction______-_______-_____ 79, 138, 669 
Percent and depreciation (29.8325408 percent)_... 23, 609, 076 
Net value, physical property__....._.__-.--~- 55, 529, 593 
Add: 
RRs AIEEE : WOU iatgiinin ac esieh dhe eaten tii sinless 105, 562 
Rights-of-way, present value_____~- cosine 1, 168, 987 


WOtktae COOGAN id eee es ee 657, 700 








Oke tame WRN aii icinrmmmeannndieeaaaill $57, 461, 842 
Dec. 31, 1945: 
Original cost, physical property___----.--------- $117, 580, 487 
SeewoeNstivn Cost NOW. <3 55 eo Sees 104, 766, 408 
iia ii cesincnaie eta Rta aici eee ee eee 
Average of cost and reproduction_________-____-_- 111, 173, 448 
Percent depreciated : 
Reproduction new______.---------~- $104, 766, 408 
Reproduction new, less depreciation 61, 164, 993 
Accumulated depreciation___.__ ~~ 438, 601, 415 
Percent and depreciation (41.6177435) _-_----_-_- 46, 267, 880 
Net value, physical property___._--_---------- 64, 905, 568 
Add: . 
BODE: PRONE: VORA sicciietaecidenncnincioncwdiion 138, 560 
Rights-of-way, present value__.___------__-- 1, 535, 0386 
WV ORRIIME.. CODING 40s Aa die esensaaan 1, 183, 756 
Total tne ya... eee 67, 762, 9206 


Wet ineresd GF GaenettGs. cs suc ancnawctnicaerdatssnceeanies 10, 301, 078 
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Mawimum value computation using 588 additions and retirements for year 1945, 
and pro rata of new properties operated in 1946 per p. No. 4, as of Dec. $1, 1945 


As per 588, From Total 
Dec. 31, 1945 p. No. 4 





RN is tlie tind i nike wehioebeseianle RI isis sins nip speannioenel $365, 422 
Rights-of-way, original cost.............-.-.-.-.......---- aa 2, 137, 367 $19, 399 2, 156, 766 
a ce a at 2, 502, 789 19, 399 2, 522, 188 
Original cost, all property....-.-...---.-.--- seubieeceussecesey 120, 083, 276 1, 111, 288 121, 194, 564 
Original cost, less land and rights-of-way. -_............-- 117, 580, 487 1, 091, 889 118, 672, 376 
Reproduction cost new at 1934 period prices..............-..-- 104, 766, 408 861, 127 105, 627, 535 
Add 39.6 percent as trend for 1945 annual prices_............-- 41, 487, 498 341, 006 41, 828, 504 
i ies bce CaO Rita de een int cbRSessSRCEESE 263, 834, 393 2, 294, 022 266, 128, 415 
Average of cost and reproduction.........._-- ceipnianntancs white 131, 917, 197 1, 147, O11 133, 064, 208 





Percent depreciated: 
Reproduction new __-..---- ieiceccastenSanrecesksesacsereene 104, 766, 408 861, 127 105, 627, 535 
Reproduction new, less depreciation. ...........-.......-- 61, 164, 993 861, 127 62, 026, 120 











Accumulated depreciation. ........._-- boacilissccccucdee 008 616 1. eee eeeen ee 
Panaent Womvectateth. sa, oie - cana bes cecctecde ee bcgs 41, 6177435 Lilo sant bo. ¢ 41, 2589996 
I ities chet nnig nitttindats tee eae beri tadeemnianie $54, 900, 961 |........-..... $54, 900, 961 

a illest tein CiiciinimtaR he neeente 77, 016, 236 $1, 147, O11 78, 163, 247 
Add: 

Dis Sibi oi ncdcacien woul siggetcls 8 a re ee 138, 560 
Rights-of-way, present value-..._-.-.-- Mons root 1, 535, 036 17, 360 1, 552, 396 

Fe IID INE ii hes crstencssinsstnecsvenetonnaisiicditcesestieealiie 1, MOB) FSG Fu. eddies 1, 183, 756 
a ee iinetinnwts semnanniens|. eae 1, 164, 371 | 81, 037, 959 
Going concern, etc., at 5.61 percent..............-.....-.-. 4, 480, 908 | 65, 321 | 4, 546, 229 

Final value (maximum) Dec. 31, 1945. __- scans | 84, 354, 496 1, 229, 692 85, 584, 188 
TOE OE Gn i teh acccaicencepeeccessse igieaootes | 5, 904, 815 | 86, 078 | 5, 990, 893 


Statement of original cost and reproduction new for new properties operated in 
1946 showing pro rata to be included in maximum value computation as of 
Dee, 31, 1945 


AUTH, 8822—ESTS. 887-881-872-WASSON-SLAUGHTER 16-INCH LINE—DETAIL AS 
COMPLETE TO NOV. 30, 1946 


Original cost 




















Scene Sk 2 PU Ns The dhe hs Reproduc- 
Account | Index tion new 
Total Pro rata 
| July 12 
BS eviccncecccccdtepepmsensem iedemcnee 7 acte epetes cin: oeninigtpeendihiiiediaemasa ands  Menentintiaensel naliie meni iteetatilitigi ns 
DNL Siete alia det eae ing benaie arama atom e aman | $1, 213. 73 $708 100 $708 
TOUR. ca Lavendies Laden cenatbdbaadahpaaeule aoe 1, 213. 73 Te feeiceusl | 708 
OR ee 8 ue Ss RE A) 382,989.82}  223,411| 121 184, 637 
BER hon cnr eRe aGeheneenes smnusernacaseweneaesescaen] 3, 785. 30 2, 208 145 | 1, 523 
Eh orsbhddudbeahcbihbadbetobsatenccehd beghttiedionaccds 187, 670. 11 109, 475 162 | 67, 577 
Ti icsiceis skal arin dct pian ania <Giatekio waite iciudaidedsin dal 110. 37 64 199 32 
Milcicbactentee débbakon OM epebnigbtiteleasdnnacasentaaenehn iS omatiad ita atemireacnie Manin manatee ianeie dee aleve 
in ca cn ienieeeteatiee rere cidnsn Bacemnunnices 9, 634. 63 5, 620 140 4, 014 
eee Ee ee pases tells apaisapaieteR ake keds an baba aet Ae os dn Acton 
Ds intice ceeicuncbaeoks hdialiedaaabatcciadad niademmadmnadd | 14, 494. 10 8, 455 140 6, 039 
164 i inti BOR SD ele ind ahietici einai spleen h Sicdigkiekemaindioneiedinle jumbagenien eliaigglescaesnitah acca watered  eearalia clita 
Es ea ec cecccccccccsscescntaes 598, 684. 33 349, 233 j.......- 263, 822 
I B80 Pe kta orn weeneinic sn nwenenacecncianns loancencbans oun [ecnsceccesece-|accecese 14,749 
WUEUEs detwetoaccuuutieensecseceunccacchacubeaaes 598, 684. 33 349, 233 |........ 278, 571 
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AUTH, 8848—ESTS, 491-465-MANHATTAN-LEMONT 8INCH D. L.—DETAIL AS COM- 
PLETE TO NOV, 30, 1946 








Original cost 
ye AEA Ses OS ae ee | Reproduce- 
Account Index tion new 
Total Pro rata 
July 12 
WER ccpceindineetandnsdsanccetndinnn belncupatiieciniaiaiiiiens tans Diiaeitatelitaes iba taieecieeieinea eee 
WE ih acthidacdédak daitbattnckuatabsddbadebeieddbudbidees $19, 104. 94 $7, 960 
ND Mipiicihoestindncdienenmacsuamdmpiampuaelel 19, 104. 94 7, 960 
UR cccackcsstbucbisetvéecuenssndesascpicdota cane 78, 610. 56 27,070 
Ceektnncccnssidiclmnbatnksshiacmeminabeadnestae 3, 471. 54 997 
iiieconsinh chibi tudedtininisishnsesneihisgacmieaseamenic’ 147, 473. 95 37, 931 
SER scueneneuantastvensadiipintadhbnhhixtbdaseiadh deals 353. 87 74 
Pi ncduasn.cateddtcnsebcakuessbangoabusckanebtuleeknon 509. 02 143 
Gi cencccccsdciicncsadibaapamintelss epee deeds 1, 493. 55 444 
Wl cnnencontuetpblinlhbedsnindmmakidas 73. 84 19 
Ded cSccbincsebdwapodcsckséwdscscsuessnddensninnad ahtapeeieans gutacunavaaningninn tae 
BOE. cnn eccccccncneccamtbh dcbibsbbcnbndikbdesedad ino sdleneddtlisslbntee tions ddtadeaaeela een aaee 
GD odds Sectidectihndticctiduacintnecetbhsdnbkdedevddaned sunetes talektmels nepali een mad, 
GOR cscacccccwusesemmmantepae. connanadindéeseespcchnes bameuinedehing kibess deidinimaaaind iixheeeemianee 
Subtetel. ...<-seddsandspiinsg ides bs 231, 986. 33 eee 66, 678 
QRUTRIREB BIE. occccccnccccccccecccccutdeiuockticn ynbdantiesnaadp iam tie meetin 4,411 
ee 231, 986. 33 RE Fotekntins 71, 089 


AUTH. 8821—(JOBS NOS. 1 AND 2) 20-INCH LINE FREEMAN TO LA PLATA STATIONS 
(EXCLUDING MISSOURI RIVER CROSSING) 














GR vccccctctnccaccictanesiundnepcennes atatsmndsusaudconsimenainhushweteeneidsian dessa anne 
Gt Wiswisitinecsnccownecdearamnnddmmanandndnetudiaial $64, 385. 38 $10, 731 100 $10, 731 
SI hlhtsieelnwinrhcccenrcbsninnasiets tincneaencig chet tad neces 64, 385. 38 we 8 Eee ae 10, 731 
ais atc tsieencintned tees nteseanit des ectekcnahan ripen iaice ie a a ee 2, 310, 613. 01 385, 102 121 318, 266 
Siccostndasenshedauhanenencasdmeuntioktpeaakageed 34, 743. 30 5, 791 145 3, 994 
ba LNG KETC DERNUSEESCONNwEsREENeNeScERcESeEReNNel 1, 530, 611. 28 255, 102 162 157, 470 
Sk oer ee DE nage iageamnibedorienmeiildnaiisiiai ieee ial daanannnaa aaa 
DER Bio tacvennnd nice dninastt tance eosce so un tascam sammneanxdecab tamil ipikeuimnnatied += denaiaaaaeesene 
Wellin cdbackcdhdbeccseccsudeceesieckhcccuwassacadenemeasiihiniedbineneiieeleaddiineks anise cadens 
Wb npecaveccueresnmnyquismesceussen bweEceuseesurteeuseeNetis s6asekilsseuds STESRES REET OES 
Fs on ace ws cnadinnanninapinatec0~ennenn sirits saiehieemradall annie ebdabialecniaeotenkianl aia nae 
isin Seqet pices nie Cascicndnamay winmetrndsrdens somnan gees inenicilcauie’ aie its ascii tars ee 
Dake he iva cnigiceiaiine scans anes tne bend ad pase naneece ike Ain carl PERT tea ee 
ciao cae sto oesemeeshenercatnccswiia ania 3, 875, 967. 59 645, 995 |.......- 479, 730 
QRS PPR Caciicn ds ewcicscncctndececcsascssqunangiseesetaanasnienaedeeiaaeenee 31, 737 
SF a boticehessitia rata ndseee cheese dene eeninaacal 3, 875, 967. 59 GS5, CSB fens eu 511, 467 
AUTH. SUMMARY—AUTHS. 8821-8822-8848 
Whsas ascssccanccncescenissdesscssecscentistsksnacsqusbenetesndacebacasaanensehalnceca ieee 
Mok cdccstinsendnchleiscisscccduchecessdsebaesenesseceesesatauedece $19, 399 100 $19, 399 
Bs ab cikisincintse sata biedinscutemenlalcalamaanede po g see, 19, 399 
a i hiieaigins ndlapi eigen igi tg huni iniieanaemi aia animaraaiaial 641, 268 121 973 
MNEnb sdk Sh ceca decree ddeccsadsundnslbhdsesantnend eam 9, 445 145 6, 514 
iitsnadgupnagasacinnktksenianndadsessoukuisienbeeneneeaananalia 426, 025 162 
pt th thin cighmdindetananmintigemsinnadsataedaeial ahh sieeel 211 199 106 
GRE SS snes bcayubwancveusdueiedediacseccsassbawepeesoennaseaeeeenene 212 148 143 
MiG anets wieaasbsaeaceabhcnebedtteshoaiawasdniaanenaeemaaitienneaeieneaed 6, 242 140 4, 458 
chi MinckeesRieeiinaeiwesekinatdinesaudecedeanemmeeeesanaaaii 165 19 
id cthiwiskibsienhanasbncusndatdeniceesiecwesaesseninnrtare 8, 455 140 6, 039 
Dian enccntentincenetounnn sea qesdunendnsnmesiiinemml iabibbme aaa akiebelie esate ne 
Wes Se akddupcccdadonehcnSoanboctecesdidéciesndanaccleaetabobawrentinsseyaliendaEee 
Wiis: tesindscheubiencaieibsinescinicscecientn ediiencataititibictencasnpsintncctgeacoiiaeaigentinsisis ihaidsiietnditiiniaatalceiiadtandaatis aida datas 
i ciaiscnninunnicnnaianiaanasesmiimannnnabdinaladaphaaaecael | 810, 230 
PO cthintevepdcsenckcmtdcusncscnunaheunstsbasiecebsveausubeceiaadalaae ae 50, 897 
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Exuisit 3 


Tuisa, Oxia., March 24, 1947. 


Subject: Analysis of excess earnings and undeclared dividends account. 


Memorandum to Mr. J. L. Shoemaker. 


Attached are statements of the excess earnings and undeclared dividend ac- 
counts, showing the analysis of cash and securities applicable to restricted 


surplus. 


The book balance of cash has been verified, and accrued interest has been 
tested. The securities in the bank vault have not been examined. 
A. C. NEELY. 


STANOLIND PIPE LINE Co, 


Analysis of excess-earnings account—year 1946 


Total cash, investments, and accrued interest applicable to excess- 
earnings account, Dec. 31, 1945, per books____._.__..----_______ 
Less reimbursement of general funds for 1945 taxes transferred 
Oo DAG irstmwieteceecwiewenciiacnsenaccansseemuenenascesen 


Adjusted cash, investments, and accrued interest applicable 
to excess-earnings account, Dec. 31, 1945_..--________-_ 
Gross earnings for 1946 before taxes............_._____________ 


Total cash, investments, and accrued interest applicable to 
excess. earnings, Dec, 31, 1946_........---.-___.-_-____ 

Less reimbursement of general fund for 1946 taxes to be paid in 
Scat aslo in ein gs DE acinininetndensalhintitiince te acciacladessddiinsn sataiiemailiiia 


Adjusted cash, investments, and accrued interest applicable 
to excess-earnings account, Dec. 31, 1946___-_.______-_-__ 


GOVERNMENT SECURITIES 


| l 


$1, 505, 027. 48 
15, 191. 25 


1, 489, 836. 23 
72, 006. 65 


1, 561, 842. 88 
24, 749. 52 


1, 537, 093. 36 


Unamor-|Accrued| Preferred 





Total | Cash | Par value tized interest stocks 
premium | 
eee = ee ay | ae ae | ees ee a = 
Balance, Dec. 31, 1945 e $1,505,027. 48} $17, 086. 42/$1, 467, 000. 00|$16, 209. 56/$4, 731. 40 


Deduct securities purchased - .. 


Add bonds sold, book value...- 


jl, 005, 919. 87 








Reimbursement of general fund | | 
from excess-earnings account | 
fot 1945 taxes__. ‘ ‘ ‘aoa Pi  .. SE nosbeddendantoaense xe . 
Earnings for year 1946: 
Interest income. - | 27, 450. 40 a Si ate 27, 
Premium amortized ----.- } 50. 25} _ --- Bey z 50. 25}_-. 
Profit from sales. __ -| 35,571.88] 36,181. 31)-..._.. 609. 43)___ 
Dividends on preferred | 
stocks_-_.. 9, 034. 62 9, 034. 62) ve i 
| - | 


Cash receipts of interest_...___- 


24, 234. 84). _. 


Total cash, investments, and ac- | 
crued interest applicable to ex- 
cess earnings account, Dec. 31, | 
1946, per books... 53 }1, 561, 842.88) 23,345.90] 527,000.00) 5,028. 16 

Less reimbursement of general 
fund for 1946 taxes to be trans- 
ferred in 1947_.... on | 24, 749. 52 24, 749. £ 


Gross earnings before taxes...| 72, 006 65) : etal 
| | 

| 

| 


Adjusted total cash, investments, | | 
and accrued interest applic- 
able to excess-earnings ac- | | | 
count, Dec. 31, 1946 ....|1, 537, 093. 36) 1, 403. 62) 527,000.00) 5, 028. 16) 











24, 234. 84 


548. 95 


|$1, 005, 919. 87 


957, 919. 83} 940, 000. 00} 10, 521. 82) 7,308.01)... 


| 


548. 95) 1, 005, 919. 87 


1, 005, 919. 87 


— _ “ 
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Analysis of undeclared dividend account—year 1946 


Total cash investments and accrued interest applicable to unde- 
clared-dividend account, Dec. 31, 1945, per books 
Transfer of cash to and from general funds: 
Year 1045 carhings on securities... 2.55. 
Year 1945 earnings from transportation service 


Adjusted cash investments and accrued interest applicable 
to undeclared-dividend account, Dec. 31, 1945 
Year 1946 earnings on securities 


Total cash investment and accrued interest applicable to 
undeclared-dividend account, Dec. 31, 1946, per books____ 
Proposed 1947 entries: 
Transfers of cash to and from general funds: 
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$2, 164, 852. 97 


23, 059. 77 
530, 915. 99 


2, 672, 709. 19 
54, 775. 85 


2, 727, 485. 04 




















Year 1946 earnings on securities__...__._._.__--_---_-___- 54, 775. 85 
7 : . . ’ 
Year 1946 earnings from transportation service__..___~ 1, 005, 253. 22 
Adjusted cash investments and accrued interest ap- 
plicable to undeclared dividend account, Dee. 31, 
ROO ee ha crsensnansdrogepee TE ee 8, 677, 962. 41 
INVESTMENTS 
| 
| | Unamor- | Accrued 
| Total | Cash | Par value tized interest 
| | premium 
ee 
Balance, Dec. 31, 1945... .......2.-.----------|$2, 164, 852. 97] $23, 847. 97| $2, 136, 000) ..._...-.. $5, 005. 00 
Deduct bonds purchased—2% ‘Treasury | 
bonds at par, Feb. 28, 1946.__......-- RK satin oie | 531,620. 59) 495, 000|$36, 196. 88; . 423.71 
Transfer of funds for 1945 operations: 
1945 earnings in exeess of 7 percent of | | 
STO 50s atin ce oo SKS : 530,915.99) 530, 915, 99) _. pita de aided thtieda~n na 
1945 earnings and taxes on securities - - 26, BO. 77) 23, OOD. TT sjicesac-S-saqhowsacnse-é cee s 
Earnings for year 1946: | | 
REN TABU k B68 siichinncnsctcmncnaces 57, 390, 32 vrseleceesstbeusacneumnees ds |57, 390. 32 
PPPOE SIROTUEOG.. « one nnnnccnnnesncn- 2, 614. 47} _- site was PGE Dinas scowes 
Gross earnings before taxes - - 54, 775. 85} _-- ~-31 ent ee 
Cash receipts of interest. .........-....---|- : ; 57, 568. 08} 57, 568. 08 
Dee, 31, 1946, per books....--------------- | 2, 727, 485. 04] | al” 2, 631, 000] 33, 582. 41) 5, 250. 9 
-roposed 1947 entries: | | 
Transfers of cash to or from general funds: | 
Year 1946 earnings on securities... __- 54, 775. 85 54, 775. 85)... -- neliGnttiipedtitaiihabipass 
Year 1946 earnings from transporta- | | 
Cloth SOPVIOO. 655-5 <.. sssswe sh ----- | 1, 005, 253. 221, 005, 253. 22)...-.....--..}..-.-.- oie 
Adjusted cash .investments and 
accrued interest applicable to | 
undeclared-dividend | | 





account, 
Dec, 31, 1946... . 


yin | 3,677, 962. 41/1, 008, 129.05) 2, 631, 000) 


33, 582. 41) 5, 250. 95 
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U. 8. Government and other securities as of Dec. 31, 1946 































Face value Net book 
Description and/or Market value 
number of value Dee. 31, 1946 
shares 
EXCESS EARNINGS ACCOUNT 

Treasury bonds: 
Se NEES, FIND TE, Be ndicnddnncntccccccccconsceense $75, 000 $78, 750. 00 $77, 071. 01 
2% percent, June 15, 1972-67. ..........--- (ancunbGnacanil 435, 000 444, 918. 00 437, 957. 15 
Pr ES BP, By Bi cnntndnnnnccdccancunccancaves 17, 000 17, 385. 90 17, 000, 00 

! 

Total Treasury bonds...............--.----------- ed 527,000 | 541,053.90 | 532, 028. 16 

Preferred stocks: 
American Airlines, 344 percent..-....-.........------...-- 700 48, 825. 00 67, 845. 00 
American Smelting & Refining, 7 percent.............---. 300 50, 025. 00 55, 240. 70 
ew a i ERLE, 400 61, 300. 00 67, 310. 90 
Bethlehem Steel, 7 percent.......................--...-..- 300 44, 700. 00 49, 106. 43 
I I i cniciginctomnucqocenecdbbnsana 300 32, 550. 00 32, 357. 46 
Sy in Te nn de nenanannnaSenneseptensy 300 31, 200. 00 32, 930. 00 
General Tire & Rubber Co., 384 percent ............------ 300 28, 800. 00 30, 655. 30 
Hershey Chocolate, $4. ............-.-- 300 39, 975. 00 43, 005. 00 
International Harvester, 7 percent. --.-. 300 52, 950. 00 58, 065. 00 
Liggett & Myers Tobacco Co., 7 percent 300 55, 500. 00 60, 687, 50 
ON RS a ee ee eee 50 2, 650. 00 2, 587. 69 
Diomteamery-wW ard, 7 pereent.............4...2 22.55 ce.e 300 56, 700. 00 60, 955. 00 
PRONE SU ADs, -E-Gwe cewowcesavcesncccoocsentckucs 700 28, 350. 00 35, 876. 78 
DOMINEE TONNE. 7 III ob on eicne nc cccencdcanccncccedas 200 36, 600. 00 39, 970. 00 
Ji 5 NOWOGNY C0., Oe, PURE... ..0..2- 082. e ene -nnne- 300 31, 200. 00 32, 255. 00 
Oklahoma Gas & Electric, 4 percent..................-.-- 300 6, 450. 00 6, 654, 00 
Oklahoma Natural Gas a, 4% percent.................--.-- 130 7, 215. 00 7, 295. 97 
Panhandle Eastern Pipe Line, 4 percent.....-.----------- 300 | 31,875.00 32, 577. 50 
I I I asi ines ce mnsenenamesenennennpeptangiee: 200 32, 400. 00 34, 587. 54 
Standard Oil (Ohio) A, 3% percent....................... 200 20, 100. 00 21, 420, 30 
Tennessee Gas Trans. Co., 4.10 percent. ......-...-.------ 300 32, 100. 00 32, 724. 00 
Thompson Products, 4 percemt........................-..-- 300 30, 600. 00 32, 675. 90 
Tidewater Associated Oil, $3.75...............---...-...-. 400 41, 000. 00 43, 265. 30 
EE Cini k al acd dnedaccnasemanapasund 360 36, 900. 00 38, 136, 30 
United States Gypsum, 7 percent._........-..-.-.------.- 200 37, 600. 00 40, 130. 00 
United States Steel, 7 percent...........-.....-.-.-.-.---- 300 43, 950. 00 47, 605. 30 
Total preferred stoek6........20620..000002-2-000-0-000<0]- ucebaakbeneet 921,515.00 | 1,005, 919. 87 
Total excess Carmings ACCOM... <cccceccnccscccscccccascleswccon= cua’ 1, 462, 568.90 | 1, 537, 948, 03 

UNDECLARED DIVIDENDS ACCOUNT 

Treasury bonds: 
a eee 2, 136,000 | 2,191, 536.00 | 2,136, 000. 00 
ee eee 495, 000 520, 542. 00 528, 582. 41 
Total undeclared dividends account........-...-...-..- 2,631,000 | 2,712,078.00 | 2,664, 582. 41 
I Pa We CI iio sci nccctihicccenennscenqecip bop gikissoees 4, 174, 646.90 | 4, 202, 530. 44 


EXHIBIT 4 
STANOLIND PrrE LINE Co. 


PROPOSED RESOLUTION APPROVING ENTRIES AND FUNDS IN CONNECTION WITH 
CONSENT DECREE 


Whereas the accounts and books of the company have been closed for the year 
1946, giving consideration to provisions of the consent decree civil action No. 
14060, and certain entries and proposed actions have been reviewed by this 
board : Be it 

Resolved, That as the earnings from transportation services are not in excess 
of 7 percent of the valuation of carrier-property, none of the said earnings 
need be credited to appropriated earned surplus account; that the amount of 
$47,257.13, net interest income on securities representing retained excess earn- 
ings be held in the appropriated earned surplus account; that the amount of 
$1,005,253.22 representing earnings, which are permitted to be paid as dividends 
to a shipper-owner under the consent decree, is the amount of earned surplus 
which may be available for dividends in subsequent years: Be it further 

Resolved, That the treasurer of the company be and he is hereby authorized 
to transfer $1,005,253.22 from the general funds to the undeclared dividend 
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account; that the treasurer be and he is hereby authorized to transfer $24,749.52 
from the excess earnings account to the general funds as a reimbursement of 
taxes on cash and income from securities held in this account and that he 
transfer $54,775.85 from the undeclared dividend account to the general funds 
representing net income earned from securities in this account: Be it further 

Resolved, That the proper officer of the company be and he is hereby author- 
ized to buy suitable Government securities up to but not exceeding $1,008,129,.05 
from cash held in the undeclared dividend account. 


STANOLIND PIPE LINE Co., 
Tulsa, Okla., April 28, 1947. 
Subject: Depreciation for valuation purposes. 
Mr. B. C. CLARDY, 
Building. 

Dear Srr: You have asked how depreciation is computed for valuation pur- 
poses. The inventory of property is priced at 1934 period prices to get the 
cost of reproduction new of the property. This inventory is further subdivided 
according to dates the property was installed so that the age can be determined 
at any date for which depreciation is to be computed. 

The Bureau of Valuation refers to the depreciated value of the property as 
“condition percent” and this percentage is determined for most property ac- 
cording to the unused portion of the agreed physical life of the property. For 
example, if property has a 20-year life, which means depreciation at the rate of 
5 percent a year, and it is 5 years old, it is referred to as 75 percent condition. 
A computation is made accordingly at 75 percent of the cost of reproduction 
new in order to obtain the cost of reproduction new less depreciation. 

The condition percent is modified to allow for net salvage values of most of 
the tangible property but generally the salvage values are small and this credit 
is not a significant percentage. At the present time, we have a minimum de- 
preciation agreement with the Bureau of Valuation that no property will have 
less than a 25 percent condition percent. Some classes of property such as 
vehicles, work equipment, and tools are arbitrarily classed as 50 percent condi- 
tion and no attempt is made to classify these properties by age. No deprecia- 
tion is figured for the first year the property is installed. For example, prop- 
erty installed in 1946 is figured 100 percent condition as of December 31, 1946. 

Under the foregoing method of computation, retired property and its accrued 
depreciation are completely eliminated as of the date the computation is made. 
The valuation depreciation does not show how much depreciation has been taken 
on all property and, consequently, it is difficult to get a figure that would be 
comparable with depreciation taken on the books for accounting purposes. 
The valuation computation shows only the cost of reproduction new and the 
cost of reproduction new less depreciation and the difference between these 
two figures is the amount that is shown as depreciation and percent deprecia- 
tion on consent decree reports. The some percentage of depreciation is applied 
to original cost of property when averaging original cost and cost of reproduc- 
tion new on the formula method of computing values. 

Yours truly, 
J. C. SHOEMAKER. 


Apriz 3, 1947. 
In re Stanolind Pipe Line report, Elkins decree. 


Mr. F. O. Prtor. 


Dear Sir: Messrs Wood, Green, and myself have just examined and discussed 
Mr. Shoemaker’s letter to Mr. Clardy of March 27, and schedules I, II, III, and 
IV thereto attached, which include proposed form of report to the Attorney 
General, final-value computations, analysis of undeclared dividends, and excess 
earnings account, and a proposed form of resolution for transfer of funds for 
restricted accounts, to be passed by the Stanolind Pipe Line board. 

So far as the proposed report to the Attorney General is concerned, we have no 
suggested changes. We are further in agreement with Mr. Shoemaker’s sugges- 
tion that the deficiency of $487,245 in the earnings for the year 1944 ought to be 
declared out as a dividend during the year 1947 and charged against the sur- 
plus earnings prior to January 1, 1942. 

With regard to the resolution and the proposed transfer of accounts therein 
mentioned, we have the following comment and suggestions: We do not believe 
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that the sum of $54,775.85, which represents the net income earnings from secu- 
rities held in the undeclared dividend account, should be transferred to the general 
fund. We appreciate that this is a matter of judgment and there are sound 
arguments that may be presented both pro and con. I suppose it is Mr. Shoe- 
maker’s belief that, even if we are unable to support our maximum valuation, in 
no event will the valuation be reduced to what we refer to as our minimum, and 
for that reason we would be perfectly safe in transferring these earnings to the 
general fund. On the other hand, Messrs. Wood, Green, and myself feel that we 
ought to play it perfectly safe and that there is not enough to be gained by such 
a move to justify taking on the risk, even if it isa small one. If we assume that 
we are not able to support our maximum valuation and we were later forced 
to accept our minimum valuation, then, of course, all of the funds in the unde- 
clared dividend account would have to be transferred to the excess earnings or 
appropriated surplus account, because the Government would say that that is 
where the funds should have been all of the time. If the funds should have been 
in the excess earnings or appropriated account all of the time, then obviously the 
earnings from that fund should likewise be a part of it. It also seems likely 
that, if we were forced to a minimum valuation and these earnings had been trans- 
ferred to the general account and there lose their identity and possibly be in- 
vested in new transportation facilities, the Government would assert that we 
were not thereafter entitled to earn 7 percent on that portion of our investment. 

We would also like to suggest that the last paragraph of the proposed resolution 
be amended to read: 

“That the treasurer of the company, by and with the approval of the board, 
is hereby authorized to buy suitable securities up to, but not including, $1,800,- 
129.05, from the cash held in the undeclared-dividend account.” 

We think the present language of the resolution is much too indefinite and un- 
certain, and does not indicate proper policing for an investment of this size. Of 
course, if our prior suggestion be adopted, then there should be added to the 
amount to be invested the $54,775.85 hereinbefore referred to. 

Yours very truly, 











APRIL 30, 1947. 
Mr. F. O. Prior, 
Standard Oil Co. (Indiana), 
Chicago, Ill. 

Dear Mr. Prior: In our recent intensive study of problems arising in connec- 
tion with operations under the consent decree, we have prepared several ana- 
lytical statements which may be of interest to you. I am enclosing for your 
information and file two copies of each of the following statements : 

1. Summary of Stanolind Pipe Line Co. reports to the Attorney General, years 
1942 to 1946, inclusive. 

2. Analysis of Stanolind Pipe Line Co. earnings and distribution under the 
consent decree, for the years 1942 to 1946, inclusive, showing the difference be- 
tween Maximum valuation, minimum valuation, 7 percent on each basis of valua- 
tion, the amount of dividends paid, the amount of earnings in our so-called 
frozen account, and the amount of earnings held in our undeclared-dividend 
account, which represents the difference between 7 percent of minimum and 7 
percent of maximum earnings. 

3. Summary of Utah reports to the Attorney General, years 1942 to 1946, 
inclusive. 

4. Analysis of Utah earnings and distribution under the consent decree for 
the years 1942 to 1946, inclusive. 

In calculations made as shown in our reports, it was not clear as to how 1934 
valuations were brought down to date; in that, contrary to normal procedure of 
deducting from the base valuation the calculated amount of depreciation to 
arrive at net value on a given date, our reports showed the 1984 valuation from 
which was deducted current depreciated value which resulted in the answer 
heing the amount of depreciation sustained. For my information, I asked Mr. 
Shoemaker to explain this unusual method of statement, and I am sure you 
will be interested in a copy of his memorandum to me, explaining this matter. I 
am enclosing two copies for your files. 

If, in your study of the enclosed statements, additional questions occur to you, 
please advise and we will attempt to clarify them for you. 

Very truly yours, 


B. C. CLARDY. 
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UrTag Orn Rerrnine Co., PIPELINE DEPARTMENT 


Summary of reports to the Attorney General, years 1942 to 1946, inclusive 


Line Year Year Year Year Year 
19421 1943 1944 2 1945 3 1946 4 


1 | Adjusted valuation of property owned and 
used for common-carrier purposes as of 











nC Rci din ~ odin dab -~~hsidh bien nadhedad= $4, 882, 912|$5, 247, 640|$5, 467, 519) $6, 978, 382|$9, 989, 675 
2|7 percent of valuation of common-carrier 

SI panivn tacinitrddadicicncitgnatsagiwintion 341,804) 367,335) 382,726) 488,487) 699,277 

SSS SoU —=—e SS. |-—_ _——=ua—— 


3 Net earnings derived from transportation 
and other common-carrier services (line 9, 
om nee No. 302, annua lreport form P)...| 376,941; 436,576) 423,612) 469,488) 980,355 
educt: 
Interest on long-term debt. ........-..--..]-.--..- owaol sdoaiisehs —Miapcks + Siieiah cece abaisliedaiidecmabiite 
BUROTERS Gt GRGIENG GONE... 2... caine cnncnhidcecso+ cle daghaditets senwahesbieddleebeslancebacces 





























URGE GOCIIEIOIG sa ccc aritcnneece<ndcnnsdloaoeumsneslh scsaaeues Geese 29, 597 6, 462 
EE CN: « ak5a4400saedesnesensleccouerpadiaadanedaunicnahemaee 29, 507 6, 462 
RN I ilgchicntnini<tecgaociawn 376,941; 436,576) 423,612) 439,891) 973,893 
4 | Excess earnings to be transferred to surplus 
CO ED OIG 6. dant doncedandewgennnsue 35, 137 69, 241 OO, GBBiss scent 274, 616 
4-8 | Less 1945 carryover per par. 3~D of consent 
decree: 
Allowable earnings (item 2 of 1945 report) .|_.......-.}..--.-----]-.--------]...--.--.- 488, 487 
Actual earnings per item 3 of 1945 report._|_.......-_}..-.----- cone osdicesecimioest: mn anne 
TNR) OS, niin hth oe cksinq edn lo sbibndhns loaves<0sss betacnqeeunlhnseael 48, 596 
4-b | Excess earnings to be transferred to euagins 
(line 4 less line 4-a) - enbddasan|oanbcdaidellcccebsndes biusbaaens eRe 226, 020 
5 | Excess earnings used under par. Vv: 
(a) Extending existing or constructing or 
acquiring new common-carrier facil- 
ities a a i a in gchlhasssolagnataimeceleiaicah amietaie 
(b) Maintaining normal and reasonable 
working capital during the current 
calendar year. --- ove loedeccasns ia scSubac tbh sanleinsel cee ale ee 
(c) Retiring debt outstanding Jan. 1, 
1942, which was incurred for the 
purpose of construction or acquir- 
ing common-carrier property -.-...- $35,137) °% 69, 241 40, 886}. .......- 226, 020 
Total, line 5.- 5 35,137| 669,241) 40, 886| . saab 226, 020 
6 | Excess earnings retained ine 4-b leas line 3)..|..........|.2........]--..-..-. | Ahab dew elhontenionipaion 
7 | Dividends actually paid_- | 36,226] 31,327) 31,092} 98,990) 289, 900 
7-a | Amounts permitted to be paid during cur- | 
rent year invested in common-carrier facili- 
ties to be included in valuations-__--___--- jot SS. esate 272, a a hice 
7-b | Interest on borrowed capital__......-- |-------- 74, 124 
} a 36, 226 31, 327 303, 592| 98, 999 364, 024 
8 | Dividends allowable in subsequent years i. we ss 7) 
| (line 2 or 3, whichever is lower, less line 7 | 
pene ine Orahics ces dees ae ee eid 305, 578) 336, 008} ey 340, 802} 383, 849 








1 The amended report is made to show restoration of cash to the pipeline department as of Dec. 31, 1942. 
recorded on the books as of Dec. 31, 1943. 

2 In addition to the amount shown in 5 (¢c), $231,614 obtained from other sources was, during the year, 
paid to Standard Oil Co. (Indiana) to apply on bonded indebtedness and accrued interest. Item 8 of 
report for years 1942 and 1943 shows $305,578 and $336,008, respectively; of these amounts, $287,500 for year 
1942 and $280,000 for year 1943 were invested in common-carrier facilities, to be included in valuation in 
addition to the amount shown in item 7-a. 

3 $265,000 was paid to Standard Oil Co. (Indiana) to apply on principal and interest in respect of bonded 
indebtedness existing prior to Jan. 1, 1942, and incurred for the purpose of constructing or acquiring 
common-carrier property. The company has undertaken in each year to apply the entire excess earnings 
of such year to the retirement of debt under par. V of the decree of Dec. 23, 1941. However, the excess 
earnings available for the years 1942 to 1945, inclusive, are necessarily subject to adjustment, depending 
on final determination of income and excess-profits tax liabilities for those years. The amounts applied 
to the debt retirement in each year are, therefore, subject to restitution from Federal income and excess- 
profits taxes refundable to the extent, respectively, as follows: 1942, $79,041.08; 1943, $84,811.89; 1944, 
$118,083.78; 1945, $17,148.64. 

4 In addition to the amount shown in 5 (c), $31,480 was paid to Standard Oil Co. (Indiana) to apply on 
principal and interest in respect of bonded indebtedness existing prior to Jan. 1, 1942, and incurred for the 
purpose of constructing or acquiring common-carrier property. 

5 This amount, plus $252,363 from other sources, was, during the year, paid to Standard Oil Co. 
(Indiana) to apply on bonded indebtedness and accrued interest. 

‘This amount, plus $210,759 from other sources, was, during the year, paid to Standard Oil Co. 
(Indiana) to apply on bonded indebtedness and accrued interest, 
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Analysis of earnings and distribution under the consent decree 
































Line Year Year Year ‘Year Year Total 
1942 1943 1944 1945 1946 
. Sf} ae. >. ae! Ae. es ar. SEE 
1 | Maximum valuation._.._..__.-- \$4, 882, 912/$5, 247, 640/$5, 467, 519) $6, 978, 382)$9, 989, 675)_........... 
2 | Minimum valuation. ........... 4, 624, 660) 4, 447, 527) 4, 337, 032) 5, 199, 987) 7, 820, 000}... - veined 
3 | 7 percent of maximum...._.____- 341,804) 367,335 382, 726 488, 487 Sf = ae 
4 | 7 percent of minimum... _______- 323,726} 311,327} 303, 592 on 547, 400} _- 
ms === =! 
5 | Income balance !_____.-...--.--- 376, 963 436, 576| 423,612} 440,300) 981, 406] $2, 658, 857 
6 | Surplus adjustments. ........_.- (22) adndd costs Pes eee “ (22) 
a | —__-||————"" 
7 Total income and surplus | 
adjustments (line 5 plus 
TE Oh eg oe ca 376, 941 436, 576 423, 612 440,300; 981,406) 2, 658, 835 
| = = = |_ = =| ———— = = 
8 | Less: | 
Earnings other than trans- 
| portation-service earnings | | 
from investment of excess | i 
earnings...---.<-- ; lea lee nee nas 5 eal Bs ieee ' 
| EEE cp x seseudibuedcnd leans en sbacaesaced ease cieee] 7, 513 7, 922 
Total earnings other than ' 
transportation.........._|_- a Dos atioael 409) 7, 513 7, 922 i 
9 Earnings from transportation ; | ' | | 
service _.-_- | 376, 941) 436, 576 423, 612 439, 891 973, =a 2, 650, 913 
10 | Less earnings in excess of 7 per- | 
cent of maximum. .._-. - 35, , 137] 69, 241 40, 886 274, 616) 419, 880 


3s 2a] 4, 880)-—--| 





11 | Earnings within 7 percent of 4 | | 

I bcd wraiien m 341, 804| 367,335] 382,726] 439,891) 699,277) 2, 231,033 
12 | Less earnings in excess of 7 per- | | 
cent of minimum but less than | | 
7 percent of maximum.........| 18, 078 56, 008 





79, 134 75, 892 | 151,877 380, 989 














13 | Earnings within 7 percent of 
e 303, 592 | 363,999 | 547,400 | 1, 850, 044 








minimum valuation........--- 323, 726 | $11,327 
| Less: fd a ied | 
14 Dividends paid _-_-- .-| 36,226 | 31,327 31, 092 98,999 | 289, 900 487, 544 
15 Earnings invested in carrier | | 
property 7" 500 | 280,000 | 272,500 |...-....--|- 840, 000 
16 Interest on borrowed capit: al_| a eH “74, 124 | 74, 124 
17 Total deductions _---. 323, 726 Sil, 327 _|__ 308, 592 | 98,999 364, 024 1, 401, 668 
18 | Balance available for divi- | | 
SA hicinsietcicendsncsraval 265,000 | 183,376 | 448, 376 


| ao 





Interest and expense related to | 
borrowed capital, charged to 
income: | 


| 
| 














Interest to Standard Oil Co._| 35, 000 7, 500 20, 000 12, 500 | 5, 000 100, 000 . 
Interest te others............}.... . ; — w 16, 307 | 4,124 90, 431 
Bond expense : 442 “310 | 201 167 | 752 | 1, 872 
| >| 27,810 | 20, 201 | | 192, 303 


Wetahs s sine eisicis | 365, 442 | | 27, 810 | 20, 201 28, 974 79, 876 








1 In addition to above charges to income, year 1945included $7,501 of interest charged to property accounts. 
4946 income balance does not include $74,124 interest expense paid to others as a deduction, 


STANDARD OIL Co. (INDIANA), 
Chicago, Ill.. Mau 8.194% 
Mr. B. C. CLARDy, 
Tulsa, Okla. 


DEAR Mr. Ciarpy: I have reviewed with considerable interest the statements 
attached to your letter of April 30 with respect to Stanolind’s operations under 
the consent decree, and have the following questions : 

1. What are the amounts of interest earned annually by the excess earnings 

, account and the undeclared dividend account? 

2. If $570,376.90 from the excess earnings account was used in 19438 for 
retirement of debt outstanding on January 1, 1942, why is this amount not de- 
ducted from the amount of excess earnings? 

3. How does it happen that the balance available for dividends in 1946 is a 
red figure? 

Very truly yours, 
F. O. Prior. 


| 
| 
| 
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STANOLIND PIPE LINE Co., 
Tulsa, Okla., May 14, 1947. 
Mr. F. O. Prior, 
Standard Oil Co. (Indiana), 
Chicago, Ill. 

Dear Mpr.. Prior: Your letter of May 8 refers to my letter of April 30 with 
respect to Stanolind’s operations under the consent decree and you have asked 
three questions: 

1. The amounts of interest, dividends, and gains on security sales, less an 
allocated share of taxes for investments representing the excess earnings ac- 
count and undeclared dividend account are shown on the attached statement. 

2. There is no way to deduct the amount of debt payment from amounts re- 
ported as excess earnings but the debt payment reduces the amount of excess’ 
earnings to be retained. In 1942 and 1943, we reported excess earnings totaling 
$2,014,749 and, after the payment of the debt of $570,376.90, there remained 
$1,444,372 of excess earnings to be retained. Since 1943 and to the end of 1946,' 
we have earned a net of $92,721 interest and dividends on investments of these 
retained funds which brings’ the total retained excess earnings to $1,537,093 as 
of December 31, 1946. 

8. When our 1946 dividend was declared, we were of the opinion that interest 
paid on borrowed capital was an allowable transportation expense. This view’ 
conformed with the reports that we had made to the Attorney General from 1942 
to 1945, inclusive; and therefore no allowance was made in the amount of the 
declared dividend so that the total interest and dividend would not exceed 7’ 
percent of the minimum valuation. After the dividend was declared, we 
changed our views on interest payments and reported $50,214 interest paid, as a 
distribution of the 7-percent earnings, in addition to the dividend to shipper- 
owner of $4,887,660 so that we actually disbursed $4,987,874.07, although 7 per- 
cent of our minimum valuation was only $4,913,747. This accounts for the 
statement showing balance available for dividends $24,127, in the red. 

Since interest is expected to be a large amount in 1947, we will give this 
matter careful consideration before declaration of any final dividend this year. 

Yours very truly, 
B. C. CLarpy. 
STANOLIND PIPE LINE Co. 


Net earnings from investments of excess earnings and undeclared dividend 
account, years 1943 to 1946, inclusive 






































| a 7 Oi 
| 1943 1944 1945 1946 Total 
Excess earnings account: | 
Interest income_........-.--.-- cial onaah gain $18, 143. 51 | $34,021.47 | $35, 752.79 | $27, 450.40 | $115, 368.17 
Dividend income_.- awditobe. shies 7 _...| 9,034. 62 9, 034. 62 
Profit from sale of securities...........|-...-...-..-|-- | 15,476. 21 | 35, 571. 88 | 51, 048. 09 
Gross income... .--- pan esouee me 18, 143. 51 34, 021. 47 ‘61, 229, 00 | a 72, 056. 90 | 175, 450. 88 
Deduct: pisited eo) esl | 7 
Premium amortized --..-.....--- | 8,571.90 10, 746.57} 8, O15. 57 | 50. 25 | 27, 384. 29 
Other deductions.............--.-- hots | 2+ 431. 88 431. 88 
NS cp incltdane Rcd tetndinkdtienes "6, 552. 20 9, 420. 41 | 15, 191. 25 24, 749. 2 | 54, 913. 38 
Total deductions. .............-.| 14, 124. 10 | 20, 166. 98 23, 638, 70 | 24, 799.7 77 82, 729. 55 
Net income from securities... .-- _...| 4,019.41 | 13, 854. 49 | | "27, 590.30 | 47, 257.13 | 92, 721.33 
Undeclared dividend account: 
Interest income__-_- ont 2, 266.91 | 8, 885. 26 25, 572. 65 ro 32 | 94,115.14 
Profit from sale of securities_.....-- aac as 2, 915. 68 . Sade 2, 915. 68 
bhidihiilipinenlhsti ties vee } | ; 
Gross income..............-...-- 2,2 266.91 | 8, 885. 26 97, 030. 82 
Deduct: Ne: 4 } ies ; iis ‘ | _ “> . 
Premium amortized. | 5,098.06 | 2,614.47 | 7, 707. 53 
Other deductions... - - 335. 50 | | 335. 50 


TAME Gs ost oie LbCL 2s bue e 1,340. 66 | “3, 596. 47 | 8222.00 |” 18, 841. 36 | _ 32,000. 58 
Total deductions..._____-.-__-_.| 1, 340, 66) 3, 56, 47 13, 650.65 | 21,455.83 | 40, 043. él 





Net income from securities......-| 926, 25 ie 288, 79 wT 837. 68 | ~ 35, 934.49 | 86, 987. 2 21 


Tulsa, Okla., May 14, 1947. 
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AveustT 7, 1952. 
Mr. R. EB. NEtson, Jr. 
Standard Oil Co, (Indiana), 
Chicago, Ill. 
Dear Mr. NELSON: You asked about the effect of second amended returns 
filed under the consent decree. The following tabulation shows the amount of 
restricted earnings released for the years 1942 to 1950, inclusive. 


Excess earnings reported used for— Original 2d amended Earnings 

returns returns released 
Constructing common-carrier facilities. _.............-- $1, 594, 448. 93 $354, 992. 89 $1, 239, 456. 04 
Retiring outstanding debt..........-...-...c.0----s-s- 570, 376. 90 SIE SAI Li ws ttn marieats beep aoe 
Dota) encempeammings. . ...... 52.2.2. -25604.......- 2, 164, 825. 83 925, 369. 79 1, 239, 456. 04 


Undeclared dividends. __.......-.-------------------s0+ BFP BOGE besinvicnceasnoses 3, 774, 010. 61 


Prior to filing the amended returns, we maintained two categories of ear- 
marked earnings. One was an excess earnings account for amounts earned in 
excess of 7 percent of maximum valuations; and the other was an undeclared 
dividend account for amounts earned in excess of a minimum valuation but 
less than the maximum valuation. The excess earnings were reported as being 
used for retirement of debt outstanding at the entry of the decree and for the 
construction of common-carrier facilities. The undeclared dividend amounts 
were reported as earned and permitted to be paid but withheld. 

The second amended returns clarified the amount of valuation, thus reducing 
the amount of excess earnings and permitting a reclassification of funds used, 
so that $1,239,456 of property was included in the valuation used as an earning 
base while only $354,992.89 remained as excess earnings. The second amended 
returns removed the doubts from which the undeclared dividend account arose, 
and the result was abandonment of the undeclared dividend account and the 
commingling of these funds with the general funds of the company. 

The violation of the decree, which would give rise to treble penalties, is the 
payment of dividends in excess of 7 percent of valuation. Service Pipe Line Co. 
has not paid dividends in excess of 7 percent of valuation. Excess earnings used 
for constructing common-carrier facilities and payment of debt accrued in 1942 
and 1948. Earnings for years 1944 to 1951, inclusive, have been less than 7 
percent. Earnings on the 5-year forecast through 1956 are less than 7 percent. 

Yours very truly, 
J. L. BURKE. 


Service Pree LINE Co., 
Tulsa, Okla., December 238, 1954. 
Memorandum. 
Mr. J. L. BURKE: 


You asked about the payment of dividends from reserves or surplus in addi- 
tion to payment of current profits. This question was raised at the last meeting 
in Chicago on the 5-year forecast. 

The question refers to the disposition of the unappropriated surplus at De- 
cember 31, 1953, of $5,719,799. The sources of these earnings are: 


Surplus earned prior to consent decree as of Jan. 1, 1942_.________ $1, 081, 298 
Earned after 1941 and permitted to be paid but withheld; payment 

ECOG CG RELY RENE, SEDER OEE ch me miseneecininmentamadnain 4, 017, 730 
Income from other than transportation service (interest, rentals, 

DO ic a ne acme aici 620, 771 


Of the $4,017,730 earned within the 7 percent, we have paid $671,000 as a 
dividend this year, representing an insufficient dividend of profits in 1953. Also, 
it is estimated that $101,615 of earnings in 1942 and in 1943 would not be 
eligible for payment if pro rata valuations were eliminated from our reports to 
the Attorney General. After making these two deductions, $3,245,098 can be 
paid as a dividend at any time, so long as the funds are in our working capital. 

The 5-year forecast shows earnings less than 7 percent of the valuation by a 
margin sufficient to pay the $1,081,298 and $620,771, totaling $1,702,069. 

We can pay dividends in excess of current profits up to $4,947,167 by depleting 
working capital an equivalent amount. Maine corporations cannot pay divi- 
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dends except from earned income, and it is likely that appropriated and un- 
appropriated surplus amounts would be determined in the same manner as for 
consent-decree purposes. Therefore, some cushion is needed for the difference 
between the cash dividends paid in a calendar year and the net income that is 
not determinable until early in the succeeding year. 

J. L. SHOEMAKER. 


SERVICE PrPe LINE Co., 
Tulsa, Okla., January 19, 1955. 
Memorandum. 
Mr. J. L. BURKE: 


On Friday, January 14, Mr. Swearingen talked to me about my memorandum 
to you of December 23, in which I said we could pay dividends in excess of 
current profits up to $4,947,167 by depleting. working capital an equivalent 
amount, 

Mr. Swearingen was concerned about the payment of about $2,700,000 to 
Serviee Pipe Line Co. for pipelines, which would become additional money frozen 
in the pipeline company. He asked about our declaring these lines as a property 
dividend when they were transferred to Standard Oil Co. 

I recommended that they be sold for cash so as to establish the value to 
Standard Oil Co. for income-tax depreciation purposes in the event we later file 
separate tax returns. We could use this cash to pay a dividend in liquidation 
of our unappropriated surplus. I further recommended that we not pay the 
entire available surplus of $4,947,167, but retain a cushion of about $1 million 
for paying future dividends against anticipated profits, 

I suggested that as a practical matter it would not make a great deal of 
difference to Standard Oil Co. whether they directly invested $2,750,000 in their 
own products pipelines, or indirectly invested it by a purehase of the Service Pipe 
Line Co. facilities. 

J. L. SHOEMAKER, 


MCAFEE, GROSSMAN, TAPLIN, HANNING, NEWCOMER & HAZLETT, 
Cleveland, July 1, 1952. 
Re the Standard Oil Co. Elkins Act case. 
Mr. THomas E. SUNDERLAND, 
General Counsel, Standard Oil Co., 
910 South Michigan Avenue, Chicago, Ill. 


Dear Tom: Mr. Burke, president of your Service Pipe Line Co., and my partner, 
M. E. Newcomer, have been recently corresponding with respect to the meaning 
and effect of certain provisions of the so-called pipeline consent decree. Among 
other things discussed by them was the matter of payment of a debt by a pipeline 
company to its shipper-owner. 

For the last 2 or 3 years we have been paying off Sohio Pipe Line’s debt to 
the parent company incurred prior to the delivery of the decree and resulting 
from money borrowed and expended for the construction of portions of the com- 
pany’s pipeline system. 

Our April report filed last April to the Attorney General of the United States 
showed a substantial payment of a debt of this nature. 

Sohio Pipe Line Co. received a letter recently from the Attorney General’s 
office calling attention to the payment and stating that, in their opinion, it was 
prohibited by the terms and provisions of the decree since it was made from 
restricted surplus earnings in excess of 7 percent of the ICC valuation of the 
company. 

At my suggestion, Sohio Pipe Line Co. has recently written the Attorney 
General’s Office to the effect that it disagrees entirely with the interpretation 
placed on the decree by the Attorney General and enclosing a copy of an opinion 
regarding this phase of the decree which I recently wrote. 

I thought you would be interested in receiving a copy of the opinion, which 
possibly you would like to pass on to Burke, and I am accordingly enclosing a 
copy herewith. 

Very truly yours, 
Bu. 


98505—57—pt. 1, vol. 1——-25 
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McAFEE, GROSSMAN, TAPLIN, HANNING, NEWCOMER & HAZLETT, 
Cleveland, June 21, 1952. 
Re the Standard Oil Co., Elkins Act consent decree. 
Sono Prree LINE Co., 
Midland Building, Cleveland, Ohio. 


Dear Sirs: This will acknowledge receipt of yours of May 22, 1952, enclosing 
copy of a letter from the Department of Justice, dated May 2, 1952, commenting 
on the annual report filed by your company with the Attorney General of the 
United States for the year 1951, as required by paragraph III of the final judg- 
ment entered in the case of U. S. v. The Atlantic Refining Company et al., civil 
action No. 14060. 

The letter from the Department of Justice which is signed by H. G. Morison, 
Assistant Attorney General, calls attention to the fact that the report shows 
that your company in 1951 paid to your parent company, the Standard Oil Co. 
(a shipper-owner, as defined in said judgment) the sum of $139,597 from your 
restricted surplus earnings upon the principal and interest of a note of your 
company to the Standard Oil Co. evidencing a loan to your company made 
prior to the entry of the above judgment. the proceeds of which were used for 
construction of certain of your carrier property. After making this comment, 
the letter of the Department of Justice sets forth the following interpretation 
of the above judgment: 

“We have taken the view that paragraph V of the judgment does not permit 
payment, from restricted surplus, of indebtedness owed to the shipper-owner 
at the time of the entry of the judgment.” 

We wish to advise you that we disagree most emphatically with the above 
interpretation of paragraph V of the judgment. The portion of paragraph V 
dealing with the disposition which may be made of restricted surplus provides 
as follows: 

“The excess earnings thus transferred to the surplus account may be used by 
the defendant common carrier * * * for retiring of any debt outstanding at the 
time of the entry of this judgment and decree, provided, however, that such 
debt or refunded debt was originally incurred for the purpose of, and the pro- 
ceeds thereof expended in, constructing or acquiring common carrier property.” 
[Emphasis ours. ] 

We do not see how permission could be given to do what you have done in 
the way of paying off a debt to your parent company in any clearer language, 
and our interpretation was generally accepted at the time the judgment was 
entered. Our Mr. McAfee participated in the discussions among the lawyers 
for the defendants at the time the entry of the judgment was under discussion. 
He recalis that it was assumed by all the defendants and their lawyers at that 
time that the above quoted language of the judgment meant exactly what it 
said, i. e., that any debt of the type described in the judgment could be retired 
from restricted surplus whether owing to a shipper-owner or to a third party, 
and he has reason also to believe that such an interpretation was concurred in 
by the Attorney General’s Office at that time. 

It has recently been contended by the Attorney General’s Office, perhaps not 
too seriously, that the clear and unqualified permission to retire a debt of the 
proper character from restricted surplus conferred by paragraph V of the 
judgment is somehow qualified. by the provisions of the preceding paragraph 
Ill of the judgment so as to prohibit the payment of such indebtedness to a 
shipper-owner, although permitting it to third parties. 

Paragraph III prohibits payments by a carrier of earnings, dividends, sums 
of money or other valuable considerations derived from transportation to a 
shipper-owner in any year in an amount in excess of 7 percent of the carriér’s 
latest I. C. C. valuation. We understand that it is urged by the Attorney Gen- 
eral’s Office that this is a flat prohibition of any and all payments to a shipper- 
owner in excess of the 7-percent limitation, regardless of their character. 
Even if so, it seems clear that the subsequent conflicting provisions of para- 
graph V would control under ordinary rules of construction of documents. It 
would be ridiculous, however, in our opinion, to interpret paragraph III to 
prohibit all types of payments made by a carrier to its shipper-owner in excess 
of 7 percent of its I. C. C. valuation. For example, if the carrier purchased 
supplies from its shipper-owner, it could hardly be seriously contended that 
the judgment prohibited the carrier from paying for the supplies, if by so 
doing it exceeded the 7-percent limitation. 

Obviously, the kind of payment prohibited by paragraph III, if in excess of the 
7-percent limitation, was the kind of payment which might be construed under 





| 
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certain circumstances to be in substance, though perhaps not in form, a rebate 
to the shipper-owner and, therefore, prohibited by the Elkins Act. That the 
framers of the judgment must have accepted this interpretation is demonstrated 
by the provisions of paragraph III granting permission to a carrier to make pay- 
ments up to the 7-percent limitation ‘insofar as the Interstate Commerce and 
Elkins Acts are concerned.” Of course, it would not have been necessary to 
grant such immunity except for payments which otherwise might be deemed to 
be violations of one or both of these acts. 

It seems clear that the type of payments limited to 7 percent of the carrier’s 
valuation referred to in paragraph III are payments by a carrier to its shipper- 
owner, such as dividends, made without any consideraiton, past or present, or 
for inadequate consideration, and for this reason possibly indirect rebates. The 
payment of a legitimate debt by a carrier to its shipper-owner would, of course, 
not fall within this category and, like payments made by a carrier to its shipper- 
owner of the purchase price of goods or supplies bought from the shipper-owner, 
would not fall within the prohibition of this paragraph. 

Since paragraph V of the judgment clearly permits the reported payment made 
by your company to the Standard Oil Co. on its indebtedness, and since payments 
of a legitimate indebtedness by a common carrier to its shipper-owner are not 
contemplated, prohibited, or limited by paragraph III of the judgment, we are of 
the opinion that such payment was not in violation of any of the terms of the 
judgment. We suggest that you so advise the Attorney General’s office. 

Very truly yours, 
McAFEE, GROSSMAN, TAPLIN, HANNING, 
NEWCOMER & HAZLETT, 
By 








STANDARD Orn Co. (INDIANA), 
Chicago, I1l., July 11, 1952. 
Mr. J. L. BURKE, 
President, Service Pipe Line Co., Service Pipe Line Building, 
119 Hast Sixth Street, Tulsa, Okla. 

Dear Lee: Mr. William A. McAfee, a Cleveland lawyer who is also a director 
and general counsel of the Standard Oil Co. (Ohio), has written me a letter 
under date of July 1, 1952, enclosing an opinion of his firm to Sohio Pipe Line 
Co., on the matter of payment of a debt by a pipeline company to its shipper-owner 
under the Elkins Act consent decree. 

Knowing that you would be interested in a copy of the opinion as well as the 
covering letter, I am enclosing herewith a copy of both. 

I have not had a chance to read the McAfee opinion as yet but intend to do so 
at an early opportunity. 

Kindest personal regards. 

Sincerely yours, 
Tuomas E. SUNDERLAND. 


Marca 31, 1953. 
Mr. R. E. NELSON, Jr., 
Standard Oil Co., Chicago, Ill. 

Dear Mr. Netson: We have previously filed reports with the Attorney General 
under the consent decree for years 1949, 1950, and 1951. These reports showed 
valuations computed using the latest ICC valuation (December 31, 1947) and 
bringing it down to date in accordance with Mr. Bergson’s letter of September 
14, 1950. 

On October 2, 1952, the ICC found valuations as of December 31, 1948, 
1949, and 1950. These valuations should be used to amend the reports filed with 
the Attorney General. 

Attached are suggested reports for the years 1949, 1950, and 1951, amended 
to show the latest ICC valuations. The amended reports adjust the ICC 
figures for pro rata additions and retirements that affect earnings in the year 
of each report. The effects of the amendments are Shown in the following 
tabulation : 
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Year of report 

















1949 1950 1951 
| i 
—_—-— —} — | ——- —- 
Valuation: 
Om@iei oo) 2s. Siecle le ec] SIGE, 208. B37 | $164; 448, 474 $169, 199, 574 
I ih ccnciandid- Uibiveddeteaan = tedirete sen-se---n-+---} 161, 803, 200 | 161, 382, 338 | 160, 955, 278 
regretting eenceetegs figeeentpenneaneegeninn fl emecennsete — 
GEPUNUEEEEN.. S2ae Mies. ue Web ccdcaschuncusce a 3, 408, 337 3, 066, 141 8, 244, 206 
7 percent of valuation: | Beobigih uh Hola Tail 
la ila cla : 11, 564, 458 11, 511, 393 11, 843, 970 
PUIIEOL Sd. 20k Seles See ow cc chotwacecccs luce d 11, 326, 224 11, 296, 763 11, 266, 869 
—— 2 | eee eeeeemepneenemeinsianee 
— eesahe if atndba aed aati ds) 238, 234 214, 630 577, 101 
Total earings.............22...222..2-..--..----------| 5, 510,747 | 9, 853,938 | _10, 248, 319 
Earnings less than 7 percent: 
TO .nttesavennn ack speieerees ovetenudas awit 6, 053, 711 1, 657, 455 1, 505, 651 





TUN ee nn een y 5, 815, 477 1, 442, 825 1, 018, 550 


Copies of the amended report are attached for the use of Messrs. Prior, 
Sunderland, and McNulty. We would appreciate your suggestions before filing. 
Yours truly, 
J. L. BuRKE. 
Service Pree LINE Co. 


Amended report to the Attorney General of the United States for calendar 
year 1949 (required by final judgment in civil action No. 14060) 








Line 
No. 
1. Latest final valuation made by the ICC__.._..._.......- $161, 803, 200 
2. Add value of additions and betterments to common-carrier property made after date of 
such latest final valuation, valued for the year in which completed. -.-_........___...- ‘ None 
3. Sum of above items_- E : 161, 803, 200 
4. Less appropriate deductions for physical depreciation and retirements... us ctik sl None 
5. Total valuation. -_--.._.._- ... 161, 893, 200 
6. Less value of common-carrier facilities acquired through investment of excess earnings .__- None 
7. VU NO Br GTS BI cede sen cnn ccccenvatnathdeenenerassnedecaenndét 161, 803, 200 
8. 7 percent of that valuation. -._- t x “11, 328, 2: 224 
9. Earnings derived from transportation ‘and other common-carrier services: Line 
9, schedule No. 302, annual report form P_.........-....-...-..-. SST anidkalnes $6, 925, 595 
Add or deduct: 
Schedule Line 
No. No. 
302 26 Miscellaneous income charges. .----.....-....- $5, 275 
302 27 Bad dehts.-. 1, 999 
302 33 Interest on “delinquent ‘and deficient tax 
IR ceils, snenwebindn cept canadien 19, 897 
302 35 Interest on loans- age = — YC; 
360 2 Credit for retired carrier property - ; 32 
360 7-8 Miscellaneous credits_..-- --- eer 1, 875 
360 11 Debits from retired carrier property eb hstd 195 
360 16-17 Miscellaneous debits.____---- 5,013 
345 7 Interest on year 1943 Federal income- tax over- 
EINES Ee ee ae a AL 181 
—_ — A 414, 348 
Total earnings available for distribution to stockholders. ______..___-. 5, 510, 747 
10. Earnings less than 7 percent of valuation carried forward for next succeeding 3 years, as 
provided in subpar. IIT (d) (line 8 less line 9)... ...-. nnn deal bist aw dhe etic invent 5, 815, 477 
11. Payments to all stockholders. None 


12. Earned and permitted to be paid this year. but invested in common-earrier facilities in- 
cluded in the valuation in accordance with subpar. LII (c) (i and ii) - iahsveetiodit 5, 510, 747 
13. Amounts transferred to surplus retained pursuant to par. V (see ee 75 


Note.—Amounts transferred to surplus (line 13) are net interest income on investment of excess earnings 
retained in prior years. 


Mar. 23, 1958, Tulsa, Okla. 
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Report to the Attorney General of the United States for the calendar year 


1950 (civil action No. 14060) 








Line 
No. 
1. Latest final valuation made by the ICC_____._..---.----.4,.+»--.- as 5 PO 735, 400 
2. Add value of additions and betterments to common-carrier property made after date i 
such latest final valuation, valued for the year in which eompleted-_...........<-.-.--.- None 
3. Sum of above items_ - __- eve vem bit. IAAI "161, ~ 400 
4. Less appropriate deductions for phy ‘sical depreciation and retirements...........-------=- None 
5. Total Palate. bid lo 455 spe abtecs ptsics -dcb sonknsesd bebe <hadee cheese 161, 735, 400 
6. Less value of common-carrier facilities acquired through investment of excess earnings. - . - - 353, 067 
7. Veiuation weed’ es Gereineh DOU «nnn -< nccesendnnere Sbbeeneeennennea arses 161, 382, 333 
= 
8. 7 percent of that valuation - - di Linecyostiatind WE NS 
¥. Earnings derived from transportation. or other common carrier services: "Line 9, 
schedule No. 302, annual report, form P---........---.-....-----------.---.- $11, 040, 834 
Add or deduct: 
Schedule Line 
No, No. 
302 26 Miscellaneous income charges. -......-..-.-. $20,770 
302 ee ee atthe etty Senecio eine 
302 20 Miscellaneous income--_-_-_.............--.-.- y+ 
360 2 Miscellaneous credits... ....-....-....--..-: 156 
360 5-6-7 Debits from retired carrier property__....... 2, 852 
360 11-12 Miscellaneous debits............--..-....--- 3, 609 
302 at Lk eRe RB: 1, 158, 405 
302 33 Interest on delinquent and deficient tax pay- 
Pp scidctinncpluraa ratcucmhmindevaaomed 552 
1, 186, 806 
‘Yotal earnings available for distribution to soppelins Wek, >-pncemalerangs oetannaieeaianeaaaiel 9, 853, 938 
10. Earnings less than 7 percent of valuation carried forward for next succeeding 3 years, as 
provided in subpar. ITI (d) (line 8 Jess line 9)_....--....--2--- 2 ee eee eee 1, 442, 825: 
11. Payments to all stockholders. -_._ engi EES a5 4, 234, 849 
12. Earned and oe to be paid this year ‘but invested in common carrier facilities in- 
cluded in the valuation in accordance with subpar. III © Gone &). soca biciess-i. 5, 089 
13. Amounts transferred to surplus retained pursuant to par. V_...........---4------.--.---< None 
Mar. 23, 1953, Tulsa, Okla. 
Amended report to the Attorney General of the United States for the 
calendar year 1951 (civil action No. 14060) 
Line 
No. 
Ae GAGE SEEN VEINS MROIED DF UND FOU. 0 cnacinenn'nscb@acen<itenenbeseuiatinceduamanen $160, 709, 500 
2. Add value of additions and betterments to common-carrier property made after date of 
such latest final valuation, valued for the year in which completed................---- 777, 203 
3. Sum OF aoe MGs... 5 iis 5p na hing 6665 os 5 65 bb eo ebe nn lbs 161, 486, 703 
4. Less appropriate deductions for physical depreciation and retirements.............----.- 78, 
5. I, TI ier inh ts pi duminsibuldebeteaine deme daialhet dae 161, 308, 345 
6. Less value of common-carrier facilities acquired through investment of excess earnings... 353, 
7. eg Dent ees eee OE 160, 955, 278 
aaSS—SeO— = 
8. 7 percent of that valuation... __- . obey cE  d.inpiliiedtnastae 11, 266, 869 
9. Earnings derived from transports ation or other common-carrier services: Line 
9, schedule No. 302, Annual Report Form P_........-........--.-------.- $11, 258, 893 
Add or deduct: 
Schedule Line 
No. No. 
302 26 Miscellaneous income charges.............. ...--. $8, 853 
302 27 Bad debts_- taining cilities nhilpel ape sbetbiibaed { Pe 
360 2-4 Debits from retired carrier PRVGEED 2 2. c tino cncee 908 
380 8 Miscellaneous debits._...................---.--.. 100 
302 32 Interest on long-term debt. _- 989, 589 
302 33 Interest on delinquent and decfi ‘ient tax payments. 403 
302 34 Amortization of discount on funded debt----.-- 2 , 504 
—— 1,010, 574 
Total earnings available for distribution to stockholders___..-- 10, 248, 319 
10. Earnings less than 7 percent of valuation carried forward for next succeeding 3 years, 
as provided in subpar. III (d) (line 8 less line 9)_.............-.-.---....---+------.--- 1, 018, 550 
11. Payments to all stockholders__ -._- ee 1, 759, 558 
12. Earned and permitted to be paid this year ‘but invested in common-carrier facilities 
included in the valuation in accordance with subpar. III {¢) a and ii) 8, 488, 761 
13. Amounts transferred to surplus retained pursuant to par. al.adgu None 


Mar. 23, 19538, Tulsa, Okla, 
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Mr. Keatrne. I have a question at this point. Judge Hansen, I 
want to put a few things in perspective here if I can. You took 
office on what date ? 

Mr. Hansen. July 13, 1956. 

Mr. Keating. Now this decree in this case was entered in 1941. 

Mr. Hansen. Correct. 

Mr. Kzattne. And over the period from 1941 up until Judge 
Barnes’ year, your immediate predecessor in 1953 or 1954, there was 
no proceeding brought by the Department of Justice whatever to 
enforce the provisions of this decree, am I correct ? 

Mr. Hansen. That is correct. 

Mr. Kearttne. There were one or two FBI investigations 
apparently. 

Mr. Hansen. At least two. 

Mr. Keatine. When Judge Barnes took over, there was another 
FBI investigation, am I correct? 

Mr. Hansen. That is correct. I beg your pardon. That FBI in- 
vestigation was storted prior to Judge Barnes coming in. 

Mr. Keatine. Was it completed while he was acting as the Assist- 
ant Attorney General ? 

Mr. Kireore. Mr. Keating, I have stated that I would give the com- 
mittee if I can the dates of the FBI investigations that were started 
previously. I don’t have them at hand right at the moment. 

Mr. Keating. Judge Barnes, when he took over, did order, am I 
correct, a complete survey of this entire question of enforcement? 

Mr. Hansen. And study of it as our records indicate by the Judg- 
ment Department and by his assistants, and that that study was 
under way at the time I came in. 

Mr. Kerarine. That study was underway when you took office on 
July 13, 1956? 

Mr. Hansen. Yes, sir. 

Mr. Keattne. And in 1956 and considerably prior to April 1957 
when this committee staff talked to some of your people, a draft com- 
plaint had been drawn up or just what was the situation ? 

Mr. Hansen. A staff memorandum—I first took action in Sep- 
tember of 1956 when I directed that the then acting first assistant 
and the then acting second assistant take the matter in charge and 
bring it to a head and make recommendations concerning that and 
verify any facts that were not yet verified. 

Mr. Keatrna. In other words, 2 months after you took office you 
gave directions that it be brought to a head. 

Mr. Hansen. Yes, sir. 

Mr. Keating. And then this year you have brought some actions 
for the enforcement of the decree ? 

Mr. Hansen. I brought four of them. 

Mr. Keratrne. And you have other proceedings under contempla- 
tion ? 

Mr. Hansen. Yes, sir. 

Mr. Kratine. Study? 

Mr. Hansen. Yes, sir; and the matters that are involved in these 
four actions may also be applicable to other defendants. 

Mr. Keratine. And this is the first action taken under this 1941 
decree, am I correct? 

Mr. Hansen. First legal action taken. 
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Mr. Keatrne. First legal action. 

Mr. Hansen. Yes, sir. 

Mr. Keratine. And it involves many questions including the inter- 
pretation of the 1941 decree, or at least that is incidental. 

Mr. Hansen. Yes, sir; and there are different questions in each of 
the four which we feel are important areas that should be determined. 

Mr. Keatinea. I just wanted to get that record straight, and I com- 
mend you for the forthright and forceful manner in which you have 
proceeded since taking office. 

Mr. Hansen. Thank you. 

The Cuarrman. Let’s get the other side of the issue. Reports were 
filed by these companies in 1953, 1954, 1955, 1956, and 1957; is that 
right, Judge? 

Mr. Hansen. That is my understanding, yes, sir. 

The Cuarrman. And original reports were filed and supplemental 
or amended reports were filed in some of these cases ? 

Mr. Hansen. During those years I am not certain there were any 
amended ones, no. 

The Cuatrman. Reports were filed in those years, is that right, Mr. 
Kilgore ¢ 

Mr. Hansen. Yes, sir. 

Mr. Kizcore. Yes. 

The Cuarrman. And Judge Barnes assumed office in April of 1953, 
is that correct ? 

Mr. Hansen. I know it was early in 1953. I am not certain of the 
date but I think April was probably the date. 

The Cuarrman. You assumed office in July 1956? 

Mr. Hansen. Yes, sir. 

The Cuarrman. And recommendations were made in 1955, I think 
Mr. Karsted stated, with reference to these proceedings, that ac- 
tion be taken in August 1955. 

Mr. Hansen. That was the submission of a program to be followed 
in these matters. 

The Cuarrman. They were recommendations ? 

Mr. Hansen. That is correct. 

Mr. Krigore. Mr. Chairman, may I set the record straight on that? 
What we were trying to do was to get authority to file a single pro- 
ceeding, but at the same time without asking the Assistant Attorney 
General to approve or disapprove, we set forth various problems aris- 
ing under the judgment which we wanted the green light to go ahead 
Oh. 

The Cuarmrman. You alerted your superiors as to certain problems, 
put it that way, and that was in August of 1955, and when questions 
were propounded to you as late as April 10, 1957, you had stated 
that no word had been received, that no action had been taken, that 
no answer had been given, no decision had been made. 

Mr. Kucore. No sir, I have testified, sir, that I had received word 
from Mr. Kirkpatrick that he approved two supplementary proceed- 
ings which were among those which I had included previously in the 
program. 

The Cuatrman. But by April 10, 1957, when this conversation was 
had with you, there had been no action taken, no formal action by 
the Department ? 
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Mr. Hansen. You mean legal action ? 

The CHatrMan. Legal action. 

Mr. Kizcore. It has never been filed in court, sir. 

The CHarrman,. Was any action taken in the courts? 

Mr. Knore. No, sir, nothing had been filed in court because we 
were waiting trying to get authority to go ahead on the entire pro- 
ceedings. 

The Cuamman. And the proceedings in the courts were taken in 
October of this year, 1957. 

Mr. Kireéore. That is correct. 

The Cuarmman. So despite the fact that you have made recom- 
mendations in August 1955, despite the fact that you alerted your 
superiors to certain problems, no formal proceedings were taken 
in the courts until October 1957, which incidentally was after the 
investigation by this committee got started. 

Mr. Krrcore. Mr. Chairman, may I make one statement on that? 

I think the record should show that I have been in the Antitrust 
Division for something over 10 years now, and I know from past 
experience that matters as complex and as important as this, you 
cannot work them up overnight. You are not authorized, lightly 
authorized, to take action in court on these matters. I do not con- 
sider it at all that there had been any undue delay in passing upon 
the recommendation that we submitted. 

Mr. Kratinc. You have been there 10 years. 

Mr. Kireore. Yes, sir. 

Mr. Keattne. Has there been more activity the last 5 or the first 5 
in this field ? 

The Cuarrmman. That question is irrelevant. 

Mr. Kreative. I think it is very material. 

The Cuatrman. The question is out of order. 

Mr. Kratrnc. Iam entitled to make a statement. 

The Cuarrman. No, you are not, not that question. 

Mr. Keatine. I am going to make it anyway. You charged the 
head of the Antitrust Division in so many words with not handling 
his job properly. 

The Cuartrman. I did not say that at all. This man is a subordi- 
nate and is not under any accusation from me at all, none whatsoever. 

Mr. Keattna. You have accused the head of the department of not 
doing his job the way he should. 

The Cuamman. I am not accusing anybody. You accused maybe, 
I didn’t accuse. 

Mr. Keatine. You have charged him in so many words in the rec- 
ord today. 

The Cuatrrman. Who? 

Mr. Keatine. Judge Hansen, the head of the Antitrust Division, 
and you have stated it in the record today. 

The Cuamman. I carried it on the record from the time you left it. 
You only carried it on until 1952, I think, or 1953, I simply carried 
it on. 

We will adjourn the meeting and we will meet tomorrow morning 
at 10 o’clock. 

Mr. Kratine. The meeting is not adjourned until I have completed 
my statement. 
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The Cratrman. I will be courteous to the gentleman, but ask him 
to be very brief becouse if there are vituperative remarks, I will 
have to adjourn the meeting. 

Mr. Keatine. The chairman has produced here a witness in the 
person of one of the assistants in the Antitrust Division in an effort 
to show that the Antitrust Division has not properly handled these 
oil cases in this consent decree. 

I am asking him what I consider a legitimate question, whether 
there has been more activity in this field in the last 5 years than 
in the 5 preceding? 

[ think it is a perfectly proper question. I think it is perfectly 
obvious what the answer is but if the chairman objects to the question 
being asked I will have to abide by the ruling. 

The CHatrman. Because that will give rise to a lot of other ques- 
tions which I could ask and I don’t want to prolong the hearing and 
the question is out of order. 

Mr. Chaffetz ? 


TESTIMONY OF HAMMOND E. CHAFFETZ, SERVICE PIPE LINE CO. 


Mr. Cuarrerz. Mr. Chairman, may I make a very brief statement ? 
I am Hammond E. Chaffetz representing the Service Pipe Line Co. 
We are in the awkward position here of being tried in a verbal contest 
between the members of the committee and the Department of Justice. 

The Cuatrrman. You are a witness on Thursday. 

Mr. Cuarretz. Yes; I want to say this, Thursday is 48 hours from 
now and there were a lot of implications this afternoon, imputations, 
characterization of our documents which we have freely and volun- 
tarily handed to you. 

The Cuarrman. What was that last, Mr. Chaffetz? 

Mr. Cuarrerz. Documents which we freely handed to your com- 
mittee. I think I am repeating what you yourself have said. All 
I want to say is I hope the members of the committee will reserve 
judgment and I hope the public, too, about these imputations, char- 
acterizations, statements about the way we carried on our activities and 
our books. We disagree very heartily and strongly with some of the 
language used and observations made and particularly characterization 
of our records. 

The CoarrMan. We will let you testify on Thursday. 

Mr. Cuarretz. I just want the record to show that we make that 
objection and we ask you to reserve judgment until Thursday. Thank 
you, sir. 

The Cuarrman. We will now adjourn and meet tomorrow morning 
at 10 o’clock when we will hear witnesses from the Interstate Com- 
merce Commission. 

(Whereupon, at 4:10 o’clock the hearing was recessed to reconvene 
at 10 a.m., Wednesday, October 23, 1957.) — 


REPORTS TO THE ATTORNEY GENERAL 


STANOLIND Pipe LINE Co., 
Tulsa, Okla., April 9, 1943. 


The honorable the ATTroRNEY GENERAL of the UNITED STATEs, 
Washington, D. O. 


Dear Sir: Under the provisions of the final judgment in the case of United 
States of America v. The Atlantic Refining Company, et al., civil action No. 
14060, District Court of the United States for the District of Columbia, dated 
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December 23, 1941, and known as the Pipe Line or Elkins Act decree, this 
company is obliged, among other things, to limit payment of dividends to 
shipper-owners and also to report to the Attorney General of the United States, 
on or before April 15 of each year, certain information with respect to the 
valuation of its properties, as used by it in applying its dividend limitation 
and its retained or frozen surplus, if any. 

Therefore, we submit herewith a statement consisting of two pages containing 
the information which Stanolind Pipe Line Co. is obliged to file with you in 
compliance with said judgment. 

Acknowledgment would be appreciated. 

Yours very truly, 
STANOLIND Pree LINE Co., 
By B. P. Srsoie, 
President. 
STANOLIND Pree LINE Co. 


Report to the Attorney General of the United States for the calendar year 
1942 (civil action No. 14060) 


i —" valuation of property owned and used for common carrier payee as of Jan. 1, 
, 393, 994 
, 437, 580 


2 


2. 2. Tpercs nt of valuation of common carrier property _- ss Dias daaelh ccalcs Giitia thd siabrette tietan nielipia taba kien 
ee derived from transportation and other common carrier services 
(line No. 9, schedule No. 302, annual report form P)-_........- idamodese. See ae 
Deduct: 
Schedule Line 
No. No. 


26 Miscellaneous income charges... ...............--- $2, 133 
30 Interest on long-term debt-_.-.......-...-...----- 8, 544 
31 Interest on unfunded debt---_.............-..--.-- 39, 790 
Debits from retired carrier property...........--.-- 72 
DIE occ tabaccsasescusscae dese 6, 141 
Miscellaneous credits... ...............--.-----..- (61) 






SESks5 








4. Excess earnings to be transferred to surplus (line 3 less lime 2)................-.------------ 1, 449, 092 
5, Excess earnings used under par. V: 
(a) Extending existing or constructing or acquiring new common-car- 
wipes 3. - 3 J.id5 i hh SS. Lh None 
(0) Maintaining normal and reasonable ‘working capital ‘during the 
current calendar year-. None 
(c) Retiring debt outstanding Jan. 1, ‘1942, ‘which was incurred for the 
purpose of constructing or acquiring common carrier property __..- None 


a a ia, ane dit eal on nee ee hia wadees Oe eed None 


. Excess earnings retained (line 4 less line 5).................-..--- kaghont ; She 1, 449, 092 
5 Ey CN oe suckin daw piccenkuueddsumpepesscadaqs a - - 4, 073, 050 





ND 


8. Dividends allowable in subsequent years (line 2 less line 7)....-.-.....-- PR Re i Aes 364, 530 
Tulsa, Okla., Apr. 9, 1943. 
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Adjusted valuation of property owned and used for common-carrier purposes 
as Fe Jan, 1, 1942 








Cr GONE, OE OI a, teen AB Bek ta niede céanadcuctigeayécncnnuadaganenuens wera naeen $96, 951, 105 
Deduct: 
Land, original cost a ed : OWI. LA PE $271, 500 
Rights-of-way, original cost. 4 ; é pewsaer ee ijeivemcest Cas 
—————__ 2, 180, 833 
Original cost, less land and rights-of-way -- ; tio. 05 Je Ses On tno 04, 770, 272 
Reproduction cost new, at 1934 period prices_-_--.-.-._~- Pe ee ee se 
Add: 12 percent as trend for 1941 annual prices.....-...........-.--.-....--..-.-.. 10,474, 351 
—_———— 97, 760, 611 
Total original cost and reproduction cost new. -.....---.----.---+-.- -- -.-+--..++-----.-. 192, 530,883 
Average of original cost and reproduction cost new-_-.........-..--.-.-.-..--.--------..-----. 96, 265, 442 
Deduct depreciation: 
Percent of depreciation reproduction cost new ____-._-. _-_..-..------..----+-- $87, 286, 260 
Reproduction cost new, less depreciation to Dec. 31, I ie aN iad ae 52, 381, 675 
Accumulated service life depreciation. _............_-.-----.------..--244:. 34, 904, 585 
Percent of depreciation ($34,904,585+4-$87 , 286 ,260=39. 9886362 otra 
Depreciation ($96,265,442>39.9886362) _ _ ‘ nh orpperotin <tenidmnmhopiencdacinet iii ae 
Average cost less depreciation _.______- = bas decitinde teeta dbnddedeceee -. 57,770,205 
Add: 
Land, present value_... ‘ aca no chmnseS pxendhbdte tdi diet nsntelieses a 106, 784 
Rights-of-way, present value. cocinina pabeshnubameaieSdhetmdiaten- xn 
Working capital __ se adim daawmainepintiod daciannae 766, 878 
Total. rhdbe~wn aetna: ee 
Add: Going contern and other elements of value at 5.61 percent_. sddthrerunsaesaiihen inbmectikanies saan 
Adjusted TINO, oy. ie neon d toed ond) Ge neice $5 beiss ous gen Lb. S. oesue ee 63, 393, 994 
7 percent of adjusted WEIR occ ycoecccycenn soi ean tvererguniieiniiienie celles a 


Tulsa, Okla., Apr. 9, 1943. 


DEPARTMENT OF JUSTICE, 


Washington, D. C., April 13, 19438. 
Mr. B. P. SIBoLe, 


Stanolind Pipe Line Co., Tulsa, Okla. 


Deak Sr: This is to acknowledge receipt of your letter of April 9, 1943, ad- 
dressed to the Attorney General, transmitting report of your company for the 
year 1942, as required by paragraph VIII of the final judgment entered in the 
case of the United States of America y. The Atlantic Refining Company, et al., 
civil action No. 14060. 

We note that for the purposes of computing permissible payments to shipper- 
owners you used an adjusted valuation of $63,393,994. You arrived at this 
suggested valuation by means of the computations set forth on page 2 of the 
report. We wish to raise the question as to whether the adjusted valuation 
used by your company meets the requirements of paragraph III (a) of the judg- 
ment. The decree provides that the latest final valuation as made by the 
Interstate Commerce Commission, adjusted for additions and betterments, de- 
preciation ad retirements, be used as valuation for the purposes of the decree. 
The valuation reports of the Interstate Commerce Commission show that on De- 
cember 4, 1939, the Commission handed down a decision valuing common carrier 
property of Stanolind Pipe Line Co. We believe that such valuation of the Com- 
mission, instead of the valuation computations used by your company, should 
be used as the basis of your report. 

We would also like to know to whom the following payments were made: 
Interest on long-term debt amounting to $8,544, and interest on unfunded debt 
amounting to $39,790. These items have been deducted from net earnings in 
paragraph 8 of your report. 

Very truly yours, 
Tom C. CLARK, 
Assi8tant Attorney General. 
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STANOLIND Pipe LINE Co., 
Tulsa, Okla., April 26, 1943. 
The honorable the ATtoRNEY GENERAL OF THE UNITED STATES, 
Washington, D.C. 

Dear Sire: This will acknowledge your letter of April 13 with respect to our 
letter of April 9, transmitting report of Stanolind Pipe Line Co. for the year 
1942, pursuant to the final judgment entered in the case of the United States 
of America v. The Atlantic Refining Company, et al., civil action No. 14060. 

The valuation used for computing permissible payments to shipper-owners 
of Stanolind Pipe Line Co. for the year 1942, was the final valuation made by 
the Interstate Commerce Commission in its decision valuing common-carrier 
property of Stanolind Pipe Line Co. as of December 31, 1934, handed down on 
December 4, 1939, adjusted to January 1, 1942, for additions and betterments, 
physical depreciation and retirements, in accordance with the methods used by 
the Interstate Commerce Commission in bringing valuations down to date as 
required in the decree. 

If you will review the valuation handed down by the Commission on that 
date, you will note that Stanolind Pipe Line Co. property, owned and used for 
common-carrier purposes, was found, as of December 31, 1934, to be $47,150,000 ; 
property owned but not used was $13,345,048. Substantially all of the property 
represented by the $13,345,048 valuation has now been returned to common- 
carrier service. 

For your convenience, we are attaching statement showing values and 
amounts of common-carrier property owned and used, as determined by the 
Interstate Commerce Commission in its decision handed down December 4, 1939, 
adjusted to January 1, 1942, for additions and betterments, physical deprecia- 
tion and retirements. 

With respect to your inquiry as to the identity of recipients of long-term 
debt interest payments and interest payments on unfunded debts, you are ad- 
vised that the item of $8,544, representing interest on long-term debts, was 
paid to the following: 


en Wn Tt I Oh th Ss i nn remem iit $423 
ad eee Ricans ix ci 
a ia cetacean ener ah fo Se saat ivind a 867 


The item of $39,790 representing interest on unfunded debt was paid as 
follows: 


First National Bank, Chicago, Ill, interest on note__.________________ $2, 758 
Collector of internal revenue, interest on additional income taxes and 
Ce ee eee eee ee were che melea ccreemmpencsaremmes 34, 754 


Oklahoma Tax Commission, interest on additional State income taxes__ 2, 278 


These interest payments are deducted from net earnings because they are 
applicable to income derived from transportation or other common-carrier 
services. 

Trusting these explanations will answer your questions, we are, 

Yours very truly, 


STANOLIND Pree LINE C., 
By B. P. Srsore, President. 
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Stanolind Pipe Line Co.—Values and amounts of common carrier property owned 
and used as determined at Dec. 31, 1934, by the Interstate Commerce Commis- 
sion brought down to Jan, 1, 1942 





bo - 1935 to 
1, inclusive 
Dec. 31, 1934, | eet additions Valuation 
valuation || and better- [hrought down 
docket No. | ments retire- |.to date, Jan. 
1245 | ments and 1, 1942 
| physical de- 
preciation 


| 
rte tne indecent tthe 


Original cost, all property __- ‘ es a : : $66, 580, 924 | | $30, 370, 181 


SS Se 












$96, 951, 105 
































Deduct: 
Land, origina] cost. i alae ae a aa 249, 291 22, 299 271, 590 
Ri ghts-of- way, origingl cost 1, 391, 310 517, 983 1, 909, 243 
eeeod ded boidd Sith Stee tinct 
4 640, 601 540, 232 2, 180, 833 
Original cost, less land and rights-of-way - ) ~ 64, 940, 323 | 99) 829, 949 94, 770, 272 
Reproduction cost new, at 1994 prices 4, 374, aaa | 29, 911, 936 87, 286, 260 
Add: 12 percent as trend for 1941 annual WHEE on nn oye ee eae | 10,474,351 10, 474, 351 
57, 374,324 | 40, 386, 287 97, 760, 611 
Total original cost and reproduction cost mew ._.......- ly 122, 314,647 | 70, 216, 236 192, 530, 883 
Average of original eost and reproduction eost new _ ..| 61, 157,324 35, 108, 118 96, 265, 442 
tes Se SSSSSS—_—=—=—N 
Deduct depreciation: 
Percent of depreciation: 
Reproduction cost new - _- [ bed 57, 374, 32@ 2c cee oF 87, 286, 260 
Reproduetion cost new less depreciation. ~-----~++| 40,285,290 |-.--.-~.- 2... 52, 381, 675 
Le nena Sennen EEE REEEEEEREEEEEEEEEEEEeene on - 
Accumulated service life depreciation M eihead LSE Me A 34, 904, 585 
Depreciation. is. i. i665 4-500 sl ts |) PERS | 20, 226, 133 2 38, 495, 237 
SS eee 
Average cost less depreciation... .....-.-.....-.-.-....--..---.- 42, 888, 220 14, 881, 985 57, 770, 205 
Add: | | | 
SR IE EEE 6 it 0d bin <nceenncnxitnaneuabalionen 86, 840 19, 944 | 106, 784 
Rights-of-way, present value......-...-.-------------..--- 1, 012, 724 369, 916 1, 382, 640 
WEEMS GEES 6 geese cecc ccc cecinccbccdsissesiiom 657, 700 | 109, 178 766, 878 
Total... | 44,645,484 | 15, 381, 023 60, 026, 507 
Add: Going concern and other elements of value at 5. 61 per- 
CUB. rect ed BLL Seth chicwanenbseconines= 2, 504, 516 | 862, 971 | 3, 367, 487 
Piel VENNG. «2. c kd decccsisccubtngepbeaihcben) yerbeea 47, 150, 000 | 16, 243, 994 | 63, 393, 994 
es 
i Percent of £ demetaten. 29.872307. 2 Possunt of dennsttihinn | 39.9886362. 


Tulsa, Okla., Apr. 20, 1943. 
DEPARTMENT OF JUSTICE, 
Washington, D. 0., August 23, 1948. 
Mr. B. P.-SIBOLE, 
President, Stanolind Pipe Line Co., 
Tulsa, Okla. 


Dear Srr: With further reference to your report to the Attorney General as of 
April 15, 1943, filed pursuant to the provisions of the final judgment entered in 
the case of United States of America v. The Atlantic Refining Company, et al., 
civil action No. 14060, it is desired that you furnish the Department, as promptly 
as possible, the following information: 

(a) The amount and character of any debt or refunded debt owed to a de- 
fendant shipper-owner, including its subsidiaries and affiliates, outstanding at the 
time of the entry of this judgment ; 
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(b) An analysis of the indebtedness reported in paragraph (a) above, giving 
the date ineurred, the purpose for which it was incurred, and the amount or 
amounts realized from such indebtedness which were expended by your company 
in constructing or acquiring common carrier property ; 

(c) A description of the common carrier property acquired or constructed with 
the funds reported in paragraph (b) above, together with its location and mileage 
and the accounting year in which such properties were constructed or acquired ; 

(d) Disposition of the common carrier property reported in paragraph (c) 
above, in the event such property was not included within the operating common 
earrier property of your company on the date of the entry of final judgment. 
If disposed of, was the property transferred or retired? If transferred, to 
whom was it transferred and what was the consideration received therefor? If 
either transferred or retired, in what accounting period were such transfers or 
retirements made? If retired, in what accounts were realized assets placed, 
and when? 

In reporting the character of the indebtedness as requested in paragraph (a) 
above, it is desired that full details be given as to whether this indebtedness was 
negotiable or nonnegotiable and was classified as funded, open account, advance, 
special deposit, promissory note, loan account, unpaid dividends, residual book 
value, or such other special designations as may have been used. In the event 
any of the above described indebtedness was acquired by the shipper-owner from 
original or successor holders of such indebtedness, please advise the date of such 
acquisition by the shipper-owner and the consideration paid therefor by the 
shipper-owner. 

In the event that during the calendar year 1942 any change whatever occurred 
with regard to the indebtedness reported in answer to the above questions, please 
describe any changes in the character of the indebtedness or identity of the holder 
or holders and state the amounts of payments on the principal and interest, and 
the accounts to which principal and interest payments were charged. 

All of the above information is needed by the Department to properly audit 
the reports filed with it by your company for the calendar year 1942 and suc- 
ceeding years pursuant to the provisions of paragraph VIII of the final judgment. 

Very truly yours, 
Tom C. CLARK, 
Assistant Attorney General. 


STANOLIND PIPE LINE Co., 
Tulsa, Okla., September 10, 1943. 
Mr. Tom C. CLARK, 
Assistant Attorney General of the United States, 
Washington, D.C. 


Dear Sir: Your letter of August 23 refers to our report to the Attorney General 
as of April 15, 1943, filed pursuant to the provisions of the final judgment entered 
in the case of United States of America v. The Atlantic Refining Company, et al., 
civil action No. 14060. You requested additional information which is furnished 
in the following lettered paragraphs: 

(a) There was a debt of $570,376.90 owed to defendant shipper-owner, includ- 
ing its subsidiaries and affiliates, outstanding at the time of the entry of this 
judgment. This debt was an original (not acquired) debt and was classified as a 
long-term debt and reported in our annual form P report in accordance with ICC 
regulations, as nonnegotiable debt to affiliated companies. 

(b) The indebtedness reported in paragraph (@) above is represented by notes 
issued for carrier properties purchased from the following companies: 





Name of company | Date of note Amount 
a esac $m = ; 
ee Ge er ee agasekemwoanananbeh ihtnttbwnecneme ie Le) See 
ND Ecc ccndanutsinnbibanhdabnaseteuadebeunabiensee | Aug. 26, 1941 58, 569. 67 
ee eR ee eee dips scetiemetices <etibonel Ge te neen 28, 188. 09 





| 


I a ras aa A RE ee SE ag 570, 376. 90 





eo 


- 
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(c) The common-carrier properties acquired as the result of the indebtedness 
reported in paragraph (0) above, were operating properties as follows: 


| Accounting year in which 
Location Mileage properties were constructed 
| or acquired 


Gaines County, Tex.: Gathering system in Cedar Lake field | 8. 591 





1941. 
including tankage and pumping equipment. 
Hockley County, Tex.: Gathering system in Slaughter field in- | 14.294 | 1941. 


cluding tankage and pumping equipment. 
Winkler County, Tex.: Gathering system in Winkler field in- 46.678 | Various: About % in 1929 
cluding tankage and pumping equipment. | and % in 1937. 
Lincoln County, Wyo.: Gathering system in LaBarge field and 63.159 | Various: About 34 in 1928 
trunkline to Opal, Wyo., including tankage and other facilities. and about 4 in 1941. 
Converse and Natrona Counties, Wyo.: Gathering system in | 237.638 | Various: Majority of pipe 
Salt Creek field and trunkline to Casper, including connections acquired between 1917 and 
with Stanolind pipeline system at Welch, Wyo. 1923. 
Converse County, Wyo.: T'ank-farm lines and connections 7.599 | Acquired, 1923. 








(d) All of the common-carrier properties shown in paragraph (c) above, were 
included as operating common-carrier properties of this company on the date of 
the entry of the final judgment, except 25.84 miles in the Salt Creek system and 
17.49 miles in the LaBarge system, which were reported as owned but not used on 
reports to the Interstate Commerce Commission. None of the foregoing prop- 
erties have been transferred. Retirements in the year 1942 included 17.613 miles 
in the LaBarge Field and 48.164 miles in the Salt Creek Field. Pipe salvaged 
from these retirements was charged to materials and supplies account 17, or 
investment in carrier property account 1, for such salvaged materials as were 
reused. 

No change occurred with regard to the indebtedness reported in answer to the 
above questions in the year 1942 and no payments were made on principal but the 
following amounts of interest were paid during the year: 


Amount 

Name of company : paid 
eee ee ee eee een eee eee elie tps es mee, Senay $879 
POCRIIOIEME RIAD GB REED, OO 2 ices scents aseenworniannontetiibiaheenl deidiaaea 7, 254 
Standard Ofl Co. (Indiana) ..................... dul es Gaigomics 423 


Interest payments were charged to account 66—Unmatured interest accrued. 
The principal amount of these notes was paid in the calendar year 1943 
together with interest accrued to the date payment was made, 
Yours very truly, 
STANOLIND Pipe LINE Co., 
By B. P. Srsore, President. 


STANOLIND PirPe LINE Co., 
Tulsa, Okla., April 10, 1944. 
The honorable the ATtoRNEY GENERAL OF THE UNITED STATES, 
Washington, D.C. 


Dear Str: Under the provisions of the final judgment in the case of United 
States of America v. The Atlantic Refining Company, et al., civil action No. 
14060, District Ceurt of the United States for the District of Columbia, dated 
December 23, 1941, and known as the Pipe Line or Elkins Act decree, this com- 
pany is obliged, among other things, to limit payment of dividends to shipper- 
owners and also to report to the Attorney General of the United States, on or 
before April 15 of each year, certain information with respect to the valuation of 
its properties, as used by it in applying its dividend limitation and its retained 
or frozen surplus, if any. 

Therefore, we submit herewith a statement consisting of two pages containing 
the information which Stanolind Pipe Line Co. is obliged to file with you in 
compliance with said judgment. 

Acknowledgment would be appreciated. 

Yours very truly, 
STANOLIND Pree Line Co., 
By B. P. Sreore, President. 
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STANOLIND Pire LINE Co. 


Report to the Attorney General of the United States for the calendar year 
1943 (civil action No. 14060) 


4 “eo. valuation of property owned and used for common-carrier purposes as of Jan. 1, 












* 635, 043. 00 
2. 7 percent of valuation of common-cartier property a a 4, 944, 153. 00 






3. Net earnings derived from transportation and other common-carrier services (line No, 9, 
— No. 302, annual report form P)__..-- Lupeeetoebidiers Lc ekcewce | i ENG, SOR OO 
uct: 


Schedule Line 
No. b 















Miscellaneous income charges - - _.. $3, 923. 04 
302 30 Interest on long-term debt... .-_.. .. 1,715.68 
302 31 Interest on unfunded debt - - pina 804. 39 
300 7 Debits from retired carrier prepay ivite.o, BST 
300 9 Miscellaneous debits. ...._. _..-..-. 8 124,48 
300 5 Miscellaneous credits- --_---.-- aa (70. 00) 





—- $15, 756, 06 
——— 5,510, 109.94 












4. Excess earnings to be transferred to surplus (line 3 less line 2) (see note). .........---.---- 565, 656. 94 









5. Excess earnings used under par. V: 
(a) extending existing or constructing or acquiring new common carrier facilities... None 
(6) maintaining normal and reasonable working capital during the current calendar 
Ne etiganiht tide adecebak aticeka= Cece tndsedeas Snel ods Os Sev to se bewabkséas on None 
(ec) retiring debt outstanding Jan. 1, 1942, which was incurred for the purpose of con- 
structing or acquiring common carrier property ........-..-.-....-.----..------ see note 





Townl teem 6.506 Js s atlebbier Adib ated None 


6. Exeess earnings retained (line 4 less line 5) (see note) ed ci ent a eS $565, 656. 94 














7. Dividends actually paid_...............-- $2, 280, 908. 00 
7A. Amount permitted to be paid during 1943 invested in common ‘carrier 
facilities to be included in valuation as of Jan. 1, 1944__.-.........--..-.- 1, 920, 956. 00 










8. Dividends allowable in subsequent years (line 2 less line 7)...........-.--...-.----.....- val 


Nore.—4, 5 (c), and 6, report for calendar year 1942 showed $1,449,092 excess earnings. During 1943, 
$570,376.90 of such excess earnings was used to retire indebtedness incurred prior to the decree for the pur- 
chase of common carrier properties from Standard Oil Co. (Indiana) and its subsidiary Stanolind Oil & 
Gas Co., and its subsidiary Yount Lee Pipe Line Co. In addition to the amount shown above items 4 
and 6, $4,019.41 of net interest income on investments of retained excess earnings funds have been trans- 
ferred to appropriated earned surplus. 


Tulsa, Okla., Apr. 10, 1944, 










Adjusted valuation of property owned and used for common-carrier purposes 


as of Jan, 1, 19438 







Ce een en ci guadreit Ciedad peinebansnereEdaeaatae ema take raglan $100, 279, 715 
Deduct: 
ENN GUNNS SS. Jost hc access sibabuns ace ciediueththdwestoltuluabeescboubuce $279, 7 
Rights-of-way, original cost - he ndinilin tihtinsteits nena edeplideibetadaun tent 1, 936, 101 
—_——_—--- 2, 215, 974 










Original cost, less land and rights-of-way-. a a Sela j cs 98, 063, 741 
Reproduction cost new, at 1934 period prices Lid lstnd _.... $89, 543, 824 
Add 35.2 percent as trend for 1942 annual prices- ll ace ea 31, 519, 426 





————— 121,063, 250 










Total original cost and reproduction cost new. depisttald.io-ipdnbend--bdstneh BA 126, 991 
Average of original cost and reproduction cost RS et ae de te ee ee ee ee ae 
Deduct depreciation: 
Percent of depreciation reproduction cost new __... jon d cet. lL.  S8B 543, 894 
Reproduction cost new, less depreciation to Dec. 31, 1942..........-.-..-.-... 52, 782, 652 











Seen er Pane Tine REIT a na ee eon ce en ccnnwccncnbeecs 36, 761, 172 
Percent of depreciation ($35,761,172 + $89,543,824 = - 41.053833 percent). 
Depreciation ($109,563,496 x41 053833) estaksieddy wadi~ cognac betes 6p xhhdn chin odd <b eaed ~ kao eerie 44, 980 015 











en mime ensbasetien imine dnonennicapapians Wier oaameetre aia ers 










Add: 
z Land, present. value - - -- ehag=ap} <6)-)--eteck -<ppihd~ dete blancs bide - tes denn sehen 99,.606 
Rights-of-way, present value.. cake waicmeianiasints hdr iabtinaiain dedi naiie mditeinh tials 1, 48, 830 
Working capital ---_. bckdicccAubbesengheneamennaakenmodauns«Leeaeeomine, Bot tenassoeman 770, 985 














Add going concern and other elements of value at 5.61 percent - _-  SeSde own cee cesses ene 3, 752, 131 








rn role. 00 SE. a0... cmpusnmingunsbnsbeeuseulonmnadenebueiaesaaes 70, 635, 043 
os eubdondbbeiiainninaidehbnnabssosiae 4, 944, 463 






Tulsa, Okla., Apr. 10, 1944, 
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DEPARTMENT OF JUSTICE, 
Washington, D. C., April 22, 1944. 
Mr. B. P. SIBoLe, 
President, Standard Pipe Line Co., 
Tulsa, Okla. 


Dear Siz: This is to acknowledge receipt of your letter of April 10, 1944, 
addressed to the Attorney General, submitting the report of your company for 
the year 1948, as required by paragraph VIII of the final judgment in the case 
of United States of America v. The Atlantic Refining Company, et al., civil 
action No. 14060. The report has, been placed on file. 

Very truly yours, 
WENDELL BERGE, Assistant Attorney General. 


STANOLIND PIPE LINE Co., 
TULSA, OKLA., April 10, 1945. 
The Honorable the ArroRNEY GENERAL OF THE UNITED STATEs, 
Washington, D.C. 

Dear Sir: Under the provisions of the final judgment in the case of United 
States of America v. The Atlantic Refining Company, et al., civil action No. 
14060, District Court of the United States for the District of Columbia, dated 
December 23, 1941, and known as the Pine Line or Elkins Act Decree, this 
company is obliged among other things, to limit payment of dividends to shipper- 
owners and also to report to the Attorney General of the United States, on or 
before April 15 of each year, certain information with respect to the valuation 
of its properties, as used by it in applying its dividend limitation and its 
retained or frozen surplus, if any. 

Therefore, we submit herewith a statement consisting of two pages containing 
the information which Stanolind Pipe Line Co. is obliged to file with you in 
compliance with said judgment. 

Acknowledgment would be appreciated. 

Yours very truly, 
STANOLIND Pree LINE Co., 
By 


Ezecutive Vice President. 


98505—57—pt. 1, vol. 1——-26 
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STANOLIND Pree LINE Co. 


Report to the Attorney re of the United States for the calendar year 
1944 (civil action No. 14060) 


Adjusted valuation of property owned and used for common-carrier purposes as of Jan. 1, 
1944_ iiratead sa$-<0L-snudl.-.-$81, 306, 090. 00 
. 7 pere ent of valuation of common-earri er prope rty- atid Scie 5, 691, 351. 00 
. Net earnings derived from tiansportation and ot her common- carrier serv- 
ices (line 9, schedule No. 302—Annual Report Form P). 


Deduct: 


Schedule Line 
Noa. No, 


302 25 Miscellaneous income charges- J i. Sdnsedus 7, 259. 81 
302 31 Interest on unfunded debt---.___- ; a vinumiagealy 29, 123, 98 
300 Miscellaneous credits__-- = , : d (66. 82) 
300 Debits from retired carrier property eee 168. 97 
300 8 Miscellaneous debits...................-...... 1, 688. 00 
a a a 38, 173.94 
——— 5, 204, 106. 20 


. Excess eainings to be transferred to surplus (line 3 less line 2) (see note) 
. Excess earnings used under par. V 
(a) a existing or constructing or acquiring new common-carrier 
acilitie Sens atihe 
(b) Maintaining normal and reasonable working capital during the cur- 
rent calendar year 
(c) Retiring debt outstanding Jan. 1, 1942, which was incurred for the 
purpose of constructing or acquiring common-carrier property... 


Total item 5 
. Excess earnings retained (line 4 less line 5), see note _- 


Dividends actually paid................-..--....- _.... $977, 582.00 
7A. Amount permitted to be paid during 1944 inv ested in common-carrier 
facilities to be included in valuation 3, 191, 900. 00 
——_———— 4, 169, 432. 00 


8. Dividends allowable in subsequent years (line 3 less line 7)..........-.-.--.....--..-..-. 1,084, 674. 20 


Note.—Items 4 and 6 show no earnings in excess of 7 percent, but, on the contrary, the difference between 
items 2 and 3 shows the amount of $487,244.80 not earned which may be paid within any one or more of the 
next succeeding 3 years, in addition to payments permitted to be paid in each such subsequent year. Net 
interest income for year 1944 in the amount of $13,854.49 on investment of retained excess earnings funds 
has been transferred to appropriated earned surplus. 


Tulsa, Okla., Apr. 10, 1945. 


Adjusted valuation of property owned and used for common-carrier purposes 
as a Jan. 1, 1944 


Original cost, all property- hari alien $109, 868, 284 
Deduct: 

Land, original cost_-_- . : sa Sl 
Rights- of-way, original cost - anne adel wing ‘ .. 2,056, 143 

- ~ 2, 352, 767 

Original cost, less land and rights-of-way -_- . 107, 515, 517 
Reproduction cost new, at 1934 period prices. : k : $97, 543, 056 
Add 42.6 percent as trend for 1943 annual prices sa 41, 553, 342 

—————_ 139, 006, 398 


Total original cost and reproduction cost new - -- ater canae 246, 611, 915 
Average of original cost and reproduction cost new- -_---- 123, 305, 958 
Deduct depreciation: Percent of depreciation: ‘ 

Reproduction cost new -- -- ‘ , 543, 056 
Reproduction cost new less deprec iation to Dec. 31, 1943___ 3, 004, 286 


Accumulated service-life depreciation -- -_- 38, 638, 770 
Percent of depreciation ($38,638,770 divided by $97,543,056 equa ils 39.6120150 
percent) 
Depreciation ($123,305,958 times 39.6120150) aed alse 48, 843, 975 
Average cost less depreciation ee ‘ : . 74, 461, 983 
Add: 
Land, present value P aaah eae a 107, 905 
Rights-of-way, present value..........-....---.-.-----.- daddies cored ak 1, 516, 961 
I ae nied eraebenuntess aia ieee 899, 251 


Ria erin aiid . 76, 986, 100 
Add: Going concern and other elements of value at 5.61 percent , a . 4, 318, 920 


i re idan wed assiseaeninbh khbnees : ins 81, 305, 020 
7 percent adjusted valuation ; Sale ee an se 5, 691, 351 


Tulsa, Okia., Apr. 10, 1945. 
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DEPARTMENT OF JUSTICE, 
Washington, D. C., April 25, 1945. 
Mr. B. P. SIBOoLr, 
President, Stanolind Pipe Line Co., 
Tulsa, Okla. 


Deak Stzx: This is to acknowledge receipt of your letter of April 10, 1945, 
addressed to the Attorney General, transmitting the report of your company 
for the year 1944, as required by paragraph VIII of the final judgment entered 
in the case of the United States of America v. The Atlantic Refining Company, 
et al., civil action No. 14060. The report has been placed on file in the Depart- 
ment. 

Very truly yours, 
WENDELL BERGE, 
Assistant Attorney General. 


STANOLIND PIPE LINE Co., 
Tulsa, Okla., April 10, 1946. 


The honorable the ATTORNEY GENERAL OF THE UNITED STATES, 
Washington, D.C. 


Deak Sir: Under the provisions of the final judgment in the case of United 
States of America v. The Atlantic Refining Company, et al., civil action No. 
14060, District Court of the United States for the District of Columbia, dated 
December 23, 1941, and known as the Pipe Line or Elkins Act Decree, this com- 
pany is obliged, among other things, to limit payment of dividends to shipper- 
owner and also to report to the Attorney General of the United States, on or 
before April 15, of each year, certain information with respect to the valuation 
of its properties, as used by it in applying its dividend limitation and its 
retained or frozen surplus, if any. 

Therefore, we submit herewith a statement consisting of two pages containing 
the information which Stanolind Pipe Line Co. is obliged to file with you in 
compliance with said judgment. 

Acknowledgment would be appreciated. 

Yours very truly, 
STANOLIND Prre LINE Co, 
By WILitraM G. HELTzEL, 
Eavecutive Vice President. 
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STANOLIND Pire LINE Co. 


Report to the Attorney General of the United States for the calendar year 
1945 (civil action No. 14060) 


1. Adjusted valuation of property owned and used for common-carrier purposes as of 


| 























pet 1 100Recs 1... 4-562 el bY. - Dine SL ousss- Oleeluas- 3-41-aALLL. $84, 932, 187. 00 

2. 7 Percent of valuation of common-carrier property i a dana cia Ni ot Ss 5, 945, 253. 00 

3. Net earnings derived from transportation and other common-carrier serv- 

ices (line 9. schedule No. 302, Annual Report Form P)_._._.._........__ $5,468,390. we 
Deduct: ae ae 
Schedule Line 
No. No. 
302 25 Miscellaneous income charges _. pemea aback se aheuon Le $9, 345. 99 
302 26 Bad debts... i iants ase ipoue Gaaaee eas Ae 656. 68 
302 31. Interest on unfunded debt accas ; 37, 274. 49 
300 5 Miscellaneous credits... _. i Pe re (180. 92) 
300 7 Debits from retired carrier property --. peas nese 27. 55 
300 8 Miscellaneous debits. pak ata “ 2, 690. 56 
ee j 
Tota}. _. calegn ; ; 2 49, 814. 35 } 
———_———— 5,418, 575.99 | 
pari epee : | 
4. Excess earnings to be transferred to surplus (line 3 less line 2) (see note). _...-____..--.-- None } 
5. Excess earnings used under par, V: 
(a) Extending existing or constructing or acquiring new common- 
carrier facilities at None 
(5) Maintaining normal and reasonable working capital ‘during the 
current calendar year__- None 
(c) Retiring debt outstanding Jan. 1, 1942, which was incurred for the 
purpose of constructing or acquiring common-carrier property None 
Total, item 5___- as "pt eR se hep eet A ghee Ra Sete None 
6. Excess earnings retained (line 4 less line 5) (see mote). -.......--..- diGEiile « Seo ack thea None 
a Mee actually paid None 
7-A. Amount permitted to be paid during 1945 invested in common-carrier 
facilities to be included__..............-.-......---- «i saad None 7 
—_— None 
8. Dividends allowable in subsequent year (line 3 less line 7)...............-.-.-.---------- 5, 418, 575. 99 
Note.—Items 4 and 6 show no earnings in excess of 7 percent but, on the contrary, the difference between 
items 2 and 3 shows the amount of $526,677.01, not earned which may be paid within any one or more of 
the next succeeding 3 years, in addition to payments permitted to be paid in each such subsequent year. 
Net income for year 1945 in the amount of $27,590.30 on investment of retained excess earnings funds has 
been transferred to appropriated earned surplus. 
Tulsa, Okla., Apr. 10, 1946. 

Adjusted valuation of property owned and used for common-carrier purposes 
as of Jan. 1, 1945 
a ease eneeeeabannaapeeneeouabhe atsbhbheeeeaen Gene 

educt: 
Cee enn ce einbabaceisnaneossanuneebente : $326, 202 
Rights-of-way, original cost._........-- iced ie amiembaaeiat hnaaite meek 2, 127,215 
_—_——_ 2, 458, 417 
Original cost, less land and rights-of-way_.......................----.---.-- 115, 640, 478 
Reproduction cost new at 1934 period prices...............-..---- faith tediniedih _ $108, 404, 622 
Add: 38.4 percent as trend for 1944 annual prices_.............................. 39, 707,375 
——_—_— 18, 111, 997 
Total original cost and reproduction cost nmew..................-..-.-.---.---------..- 258, 752, 475 
Average of original cost and reproduction cost new..............---....--.-----.-.---------- “129, 376, 238 
Deduct depreciation: Percent of depreciation: 
ee ee ad eden nanknensneconne $103, 404, 622 
Reproduction cost new less depreciation i eee es Ee 5 ncnammebane ban 61, 999, 855 
Accumulated service-life depreciation _ . 41,404, 767 
Percent of depreciation ($41,404,767 divided by $103, 404, 622 equi als 40.0415051 percent). 
SEE GOR ETOL IED GUNNS GRID) oo ooo ccceccccncccecennnccncswnnponcececcesces 51, 804, 193 
Average cost less depreciation...................--.....----. Aihcnndgicistabeaaiedabidaaen tet 77, 572, 045 
Add: 

‘ eo dae encensidane wevose capeiia eebseataseadassmenels 122, 627 
I na nice cesichebentisheesecennsceeeb ieee as tara tain 1, 554, 885 
WEEE GENIUS «cco ascccscccance pameaniaenbaaios Sie ee ae Se lai eres 1, 171, 035 

ee ee Dab abeanbecoaksbepebebibiabednheate 80, 420, 592 

Going concern and other elements of value at 5.61 percent.....................------ coeeanee 4, 511, 595 
a oT cece niibneehnnbehaebebnbeenesmebenmudene _ 932, 187 

7 percent of adjusted valuation........................... a aha ad a aR a ea tal 5, 945, 253 


Tulsa, Okla., Apr. 10, 1946, 
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DEPARTMENT OF JUSTICE, 
Washington, D. C., May 1, 1946. 
Mr. WILLIAM G. HELTZEL, 
Executive Vice President, Stanolind Pipe Line Co., Tulsa, Okla. 


Dear Mr. HEtTzeE_: I have your letter of April 10, 1946, transmitting the re- 
port of Stanolind Pipe Line Co. for the year 1945 as required by paragraph VIII of 
the final judgment entered in the case of United States v. The Atlantic Refining 
Company, et al., civil action No. 14060. The report has been placed on file. 

Sincerely yours, 
WENDEL BERGE, 
Assistant Attorney General. 


STANOLIND Pipe LinECo., 
Tulsa, Okla., April 10, 1947. 
The honorable the ATTORNEY GENERAL OF THE UNITED STATES, 
Washington, D.C. 


Dear Srr: Under the provisions of the final judgment in the case of United 
States of America v. The Atlantic Refining Company, et al., Civil Action No. 
14060, District Court of the United States for the District of Columbia, dated 
December 23, 1941, and known as the pipeline or Elkins Act decree, this 
company is obliged, among other things, to limit payment of dividends to ship- 
per-owners and also to report to the Attorney General of the United States, 
on or before April 15 of each year, certain information with respect to the 
valuation of its properties, as used by it in applying its dividend limitations 
and its retained or frozen surplus, if any. 

Therefore, we submit herewith a statement consisting of two pages containing 
the information which Stanolind Pipe Line Co. is obliged to file with you in 
compliance with said judgment. 

Acknowledgment would be appreciated. 

Yours very truly, 


STANOLIND Pipe Line Co., 
By B.C.Criarpy. 





a ee NENT 
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STANOLIND PrPE LINE Co. 


Report to the Attorney General of the United States for the calendar year 
1946 (civil action No. 14060) 


1, ames valuation of property owned and used for common carrier perpotess as of Jan. 1, 
3. | 











hee tthe chim Sdn bs bed +ENSY <a> dondd b= Bihyash donb Sado a deesee 5, 584, 188. 00 
2. 7 7 pero of valuation of common carrier property - pmeee =e een eee cdi ae 
3. Net earnings derived from transportation and other common carrier serv- | 
ices (line 9, schedule No. 302, annual report form P)-._-- ... $5, 947, 570. 42 | 
Deduct: 
Schedule Line 
No. No. 
345 7 Interest income on refund of Federal 
et le i lle atenasonks ($1, 051. 72) 
302 25 Miscellaneous income charges. - - 5, 518. 34 
302 26 Bad debts_._..--- le 763. 84 
302 31 Interest on unfunded debt (refund) -- (558. 63) 
360 3 Miscellaneous credits , (533. 53) 
300 7 Credits from retired carrier ‘property - é (263. 42) 
300 8 Miscellaneous debits. -...--..........--- 568. 25 
4, 443. B 
vo 5, 943, 127. 29 
4. Excess earnings to be transferred to surplus (line 3 less line 2) (see note) -......-...---.. None 
5. Excess earnings used under par. V: 
(a) Extending, existing, constructing, or acquiring new common 
I oe neritic chideridogybammerneh becca itientndia eit None 
(6) Maintaining normal and reasonable working capital during the 
Current guncmmnr yeetsi 7)! 020 se ee sl ss. - None 
(c) Retiring debt cutstanting Jan. 1, 1942, which was incurred for the 
purpose of constructing or acquiring’ common carrier property - - None 
TE NE Bison coi co niarcscncwoncamed cdatb idan diccedged sakeedaeseness None 
6. Excess earnings retained (line 4 less line 5) (see mote)... .....-...--.-.----.---..------.- None 
Fe en nn WN SE 8 oc ca ence camsecccece= . $4, 887, 660. 00 
7A. Amount permitted to be paid during 1946 invested in common carrier None 
facilities to be included in the valuation. -_-_-............--..--...----. None 
Fs ET I on cn tkeonctiancoucceeivesssuanunecdésacchssaih 50, 214. 07 
Nn 20 ia aa tN te ine nnteckadbanesasctdasevacsrenn 4, 937, 874. 07 
8. Dividends allowable in subsequent year (line 3 less line 7)_.............-.---..-----..- 1, 005, 253, 22 


Notr.—Items 4 and 6 show no earnings in excess of 7 percent but, on the contrary, the difference between 
items 2 and 3 shows the amount of $47,765.71, not earned which may be paid within any 1 or more of the 
next succeeding 3 years, in addition to payments permitted to be paid in each such subsequent year. Net 
income for the year 1946 in the amount of $47,257.13 on investment of retained excess earnings funds has been 
transferred to appropriated earned surplus. In addition to the dividends shown for item 7, which repre- 
sents payments on year 1946 earnings, there was an additional $4,887,660 paid on year 1945 earnings. 


Tulsa, Okla., April 10, 1947. 
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Adjusted valuation of property owned and used for common-carrier purposes 
as of Jan. 1, 1946 





Ree CEN IEEE: NEUE once 2 ~ cohunnitin dann cadaerendabihinepebenmadetntckcrdiceehcmananee $121, 194, 564 
Deduct: 
Land, ET iis a tiene cs axed eaedcee tonite temudibaachinw sine: gen iendaaeelaial $365, 422 
Rights-of- Way, Cxiginel C00 o.055 ees UOMO es Ui Ss i UL EL 2, 1£6, 766 
——-— 2, 522, 188 
Original cost less land and rights-of-way-.....-.........-....-.....2..------.----------- 118, 672, 376 
Reproduction cost new at 1934 period prices_-_-.......--- lisse dL. ass Ga, OS 
Add: 39.6 percent as trend for 1945 annual prices_._...........-....----.-.--.--- ae 5 
———__———_ 147, 456, 039 
Total original cost and reproduction cost new _--_..........-..---- - sodieith aise nats «naga. quan nn 
Average of original cost and reproduction cost new-_-.-_..-.....--.-..-..-------------------- 133, 064, 208 
Deduct depreciation: 
Percent of depreciation: 
TI I I ca catechumenate ll etait $105, 627, 535 
Reproduction cost, new less depreciation to Dec. 31, 1945..........---.. 62, 046, 671 
Accumulated service life depreciation. -_...........-....-..--.-..--.--- 43, 580, 864 
Percent ae depreciation ($43,580,864 divided by $105,627,535 equals 41 2589996 
perce: 
Depreciation ($133,064,208 times 41.2589996) ............-.--....---..-------------- eae 54, 900. 961 
aaa A: vetbagy OREN tees Caneel soe ecco oss ere akactedandsncevesadaatdioc’ 78, 163, 247 
Land, I Ns ia Maar cbed Jb cise ie ag bdeleodencdiblnigensoment See eae 138, 560 
SI I a ee 1, 552, 396 
TOY GEMS Gag cnc deg ee cbse 8 dn~ WiC SS A oon bandb bade deckeon ties cascugghiennnnaee 1, 183, 756 
TE vinings Ceri ne ae a ee ee 81, 037, 959 
Going concern and other elements of value at 5.61 percent_...............------------- -- 4,546,229 
I MTS Oia rk. LE iB » cinsid cided aneemnin tellin page abuse megs aaieanmainial 85, 584, 188 
FT DI sai sham ial aa ae , 990, 893 





Unitep States DEPARTMENT OF JUSTICE 
Washington, D. C., May 27, 1947. 
Mr. B. ©. Crarpy, 
President, Stanolind Pipe Line Co., Tulsa, Okla. 


Deak Mr. Crarpy: We wish to acknowledge with thanks the 1946 report of 
Stanolind Pipe Line Co. filed by you pursuant to the requirement of paragraph 
VIII of the judgment entered in the case of United States v. The Atlantic 
Refining Company, et al., civil action No. 14060. The report has been placed in 
the official files of this Department. 

Sincerely yours, 
JoHN F. SONNETT, 
Assistant Attorney General. 


Aprit 10, 1948. 
The honorable the ATTORNEY GENERAL OF THE UNITED STATES, 
Washington, D.C. 

Deak Sm: Under the provisions of the final judgment in the case of United 
States of America v. The Atlantic Refining Company, et al., civil action No. 
14060, District Court of the United States for the District of Columbia, dated 
December 23, 1941, and known as the pipeline or Elkins Act decree, this 
company is obliged, among other things, to limit payment of dividends to 
shipper-owners and also to report to the Attorney General of the United States, 
on or before April 15, of each year, certain information with respect to the 
valuation of its properties, as used by it in applying its dividend limitation and 
its retained or frozen surplus, if any. 

Therefore, we submit herewith a statement consisting of two pages containing 
the information which Stanolind Pipe Line Co. is obliged to file with you in 
compliance with said judgment. 

Acknowledgment would be appreciated. 

Yours very truly, 
STANOLIND Prive Line Co., 
By B.C. Ciarpy, President. 
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STANOLIND PIPE LINE Co. 


Report to the Attorney General of the United States for the calendar year 
1947 (civil action No. 14060) 


1. Adjusted valuation of property owned and used for common-carrier purposes as of Jan. 1, 





1947 ‘ silane ; $98, 009, 781. 00 
S or percent of valuation of common-carrier property : d 6, 866, 985. 00 
3. Net earnings derived from transportation and other common-carrier serv- 
ices (line 9, schedule No, 302, annual report form P)_....-...-._-.- . $6, 456, 657. 16 
Deduct: 
Schedule Line 
No, No. 
302 26 Miscellaneous income charges_.__- . $6, 196. 67 
360 3 Miscellaneous credits. - ea (349. 85) 
ee 5, $46. 82 
—————=_ 6, 450, 810. 34 
4. Excess earnings to be transferred to surplus (line 3 less line 2). See note..............- None 


5. Excess earnings used under par. V: 
(a) Extending existing, constructing, or acquiring new common-carrier 








SIGNED... scents None 
(6) Maintaining normal ‘and reasonable working capital during ‘the 
current calendar year_.............----. None 
(ce) Retiring debt outstanding, Jan. 1, 1942, which was incurred for the 
purpose of constructing or acquiring common-carrier property -. None 
EE Ein omenininestnumbenees’ pmanadinick wekegemeeutia ee None 
6. Excess earnings retained (line 4 less line 5). (See note). eae? ” None 
7. Dividends actually paid... --- $5, 083, 166. 40 
A. Amount permitted to be paid during 1947 invested in common-carrier 
facilities to be included in the valuation.......................-.---. None 
B. Interest on borrowed capital ---.-- naan : 7 202, 714. 68 
OE ES See oe oe dag aes cee eeueson satelite uae Bnet 5, 285, 881. 08 
8. Dividends allowable in subsequent year (line 3 less line i cuidian ink ieedahian sy caters, Saba di 1, 164, 929. 26 


NoTeE.—Item 4 and 6 show no earnings in excess of 7 yo but, on the contrary, the difference between 
items 2 and 3 shows the amount of $4,6175 net earned which may be paid w ithin any one or more of the 
next succeeding 3 years in addition to the payments permitted to be paid in each such subsequent year. 
Net income for the year 1947 in the amount of $32,865.20 on investment of retained excess earnings funds has 
been transferred to appropriated earned surplus. 


Apr. 10, 1948, Tulsa, Okla. 


Adjusted valuation of property owned and used for common-carrier purposes 
as of Jan. 1, aree 


Original cost, all property......-- i telniespmo ean interna ht eli aati beastie tintd—ogeel $131, 957, 462 
Deduct: 

Land, original cost-- UGA owkicethidoblile MI ne si td w ds $398, 721 
Rights-of-way, original es. oe sete ; séposeedeqeiedt ai 2, 393, 850 

—_—_—_——ooOo 2, 792, 571 

Original cost less land and rights-of-way “ die diiaksccahite witiiligiesteutRidath a daiieapm eames aa 129, 164, 891 
Reproduction cost new: at 1934 period prices................--. ‘ -- $112, 719, 174 
Add: 51.4 percent as trend for 1946 annual prices............-- ; ; .. 57,937,656 

——————_ 170, 656, 830 

Total original cost and reproduction cost new-_...............-...-.---- ee 721 

A verage of original cost and reproduction cost new_..........-..--.....----- pasceawekh ~ 149, 910, 861 


Deduct depreciation: 
Percent of depreciation: 
Reproduction cost new enna non A nee 
Reproduction cost new less depreciation to Dec. 31, 1946................ 67, 382, 028 


Accumulated service life depreciation (Percent of depreciation (45,337,146) | 45, 337, 146 
divided by 112,719,174 equals 40.2213256 percent) .) 


Depreciation (149,910,861 times 40.2213256 percent)... ............-.-2-22--------...-. 0, 296,18 
re eT I een cnenn ieheecannnncpsetnens=tenn<dhduetiaced-sceer ¥ ney ales Gn 
Add: 

Remd; padtemt Weltee ) 65005. soe sides ied Eb nb SEL. eI. deck 153, 976 
ee wae, oe TD icine neu ccwenseccccsccunss apppn-04-sneleeeann~ecest 4e-4 1, 703, 412 
Working capit hi tata tactile ase iu tp dh epi arian ies fat aabi mae iti naiadielinns abn “itil tganlands aasinia~ ee jade 1, 416, 610 
Meteliiizs.08 0. -iesiisa aj..cc bd iiick. idl is. walt -eu--.----.. 92,888,724 
Going concern and other elements of value at 5.61 percent -._. Sa ee ee 5, 211, 057 
Adjusted valuation - . . eteonenccsscusonccttandabeeEsane SIR al: Fae Tel 
7 percent of adjusted valuation....- a Shalini pibinhiandnassna giant aitedintatin oigeiananiasaa a ere ee ys 6, 866, 985 


April 10, 1948, Tulsa, Okla. 
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DEPARTMENT OF JUSTICE, 
Washington, D. C., May 3, 1948 
Mr. B. C. Ciarpy, 
President, Stanolind Pipe Line Co., 
Tulsa, Okla. 


Dear Mr. Ciarpy: I have your letter of April 10, 1948, transmitting the report 
of Stanolind Pipe Line Co. for the calendar year 1947 in compliance with para- 
graph VIII of the final judgment entered in the case of United States v. The 
Atlantic Refining Company et al., civil action No. 14060. The report has been 
placed in the files of this Department. 

Sincerely yours, 
JOHN F. SONNETT, 
Assistant Attorney General. 


STANOLIND PrpE LINE Co., 
Tulsa, Okla., April 11, 1949. 
The honorable the ATroRNEY GENERAL OF THE UNITED STATES, 
Washington, D. C. 

Dear Sir: Under the provisions of the final judgment in the case of United 
States of America v. The Atlantic Refining Company et al., civil action No. 
14060, District Court of the United States for the District of Columbia, dated 
December 23, 1941, and known as the pipeline or Elkins Act decree, this com- 
pany is obliged, among other things, to limit payment of dividends to shipper- 
owners and also to report to the Attorney General of the United States, on or 
before before April 15, of each year, certain information with respect to the 
valuation of its properties, as used by it in applying its dividend limitation and 
its retained or frozen surplus, if any. 

Therefore, we submit herewith a statement consisting of two pages containing 
the information which Stanolind Pipe Line Co. is obliged to file with you in 
compliance with said judgment. 

Acknowledgment would be appreciated. 

Yours very truly 
STANOLIND Pree LINE Co., 
By J.L Burke, President. 


STANOLIND Pipe LINE Co. 


Report to the Attorney General of the United States for the calendar year 
1948 (civil action No. 14060) 


1. Aaiaet valuation of property owned and used for common-carrier purpose as of Jan. 1, 


Lec cninirclaehen piacere tii tstitiadait en lotta tacsceasdeiasaadonniaaannhiaaanmcpinapniesindataeasesaimiaataimaias al $126, 735, 889. 00 
2 zperesi of valuation of common-carrier property..............---.-------.---...---... 8, 871, 512. 00 
3. t earnings derived from transportation and other common-carrier serv- 
ices (line 9, schedule No. 302, annual report, form P)................... $6, 730, 438. 09 
Deduct: 
Schedule Line 
No. No. 
302 26 Miscellaneous income charges. --............. $9, 765. 00 
302 Be areca Snhseack dies oueittnelienaemnaniaates 1, 108. 56 
360 2 Credits from retired carrier property ---..~.-- (178. 50) 
360 5 Miscellaneous credits........................ (119. 38) 
__ 10, 575. 68 
—————— 6, 719, 862. 41 
4. Excess earnings to be transferred to surplus (item 3 less item 2). See note.........-.... None 
5. Excess earnings used under par. V: 
(a) nase: existing, constructing or acquiring new common- 
SEE TO Lidice bnpeermnanten tbgnindstunitilebhain None 
(6) Maintaining, normal and reasonable working capital during the 
Gitrems Wanmnaer webe. a. ids) id ae fo ce None 
(c) Retiring debt outstanding Jan. 1, 1942, which was incurred for the 
purpose of constructing or acquiring common-carrier property - - None 
Ta Bs canines tina atid iden accsastnnnabsdaadiataclaueenen None 
4 Excess earnings retained (item 4 less item 5). Seb Meth g. hi icco6d tiuuivn wal None 
Dividends actually paid_........... None 
oe Amount permitted to be paid during 1948 invested in common-carrier 
facilities to be included in the valuation_._-__-_- onsdbtailiesucs $5, 338, 056. 69 
7B. Interest on borrowed capital_. F nan nckyy} sels eudishsa-Gdl~ bites 8065, 872. 31 
Total, item 7... thin sopiantieseooutaedda ale 6, 143, 929. 00 
8. Dividends allowable in subsequent year (item 3 less item 7 Dice ata cia eae ee 575, 933. 41 


NoTE.—Items 4 and 6 show no earnings in excess of 7 percent but, on the contrary, the difference between 
items 2 and 3 shows the amount of $2,151,649.59 not earned which may be paid within any 1 or more of the 
next succeeding 3 years in addition to the payments —_— to be paid in each such subsequent year. 
Net income for the year 1948 in the amount of $18,869.88 on investment of retained excess earnings funds 
has been transferred to appropriated earned surplus. 


Apr. 11, 1949, Tulsa, Okla. 
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Adjusted valuation of property owned and used for common-carrier purposes 
as of Jan. 1, 1948 


Original cost, all property 5 ... $156, 598, 103 
Deduct: 
Land, original cost . ahoieny a Cee 
Rights-of-way, original cost 
a 3, 243, 759 
Original cost less land and rights-of-way 153, 354, 344 
Reproduction cost new at 1934-period prices $125, _ 976 
Add 70.9 percent as trend for 1947 annual prices. ...............-...-..-.-..-..-. 
--—_——— —— 214, 028, 284 


Total original cost and reproduction cost new............-....-...--.--.-----.-.---.--- _ 367, 382, 628 
Average of original cost and reproduction cost new seuminiewaseed "183, 601, 315 
Deduct depreciation: 
Percent of depreciation: 
Reproduction cost new___-_--..- ewe eee Ol 
Reproduction cost new less depreciation ‘to Dee. NONE ie 79, 252, 569 


Accumulated service life depreciation. -_.............--.....-....-- 45, 983, 407 
(F ercent of depreciation ($45,983,407 divided by $125,235,976 equals 36.717 4102 percent).) 
epreciation ($183,691,315 times 36.7174102 percent) . 67, 446, 693 


nad Average cost less depreciation. 116, 244, 622 
Land, present value 162, 554 
Rights-of-way, present value 
Working capital. _-.- 


Adjusted valuation - -- 126, 735, 889 
7 percent of adjusted valuation i 8, 871, 512 


Aprit 19, 1949. 
Mr. J. L. BURKE, 
President, Stanolind Pipe Line Co., Tulsa, Okla. 


Deark Mr. Burke: I wish to acknowledge receipt of your letter of April 11, 
1949, addressed to the Attorney General, forwarding the 1948 report of your 
company filed pursuant to the terms of the final judgment in the case of United 
States of America v. The Atlantic Refining Company et al., civil action 
No. 14060. The report is being made a part of the official records of this 
Department. 

Sincerely yours, 
HERBERT A. BERGSON, 
Assistant Attorney General. 


STANOLIND PiPe LINE Co., 
Tulsa, Okla., April 10, 1950. 


The honorable the ATTORNEY GENERAL OF THE UNITED STATES, 
Washington, D. C. 


Dear Sm: Under the provisions of the final judgment in the case of United 
States of America v. The Atlantic Refining Company et al., civil action No. 
14060, District Court of the United States for the District of Columbia, dated 
December 23, 1941, and known as the pipeline or Elkins Act decree, this company 
is obliged, among other things, to limit payment of dividends to shipper-owners 
and also to report to the Attorney General of the United States, on or before 
April 15, of each year, certain information with respect to the valuation of its 
properties, as used by it in applying its dividend limitation and its retained 
or frozen surplus, if any. 

Therefore, we submit herewith a statement consisting of two pages containing 
the information which Stanolind Pipe Line Co. is obliged to file with you in 
compliance with said judgment. 

Acknowledgment would be appreciated. 

Yours very truly, 
STANOLIND Pree LINE Co. 
By — —_—_—., President. 
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STANOLIND Pree LINE Co. 


Report to the Attorney General of the United States for the calendar year 
1949 (ciwil action No. 14060) 


. Adjusted valuation of property owned and used for common carrier purposes as of 
Jan. 1, 190........ Mudie vavitinh hath ie spatn nag tabahscds &yenaadendaaean ial $168, 672, 353. 00 
2.7 percent of valuation of common carrier PVONNEs wtOii43d. 133 -ORL CS. 11, 807, 065. 00 
3. Net earnings derived from transportation and other common carrier 






















services (line 9, Schedule No. 302, Annual Report Form P)_._........ $6,925, 595, 11 | 
Add or deduct: i} 
Schedule Line 
No, No. | 
302 26 Miscellaneous income charges........... $5, 275. 00 i) | 
302 ae” FE eee wesmaies wiianiaaiae ee 1) | 
360 2 Credit from retired carrier property aint (31. 92) : 
360 7-8 Miscellaneous credits.................... (1, 874. 59) { 
360 11 Debits from retired carrier property -.-... 195. 05 | 
360 16-17 Miscellaneous debits.................... 5,012.62 
345 7 Interest on year 1943 Federal income tax 
overassessment_____. . (1, 180. 98) | 
302 33 Interest on delinquent ‘and deficient tax 
Sis 5:6.cinin' 5 456 oeebcaeaenecmnieien 19, 897. 53 : 
Rrra... | 
t 
4. Excess earnings to be transferred to surplus (line 3 less line 2) (see note)_.........._--- | 
5. Excess earnings used under par. V: : 
: 


(A) Extending existing, constructing or acquiring new common 


gonsier Fasnethn So. 0s. . Se dernseateniasseabeats None 
B) Maintaining normal and reasonable w vorking capital during the ; 
current calendar years. .3 20... 0 sess Us None : 


(C) Retiring debt outstanding Jan. 1, 1942, which was incurred for : 
the purpose of constructing or acquiring common carrier ; 
to entities vone ; 











Total, item 5 


6. Excess earnings retained (line 4 less line 5). (See 1 note. ). 2 saan 5 Dae pemgeiad None 
Dividends actually paid a ited nipie ning oadiahinies tesbeeds ieaak Oe aes ee None : 
7 7A. Amount permitted to be paid during 1949 invested in common carrier ; 
facilities to be included in the valuation.-............-..---..-.---.--- $5, 510, 746, 84 





Tees SON EE TI noo en nnecacsacne adi anmeshiaedinnidnsmadden 1, 385, 556. 69 


















oy fy ee RR Se ES Bee. wha: tabbiaheaiaeiammadll 6, 896, 303. 53 ; 
8. Div idends allowable in subsequent years (ine 3 less line 7. > (s ee note. + Sanaa asinine None ; 


Nore.—Items 4 and 6 show no earnings in excess of 7 percent but, on the contrary, the difference between : | 
items 2 and 3 shows the amount of $4,910,761.47 not earned which may be paid within any one or more of the 
next succeeding 3 years in addition to the payments permitted to be paid in each such subsequent year as 
provided in par. III (D) of the consent decree. Net income for the year 1949 in the amount of $5,620.49 on 
investment of retained excess earnings funds has been transferred to appropriated earned surplus, 


Apr. 10, 1950, Tulsa, Okla. 


Adjusted valuation of property owned and used for common-carrier purposes 

as of Jan. 1, 1949 { 
CHISIIGR CNET Oar SECO nn sa naneendndnenonnambdents aieinnmnnn ditt taal $183, 838, 462 ' | 
Deduct: lm 


Ss Gree COE i nares ada atin chen al nee endaielinial $493, 313 
RRiGC IG; CTRGTIET CUE o a dante ce esoneriecncnerenteastberwrenn aired anid 3, 022, 482 


3, 515, 795 





Cees GEee, Tale Te Was PA EWAG.... ... -20cacncacaebaccccccusccactcucsecumeanneenl 180, 322, 667 
Reproduction cost, new, at 1934 period prices__..... ineompehiiadtt tinh ——- $139, 861, 660 
Add 87.2 percent as trend for 1948 annual prices_-__--..............-----.-.-.--.. 121, 959, 368 

—_—————_ 261, 821, 028 






Cd weddéusbbebebenaahckanspebaneeeumaiiail 442, 143, 695 





Total original cost and reproduction cost, new 












Average of original cost and reproduction cost, new.....-....---.------.------. eee eeneeee 221, 071, 847 
Deduct depreciation (percent of depreciation): 

REE GONE, DG vicriiecnmicinimdauiegaidticciniigidmedansiakatige $139, 861, 660 
Reproduction cost, new, less depreciation to Dec. 31, 1948 







Accumulated service life depreciation... ..- 43, 356, 254 
Percent of depreciation ($43,356,254 divided by $1: 39, 861, 5660 | equi als 30.9993847). 
Depreciation (651,071,567 Cimnes BO.GUGRRET) os aoc cncccevccwnciuccccccocnantuasckesnviscoses 68, 530, 912 





Average cost less depreciation............ itondéuustipbanittinveaesantd [aaa 






Land, IO PO iis ot tt iccnctiicindacudvjvabsbasssnanbnebnnmmckgamenibamammeaaniae 
Rights-of-way, present value........................... nd ngibanineatidensmnmmannbecmtnnac 2, 082, 77: 
Working capital 






I WII 6 iis cine inkeis ng anccedinsnks oatuacteeverbansetesiaa tiinnnieteibendate 168, 672, 353 
7 percent of adjusted valuation.....................-- simp eapteiatibadirereaie ad aceheitenaaahedadGaaanenaamaae 11, 807, 065 


Apr. 10, 1950, Tulsa, Okla. 
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UnitTep States DEPARTMENT OF JUSTICE, 
Washington, D. C., April 28, 1950. 
Mr. J. L. Burke, 
President, Stanolind Pipe Line Co., 
Tulsa, Okla. 


Dear Mr. BurKE: I wish to acknowledge receipt of your letter of April 10, 1950, 
addressed to the Attorney General, forwarding the 1949 report of your company 
filed pursuant to the terms of paragraph VIII of the final judgment in the case 
of United States of America v. The Atlantic Refining Company et al., civil 
action No. 14060. The report is being made a part of the official records of 
this Department. 

Sincerely yours, 
HERBERT A. BERGSON, 
Assistant Attorney General. 


FIRST AMENDED REPORTS TO THE ATTORNEY GENERAL 


Service Pree Line Co. Reports To ATTORNEY GENERAL, YEARS 1942 ro 1949, 
INCLUSIVE—P art IIT, AMENDED REPORT 


AMENDED REPORT FOR YEAR 1942 


Amended report to the Attorney General of the United States for the calendar 
year 1942 (civil action No. 14060) 


1. Adjusted valuation of property owned and used for common-carrier purposes: 
(a) In use as of Dec. 31, 1941, (p. 2) 
(6) Pro rata of major projects completed during the year 1942 (p. 3)._......-...-.....-. 


Total 
7 percent of valuation of common-carrier property 
Net earnings derived from transportation and other common-carrier services 
(line 9, schedule No. 302 annual report form P) 
(Add) or a 
Schedule Line 
No. No. 


26 Miscellaneous income charges 
30,31 Interest on loans... -.........-..... a ails Ppa ed Fw 48, 334 
5 Miscellaneous credits 
7 Debits from retired carrier property 
9 Miscellaneous debits 


2. 
3. 


56, 619 
5, 886, 672 


. Excess earnings to be transferred to surplus (line 3 less line 2) ..-._.........--..-.---------. 1, 466, 584 
5. Excess earnings under par. V: 


(a) oe existing, ‘constructing or acquiring new common-carrier 


(0) Maintaining normal and reasonable working capital during the current 

calendar year None 
(c) Retiring debt outstanding Jan. 1, 1942, which was incurred for the pur- 

pose of constructing or acquiring common-carrier property. 


None 


Total item 5 


6. Excess earnings retained (line 4 less line 5) __. 

7. Dividends actually paid 

7A. Amount permitted to be paid during 1942 invested in common-carrier facilities 
to be included in the valuation 


Total item 7 
8. Dividends allowable in subsequent years (line 2 less lines 7, 7A) 
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Adjusted valuation of property owned and used for common-carrier purposes 
as of Jan. 1, 1942 (amended) 


PROPERTY IN USE AS OF DEC. 31, 1941 


| 


















































Gross Percent of 
total 
Grlemee) o60e, Ga Property... .........<...-...22------ ee $96, 951, 105 poe 
Deduct: 
Land, original cost....................- ....-- $271,590 
Rights-of-way, original cost ...._...._....._._.. 1, 909, 243 9 100 G68 okt akc cielabize. Bais 
_—— oe 
Original cost, less land and rights-of-way - - -.--- mae : 94, 770, 272 50. 3624203 
Reproduction cost new --..-......-- a | 93, 406, 292 49. 6375797 
NN ic ssiiabien deren n tak wickpceanbncdipsasicod C 188, 176, 564 100. 0000000 
Percent of depreciation: a 
Reproduction cost new - -- ‘ eee SE 
Reproduction cost new less depreciation. - Aoniberaita SPST UE fi dentisacvnnubsagdnssennabos 
Accamulated service life depreciation... -_......__- ll IE eu hnsas sen nicieicldelnipcntiapeinlitbiaiai 
Percent of depreciation ($37,351,902 divided by $93, 406,292 
equals 39.9886358) . | 
Depreciation ($94,093,226 times 39.9886358) . ..............- rs SB IR 37, 626, 598 
RE IRIN T,xnsin cosine uanieeanbinieainnshamalaintieaedel Opener here Ase 56, 466, 628 
Add: 6 percent for going concern and other elements of value__|___.._..-..___|_.____-.._-__- 3, 387, 998 
Total physical PRT OA . é eee se Bee 59, 854, 626 
Land, present value_ . SSSUSULL JUL TUR LUE SR Dosen ae. 106, 7! 
Rights-of-way, present Ween cs eco 1, 382, 640 
Working capital: 
Beets ONG SANDING... ne enews SUL A Re eS 904, 122 
Chaconne dlh th dials cub fies seis aibietaaalieadiiaaliegiied nh ddautescppascbigaesiceanene None 
AGREE WahnetIOe. AES UL. 2.8 nce eee eeewune ewes eles ALS Fe BE SD 62, 248, 172 
| 
PRO RATA OF MAJOR PROJECTS COMPLETED DURING YEAR 1942 
Original cost, all property-...-....-- ae 3= bey rs $845, 836 }............-. 
Deduct 
Land, original cost_..._. iodelies aaa ..... None 
Rights-of-w ay, original cost - $10, 111 
—____— 10, 111 1 | aid 
Original cost, less land and rights-of-way ; 835, 725 50. 0021240 | $417, 880 
Reproduction cost, new . ; | 835, 654 49. 9978760 417, 809 
Total. ‘ ; L 671, 379 | 100. 0000000 835, 689 
Percent of depreciation: 
Reproduction cost, new 835, 654 | 
Reproduction cost, new, less depreciation 835, 654 | 
Accumulated service life dechcpsomisnans pcaeceeaun . None | 
Percent of depreciation - ies < None i 
Denreciation........--. ; | | ; None 
Net value....... | concccceaicatmenieandanle 835, 689 
Add: 6 percent for going concern “and other elements of v alue - | 50, 141 
Total, physical property oie Saaces " Dinca Sek dua Tee 885, 830 
Land, present value-. : em oat None 
Rights-of-way, present value | } 10, 111 
Working capital: 
Material and supplies-_-- ....--~-- as Panta _ indie None 
RI hae nase cictene nines winnie enial askaai oleae None 








Ae Ces sen ee seeeanesiabseesessccseton ono=|--2-e-e- ex sdatocicddcanmeae 895, 941 
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AMENDED Report FOR YEAR 1943 


Amended report to the Attorney General of the United States for the calendar 
year 1943 (civil action No. 14060) 


1. Adjusted valuation of property owned and used for common-carrier purposes: 


: (A) In use as of Dec. 31, 1942 (p. 2).. ears $68, 167, 271. 00 
' (B) Pro rata of major projects completed during the year 1943 (p. ; é 555, 694. 00 
Total.- to eo wilddden dws a ge 


2. 7 percent of valuation of common-carrier propert y. sicdinin% 
3. Net earnings derived from transportation and other common-c: arrier services 
(line 9, schedule No. 302, annual report form P)_.--- .... $5, 525, 866.00 
(Add) or deduct: 


Schedule Line 


i dutidintniiieale 4, 810, 608. 00 





No. No. 
302 26 Miscellaneous income charges_ ; $3, 923. 04 
302 31 Interest on loans- - : 2, 520. 07 
300 7 Debits from retired carrier prope rty. he died 1, 258. 47 
300 5 Miscellaneous credits_-_- an (70. 00) 
300 & Miscellaneous debits. 8, 124. 48 
- — 15, 756. 06 
-——- — 5,510, 109. 94 
—_— = — i 
4. Excess earnings to be tre ansferred to surplus (line 3 less line 2). See note ‘ §99, 50, 94 


5. Excess earnings under par. 
c g ] 
(A) Extending existing, constructing or acquiring new common-car- 


rier facilities ; None 
(B) Maintaining normal and reasonable working capital during the 
current calendar year. .- None 
(C) Retiring debt outstanding Jan. i, 1942, which was incurred for the 
purpose of constructing or acquiring common-carrier property $570, 376. 90 
Total, item 5__- . ea 570, 276. 90 
6. Excess earnings retained (line 4 less line 5). See note_..._- — s 129, 125. 04 
Dividends actually paid. 2, 280, 908. 00 
7A. Amount permitted. to be paid during 1943 ifvested in common-carrier 
facilities to be included in the valuation. . ._--- SPIEL SR aed . 1,920, 956. 00 
Potel; thee Peso Sots Rea adn .---- 4,201, 864.00 
8. Dividends allowable in subsequent years (line 2 2 less lines 7 7, | 7A). See note........-.-.-- 608, 744. 00 


Norte.—Items 4 and 6 on report for calendar year 1942 showed $1,466,584 excess earnings. During 1943, 
$570,376.90 of such excess earninys was used to retire indebtedness incurred prior to the decree for the pur- 
chase of common carrier properties from Standard Oil Co. (Indiana) and its subsidiary, Stanolind Oil & 
Gas Co., and its subsidiary, Yount Lee Pipe Line Co. In addition to the amount shown above on item 
6, $4,084 of net interest income on investments of retained excess earnings funds has been transferred to 
appropriated carned surplus. 
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Adjusted valuation of property owned and used for common-carrier purposes 
as of Jan. 1,1943 (amended) 


PROPERTY IN USE AS OF DEC. 31, 1942 


’ 





Gross Percent of | Net 
total 
—s : raaen ot =e 
Original cost, all. property --_- wiser esi wis ware aenae aad | $100, 279, 715 | 
Deduet: 
Land, original cost $279, 783 | 
Rights-of-way, original cost 1, 936, 191 | 
——— 2, 215, 974 
Original cost, less land and rights-of-way _- cece cae | 98, 063, 741 | 46.7824302 | $45,876, 601 
Reproduction cost new. - - - his coal : ----| 111, 552,862 | 53. 2175698 | 59, 365, 722 
6 ME Se 7 Ses eal 209, 616, 603 100. ope00es | 105, 242, 323 
Percent of depreciation: 
ee eareul | 111, 552, 862 | 
Reproduction cost new less depreciation 65, 756, 136 | 
an | 
Accumulated service life depreciation = 45, 796, 726 
Percent of depreciation ($45,796,726 divided by $111,552,862 
equals 41.0538333). 
Depreciation ($105,242,323 times 41.0538333) | ~= o auabhes 43, 206, 008 
Net value ccineinl ceitlieieiine Mitac 62, 036, 315 
Add: 6 percent for going concern and other elements of 
value aoe a aainiie 3, 722, 179 
} fone 
"eets Pees WIONOY «252504052 sori coks icc eee ee eee 65, 758, 494 
Land, present value alii —naon edina-ambh 99, 666 
Rights-of-way, present value sane et be wal 1, 428, 830 
Working capital: | 
eeenne Gee CIR. 3.3 l sc ensa ues ccanccuamaeunee no aathaagih denbenel aati 880, 281 
Cash [23S See cam wane nied isaatiaeaaeneee None 
Adjusted valuation _ - ae ee - acoapep oipremenemtidetesmn anlaaanaia 68, 167, 271 


PRO RATA OF MAJOR PROJECTS COMPLETED DURING YEAR 1943 





Corneil CRes Gar Beet en occ. = aces eee ecicccccececesesoune $521, 729 
Deduct: 
PR TE I lle aictas ts times echetiieenapimeiiaiatindiipaaliigt None None 
Righ ts-of-w ay, original cost_.-.-- iscivensiaageiapio alias $4, 429 4, 429 
Original cost, less land and rights-of-way.............-...-.--- 517, 300 49. 7359371 
Reproduction cost, new...............-..--- otiaatendunaie ald 522, 793 | 50. 2640629 
Total _- Seatnsbaite cela netetin maieaiode vowestadin 1, 040, 008 | 100. ‘0000000 


Percent of depreciation: 
Reproduction cost, new. 
Reproduction cost, new, Tess depreciation _ 


Accumulated service life eran. 
Percent of depreciation : 
Depreciation._.-- eiexarte 


Net value... 
Add: 6 percent for going ‘concern and other elements of value 


Total physical property-.-. 
Land, present value 
Rights-of-way, present value-- 
Working capital: 

Material and supplies_.- 
Cash_..- 


Adjusted valuation. 





§22, 793 


522, 793 


None 
None 


.| None 
! 


$257, 28 
262, 7 


520, 061 


None 
520, 061 
31, 204 


551, 265 





ot None 


| 4, 429 


None 


555, 604 
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AMENDED REPORT FOR THE YEAR 1944 


Amended report to the Attorney General of the United States for the calendar 
year 1944 (civil action No. 14060) 


1. Adjusted valuation of property owned and used for common-carrier purposes: 
(A) In use as of Dec. 31, 1943 (p. 2) 
(B) Pro rata of major projects aa during the year 1944 (p. 3) 


2. 7 percent of valuation of common-carrier property 
3. Net earnings derived from transportation and other common-carrier services 
(line 9, schedule No. 302, annual report form P) 
(Add) or deduct: 


es Line 
No. No. 


302 25 Miscellaneous income charges-..............-.- 7, 259. 81 
302 31 Interest on loans 29, 123. 98 
300 5 Miscellaneous credits......................--.. (66. 82) 
300 7 Debits from retired carrier property 168. 97 
300 i on cantenndenncsinnncibe 1, 688. 00 


5, 204, 106. 40 


. Excess earnings to be transferred to surplus (line 3 less line 2). See note None 
. Excess earnings under par, V 
(A) aoe existing, constructing or acquiring new common-carrier 
acilities . . .-. 
(B) Maintaining normal ‘and reasonable working “capital ‘during ‘the 
current calendar year.._----- 
(C) Retiring debt outstanding Jan. Ee 1942, ‘which was incurred for the 
purpose of constructing or acquiring common-catrier property - - 


Total item 5_-_--- 
6. Excess earnings asteined (line ‘4 less line 5). See note... Po caninsa sien kick eee 
7. Dividends actually secicied Sie . $977, 532.00 
7A. Amount permitte ‘0 Se aid during 1944 invested in common-carrier facil- 
ities to be included in the valuation See sek pete seh. 3, 191, 900. 00 


Total item 7...--.---- ; 4, 169, 432. 00 
8. Dividends allowable in subsequent years (line 3 less lines 7 7, TA). See note....... . 1,034, 674. 20 


Nore.—Items 4 and 6 show no earnings in excess of 7 percent but, on the contrary, the difference between 
items 2 and 3 shows the amount of $353,822.80 not earned which may be paid within any one or more of the 


next succeeding 3 re in addition to the payments permitted to be paid in each such subsequent year as 


provided in par. III (D) of the consent decree. Net income for the year 1944 in the amount of $14,630 on 
investment of retained excess earnings funds has been transferred to appropriated earned surplus. 
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Adjusted valuation of property owned and used for common-carrier purposes 
as of Jan. 1, 1944 (amended) 


PROPERTY IN USE AS OF DEC, 31, 1943 


Gross Percent of 
total 


Original cost, all property | $101, 830, 987 
educt: 
Land, original cost 
Rights-of-way, original cost 
2, 249, 484 


Original cost, less land and rights-of-way 99, 581, 503 45. 0517619 $44, 863, 222 
Reproduction cost new _ 121, 456, 474 54. 9482381 66, 738, 193 


~ 221, 037,977 | 100. 0000000 111, 601, 415 





Percent of depreciation: 
Reprogucwien Gale NOW. ....-......... cce-nae 121, 456, 474 
Reproduction cost new less depreciation 69, 724, 174 

Accumulated service life depreciation. --_-__--_- 51, 732, 300 

Percent of depreciation ($51,732,300 divided by $121, 456, 474 

equals 42.5932833). 
Depreciation ($111,601,415 times 42.5932833) 47, 534, 707 





I a inci ath tient cal nla atch tematic el lalla aha 
Add 6 percent for going concern and other elements of value 


Total physical property 67, 910, 710 
Land, present value 102, 793 
Rights-of-way, present value | ; 1, 423, 902 
Working capital: 

PALE CORLL RAL IOS AM raat 890, 430 
ae Ree dbcbeadediekkehe patna sniadecnadacaitabendian |n-nonnnna-nne= None 
Adjusted valuation. .......-- 5 dbeeeenioels pianist hades teneleneie  stianiatprichumae Liceee~hee iene 70, 327, 835 
' 








PRO RATA OF MAJOR PROJECTS COMPLETED DURING YEAR 194 
sania liatiinas ion 3 : 
Original cost, all property | $8, 037, 297 | | 
Deduct: 

Land, original cost... .. 
Rights-of-way, original cost 
103, 193 
Original cost, less land and rights-of-way sic 7, 934, 104 7. 0292280 $3, 731, 348 
RepROGNotiels 0st MGW so sigs sc nnn cotincssce : aiaiiuaae 8, 936, 477 | 4 tase 720 4, 733, 721 


a nis _vvece--e---.} 16,870,581 | 100,0000000 8, 465, 069 


Percent of depreciation: | 
Reproduction cost new e-e-| 8, 986, 477 


Reproduction cost new ‘less de precis ation 8, 936, 477 


Accumulated service life depreciation | None | 
Percent of depreciation ineninmpeanadsiad None | 
I iilllindial ed istic cicneciemecienb icin hintanienincrtlon inthis inasidl idieipiaiaeee eS None 


Net value... [naccsasvoevecelé 8, 465, 069 
Add 6 ee for going concern and other elements of value - : 507, 904 
8, 972, 973 
a! of-w ay, pre sent Pi cccittsicnitnmnia ceemaientiaeaae ; 2 = 93, 059 
Working capital: 

Material and supplies........ jkedeneiteesnavndianata eee , None 
| None 


9, 071, 144 
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AMENDED REPORT FOR YEAR 1945 


Amended report to the Attorney General of the United States for the calender 
year 1945 (civil action No. 14060) 


Adjusted valuation of property owned and used for common carrier purposes 


(a) In use as of Dec. 31, 1944 (p. 2)...-- : $82, 373, 117 
167, 990. 


(b) Pro rata of major projects completed during the year 1945 (p. 3) 


: ene rem 4 .--- 82,541, 107 
2. 7 percent of valuation of common carrier property - - 5, 777, 877 


a2enme eo . oo . ° . On bday 


3. Net earnings derived from transportation and other common carrier services (line 9, 

schedule No. 302, annual report form P) _-- x - i ; . 5,468, 390.¢ 
(Add) or deduct: 
Schedule Line 
No. No. 

302 25 Miscellaneous income charges o----~ $0,345. 

302 26 Bad debts_--- 656. 68 

302 31 Interest on unfunded debt ‘ 37, 274. 49 

360 3 Miscellaneous credits (180. 92) 

300 7 Debits from retired carrier property 27. 55 

300 8 Miscellaneous debits _- i. : 2, 690. 56 

“ 49, 814. 35 


5, 418, 575. 99 
Excess earnings to be transferred to surplus (line 3 less line 2) (see note) ; = None 
Excess earnings under par. V: 

(a) Extending existing, constructing or acquiring new common-carrier facilities... _- None 

(6) Maintaining normal and reasonable working capital during the current calendar 
year... None 

(c) Retiring debt outstanding Jan. 1, 1942, which was incurred for the purpose of 
constructing or acquiring common-carrier property : None 


Total, item 5 
Excess earnings retained (line 4 less line 5) (see note) 


Dividends actually paid_. 4, 887, 660. 00 
A. Amount permitted to be paid during 1945 invested in common-carrier facilities to be 
included in the valuation None 


Total, item 7_- i ‘ 4 ‘ 4, 887, 660. 00 


Dividends allowable in subsequent years (line 3 less lines 7, 7A) (see note) -__-.- . 530, 915. 99 


Note.—Items 4 and 6 show no earnings in excess of 7 percent but, on the contrary, the difference between 
items 2 and 3 shows the amount of $359,301.01 not earned which may be paid within any 1 or more of the 
next succeeding 3 vears in addition to the payments permitted to be paid in each such subsequent year as 
provided in par. III (1) of the consent decree. Net income for the year 1945 in the amount of $28,711 has 
been transferred to appropriated earned surplus. 
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Adjusted valuation of property owned and used for common-carrier purposes 


as of Jan. 1, 1945 (amended) 


PROPERTY IN 


Gross 


Original cost, all property-- 
Deduct: 
Land, original cost _. 
Rights-of-way, original cost. 


| $117, 934, 790 
$326, 090 
2, 126, 162 

2, 452, 252 

$115, 482, 

133, 471, 


538 
197 


Original cost, less land and rights-of-way_. 
Reproduction cost new 


Total. 





$248, 952, 


Percent of depreciation: 
Reproduction cost new 


s 133, 471, 
Reproduction cost new less depreciation - 


wade 79, 959, 


197 


Accumulated service life depreciation 
Percent of depreciation ($53,511,578 divided by $133,471,197 
equals 40,0922290). 
Depreciation ($125,126,771 times 40.0922290) 


Net value 
Add 6 percent for going concern and other elements of value 


Total physical property 
Land, present value 
Rights-of-way, present value 
Working omnia 

Material and supplies. 
Cash. 


Adjusted valuation. . 


PRO RATA OF MAJOR 


Original cost, all property 
Deduct: 


Land, original cost $112 
Rights-of-way, original cost. 1, 053 
1, 165 
Original cost, less land and rights-of-way 157, 940 
Reproduction cost new 156, 927 
Total 314, 867 
Percent of depreciation: 
Reproduction cost new 156, $27 
Reproduction cost new less depreciation 156, 927 
Accumulated service life depreciation None 
Percent of depreciation None 


Depreciation 


Net value 
Add 6 percent for going concern and other elements of value 


Total physical property 
Land, present value 
Rights-of-way, present value 
Working capital: 

Material and supplies 
Cash 


Adjusted valuation 


TSE AS OF DEC. 31, 1944 


619 | 


53, 511, 578 | 


$159, 105 


Percent of 
total 


Net 


$53, 569, 056 
71, 557, 715 





46, 3871481 
1 


125, 126, 





100. 0000000 | 


} 


50, 166, 111 
__| 74,960, 660 
| 4, 497, 640 
co 
79, 458, 300 
122, 571 

| 1, 553, 832 
1, 159, 407 
79, 007 


82, 373, 117 


PROJECTS COMPLETED DURING YEAR 1945 


5O. 1608615 
49. 8391385 


224 
, 211 


100. 0000000 , 435 


None 


157, 435 
9, 446 
166, 881 
56 

1, 053 


None 
None 


167, 990 
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AMENDED ReEPorRT FoR YEAR 1946 


Amended report to the Attorney General of the United States for the calendar 
year 1946 (civil action No. 14060) 
1. Adjusted valuation of property owned and used for common-carrier purposes: 


(a) In use as of Dec. 31, 1945 (p. 2)- a $82, 286, 022. 00 
(6) Pro rata of major projects completed during the year 1946 (p. ee 1, 176, 997. 00 


OE iw nncrne ’ slvsetkelintaimiadeipsel 83, 463, 019. 00 
7 percent of valuation of common carrier property . 5, » StS, 411. 00 


3. Net earnings derived from a and other common 
schedule No. 302, annual report form P) 5, 947, 570. 42 
(Add) or deduct: 


Schedule Line 

No. No. 

302 25 Miscellaneous income charges 

302 26 Bad debts... .--- 

302 31 Interest on unfunded debt (refund) _. 

302 33 Interest on loans - - 

345 7 Interest income on refund of Federal tax- 

360 9 Miscellaneous credits__.---. 

300 3 Credits from retired carrier property - 

300 8 Miscellaneous debits. ............- 
$54, 657. 20 
: —————-_—«s-—«&&, B92, 913. 22 


4. Excess earnings (line 3 less line 2) (see note) , 4 ; 50, 502. 22 
5. Excess earnings under paragraph V: 

(a) Extending existing, constructing, or acquiring new common-carrier facilities. - None 

(6) Maintaining normal and reasonable working capital during the current calendar 
year None 

(c) Retiring debt outstanding Jan. 1, 1942, which was incurred for the purpose of 
constructing or acquiring common-c: irrie r property pndditeak None 
Total item 5.--_-- Staines ig Ea ceeteriseeberend None 
6. Excess earnings (line 4 less line 5) (see note) -_-_...-_..- ne hc eltcedaatet a Taat 50, 502. 22 


7. Dividends actually paid Pence " 887, 660, 00 
7A. Amount permitted to be paid during 1946 invested in common-carrier facilities to be 
included in the valuation... lepine schnasb tects talletiinio tateaipnineaabalniee 


SOUS OD Fin aed cdl ctniecinctstheesncae ‘ 


8. Dividends allowable in subsequent years (line 2 less lines 7, 7A) (see note) 954, 751. 00 


Norte.—Items 4 and 6 show excess earnings in the amount of $50,502.22 which has been applied against the 
amount not earned of $353,823 carried forward from year 1944 and is available for dividends together with 
the $954,751 shown in item 8. Net income for the year 1946 in the amount of $49,449 on investment of retained 
excess earnings funds has been transferred to appropriated earned surplus. 
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407 


Adjusted valuation of property owned and used for common-carrier purposes 
as of Jan. 1, 1946 (amended) 


PROPERTY IN US 


Original cost, all property.... 
Deduct: 
Land, original cost... 
Rights-of-way, original cost 


Original cost, less land and rights-of-way -- 
Reproduction cost new - - = 
SS Bilt cn ciniin orivenaiers 


Percent of depreciation: 
Reproduction cost new _.-...- 


E AS OF 


$365, 422 | 
. 2, 137, 367 


Reproduction cost new less depreci: ation 


Accumulated service life depreciation 


Percent of depreciation ($56,823,009 divided by $136,535, 536 | 


equals 41.6177434). 


Depreciation ($127,764,960 times 41.6177434) -_- 


Net value 


Add: 6 percent for going concern and other elements of value. 


Total physical Pee os 
Land, present value . 
Rights-of- way, present value..____- 
Working capital: 

Material and eo 
Cash. 


Adjusted valuation 


Original cost, all property -....- 
Deduct: 
Land, original cost __- 
Rights-of-way, original cost... 


Original cost, less land and eerie of-way-..... 


Rep ‘roduction cost new... -.. a 
Total_ 
Percent of depreciation: 


Reproduction cost new 
Reproduction cost new less depre ciation - 


Accumulated service life depreciation. __- 


Percent of depreciation __-...._..-. 
Depreciation... 4 


Net value... 


DEC. 31, 
| 


1945 


Gross 


| $120, 083, 276 | 


2, 502, 789 
117, 580, 487 
136, 535, 536 


254, a, 236; 023 





136, 535, 536 | 
79, 712, 527 | 


| &€ , 823, 009 


$1, 111, 288 | 


19, 399 | 
1, 091, 889 | | 
1, 096, 098 | 


2, 187, 987 | 


1, 096, 098 
1, 096, 098 


Add: 6 percent for going concern and other elements of value..| 


Total physical property......._- 
Land, present value-. ; 
Rights-of-way, present value_. 
Working capital: 

ares and a). eae 
Cash.....- > 


Adjusted valuation. 


Percent of 
total 


46. 2703947 
53. 7296053 


“190. 0000000 


$54, 404, 955 
73, 360, 005 


127, 764, 960 


53, 172, 893 
74, 592, 067 
4, 475, 524 


79, 067, 591 
138, 560 
1, 535, 036 


1, 330, 574 
214, 261 





49. 9038156 | 
50. 0961844 


$544, 804 
549, 103 


100. 0000000 1, 093, 997 


None 


1, 093, 997 
65, 640 


, 159, 637 
None 


17, 360 


None 
None 


1, 176, 997 
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AMENDED REPORT FOR YEAR 1947 


Amended report to the Attorney General of the United States for the calendar 
year 1947 (civil action No. 14060) 


Adjusted valuation of property owned and used for common-carrier purposes: 
(A) In use as of Dec. 31, 1946 (p. 2)- 
(B) Prorata of major projects completed during the year 1947 (p. 3) 
(C) Prorata of major retirements during the year 1947 (p, 4) _-- 


Total. Jif tds 
. 7 percent of valuation of common-carrier property : 
3. Net earnings derived from transportation and other common-carrier serv- 
ices (line 9, schedule No. 302, annual report form P) ....-.-. $6, 456, 657. 16 
(Add) or deduct: 
Schedule Line 
No. No. 
302 26 Miscellaneous income charges. 
302 35 Interest on loans-. 
360 3 Miscellaneous credits. 


$91, 199, 447. 
5, 593, 854. 
(886, 340. 
95, 906, 961.( 
6, 713, 487. 


$6, 196. 67 
202, 714. 68 
(349. 8: 5) 

- . 208, 561. 50 


6, 248, 095. 56 
. Excess earnings to be transferred to surplus (line 3 less line 2). 
. Excess earnings under par, V: 
(A) Extending existing, constructing, or acquiring new common-car- 
rier facilities 
(B) Maintaining normal and reasonable working capital during the 
current calendar year -- 
(C) Retiring debt outstanding Jan. 1942, which was incurred for the 
purpose of constructing or acquiring common-carrier property- 


See note None 


None 
None 


None 


Total, item 5 
6. Excess earnings retained (line 4 less line 5). 
7. Dividends actually paid 
7A. Amount permitted to be paid during 1947 invested in common-carrier 
facilities to be included in the valuation - - aS None 


$5, 083, 166. 40 


Total, item 7__. 


5, 083, 166. 40 
8. Dividends allow able in subsequent years (line 3 less lines 7 7, 7A). 


1, 164, 929. 26 


NotE.—Items 4 and 6 show no earnings in excess of 7 percent but, on the contrary, the difference between 
items 2 and 3 shows the amount of $465,391.44 not earned which may be paid within any one or more of 
the next succeeding 3 years in addition to the payments permitted to be paid in each such subsequent year 
as provided in par. III (D) of the consent decree. Net income for the year 1947 in the amount of $34,987 
on investment on retained excess earnings funds has been transferred to appropriated earned surplus. 


See note 


Adjusted valuation of property owned and used for common-carrier purposes 
as of Jan. 1, 1947 (amended) 


PROPERTY IN USE AS OF DECEMBER 31, 1946 


Percent of 
total 


Gross 





Original cost, all property 
Deduct: 
Land, original cost... __--- 
Rights-of- way, original cost 


$128, 322, 386 


_. $378, 372 
2, 348, 735 | 
—mewenncenet. 9 997. 167 


Original cost, less land and rights-of-way 
Reproduction cost new 


Percent of depreciation: 
Reproduction cost new 
Reproduction cost new less depreciation 


Accumulated service life depreciation --. - 

(Percent of depreciation ($65,699,937 divided by $156, 551, 595 
equals 41.9669547) .) 

Depreciation ($142,771,654 times 41.9669547) 


Net value 
Add: 6 percent for going concern and other elements of value. 


Total physical property 
Land, present value 
Rights-of-way, er value 
Working capita 

Material and supplies 
Cash 


| 282, 146, 874 





125, 595, 279 
156, 551, 595 


156, 551, 595 
90, 851, 658 


65, 699, 937 





44. 5141486 
55. 4858514 


100. 0 


$55, 907, 669 
86, 863, 985 


142, 71, 654 


59, 916, 916 


82, 854, 738 
4, 971, 284 
87, 826, 022 
143, 801 

1, 670, 131 


1, 403, 556 
155, 937 


91, 199, 447 
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PRO RATA OF MAJOR PROJECTS COMPLETED DURING YEAR 1947 


Original cost, all property . : $5, 333, 548 
Deduct: 
Land, original cost oe $20, 349 
Rights-of-way, original cost__ _. sus 48, 643 
Se 68, 992 | 
Original cost, less land and rights-of-way. -- “ics ‘ ‘ 5, 264, 556 50. 2975641 
Reproduction cost, new we 5, 202, 265 | 49. 7024359 


$2, 647, 943 
2, 585, 652 


Total - PETERS _....-| 10,466,821 | 100.0 


Percent of depreciation: | 
Reproduction cost, new. = - | 5, 202, 265 | 
Reproduction cost, new, less depreciation. - ; = 5, 202, 265 | 


Accumulated service life depreciation. : <a None | 
Percent of depreciation _ _ - None | 
Depreciation 


Net value : me 
Add: 6 percent for going concern and other elements of value_|_- Z 314, 016 
Total physical property ; : : : Deiat 5, 547, 611 
Land, present value ; saa 10, 175 
Rights-of-way, present value ; ; ated 36, 068 
Working capital: 
Material and supplies : - en At, None 
Seeds , Sn See None 


Adjusted valuation... ae eae a 7 5, 593, 854 


PRO RATA OF MAJOR RETIREMENTS DURING YEAR 1947 


Original cost, all property__. Ste was ($1, 698, 472) 
Deduct: 
Land, original cost seésecee None 
Rights-of-way, original cost _ fa ($3, 528) 
- Se (3, 528) 


Original cost, less land and rights-of-way... _-- wamenice (1, 694, 944)| (41. 2877929) ($699, 805) 
Reproduction cost new sett aet sais (2, 410, 250)| (58. 7122071); (1,415,111) 


Total... 5s tmiaiais | (4, 105, 194); (100.0 )} (2, 114, 916) 
Percent of depreciation: | 
Reproduction cost new - - ... ABs (2, 410, 250) 
Reproduction cost new, less depreciation... hid ud (949, 940) 


Accumulated service life depreciation. » .| (1, 460, 310) 
(Percent of depreciation ($1,460,310 divided by $2,410,250 | | 

equals 60.5874909) .) | 
Depreciation ($2,114,916 times 60.5874909) - .- me é ise (1, 281, 375) 


Net value__- i , ‘ (833, 541) 
Add: 6 percent of going concern and other elements of value-. ; ea cael (50, 012) 
Total physical property... ‘ ; Siueal (883, 553) 
Land, present value ‘ aa | : None 
Rights-of-way, present value... 4 init une (2, 787) 
Working capital: 
Material and supplies__. ; | mtihite ‘ None 
5: RE sniwe 


Adjusted valuation. -- 
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AMENDED REPORT FOR YEAR 1948 


Amended report to the Attorney General of the United States for the calendar 
year 1948 (civil action No. 14060) 


1, Adjusted valuation of property owned and used for common-carrier purposes: 
(A) In use as of Dec. 31, 1047 (docket No. 1902).................................... $128, 025, 000. 00 
(B) Pro rata of major projects completed during the year 1948 (p. 2).........----- 10, 879, 022.00 
(C) Pro rata of major retirements during the year 1948 (p. 3) (2, 360, 993. 00) 


136, 543, 029. 00 
2. 7 percent of valuation of common-carrier property 9, 558, 012. 00 
3. Net earnings derived from transportation and other common-carrier 
services (line 9, schedule No. 302, annual report form P)_..........--- $6, 730, 438. 09 
(Add) or deduct: 
Schedule Line 
No. No. 
302 Miscellaneous income charges. .-.....---- $9, 765. 00 
302 2 Bad debts_ 7 1, 108. 56 
302 DE OE SOs s citcnnandseckeenndsdcn 805, 872. 31 
360 Credits from retired carrier property - - -- (178. 50) 
360 Miscellaneous credits (119. 38) 
——— 816, 447. 99 
oO 5, 913, 990. 10 
4. Excess earnings to be transferred to surplus (line 3 less line 2) (see note) None 
5. Excess earnings under par. V: 
(A) Extending existing, constructing or acquiring new common- 
carrier facilities ___...__.-. 
(B) Maintaining normal and reasonable ‘working ‘eapital during ‘the 
current calendar year None 
(C) Retiring debt outstanding Jan. 1, 1942, which was incurred for the 
purpose of constructing or acquiring common-carrier property - - None 


Total, item 5 
6. Excess earnings retained (line 4 less line 5) (see note) .- 
7. Dividends actually paid _ _. 
7A, Amount permitted to be paid during 1948 invested in common-carrier 
facilities to be included in the valuation _§, 338, 056. 69 


Total, item 7 


8. Dividends allowable in subsequent years (line 3 less lines 7, 7A) (see note) 575, 933. 41 


Norte.—Items 4 and 6 show no earnings in excess of 7 percent but, on the contrary, the difference between 
items 2 and 3 shows the amount of $3,644,021.90 not earned which may be paid within any one or more of the 
next succeeding 3 years in addition to the payments permitted to be paid in each such subsequent year as 


proveced in par. III (D) of the consent decree. Net income for the year 1948 in the amount of $21,572 on 
vestment of retained excess earnings funds has been transferred to appropriated earned surplus. 


Adjusted valuation of property owned and used for common-carrier purposes 
as of Jan. 1,1948 (amended) 


PRO RATA OF MAJOR PROJECTS COMPLETED DURING YEAR 1948 


Gross Percent of 


Original cost, all property $10, 287, 986 
Deduct: 
Sen, GEIemneh C006 i5c2c555-2-65222c000-05 | 
Rights-of-w ay, original cost - ¢ . b 95, 648 
Original cost, less land and rights-of-way 10, 192, 343 50. 0471778 $5, 100, 980 
Reproduction cost, new 10, 173, 127 49. 9528222 5, 081, 764 





Total = 20, 365, 470 10, 182, 744 
Percent of depreciation: 
Reproduction cost, new é 10, 173, 127 
Reproduction cost, new, less depreciation 10, 173, 127 


Accumulated service-life Reet 
Percent of depreciation 
Depreciation 





Net value eee cae rekEe 10, 182, 744 
Add 6 percent for going concern and other elements of value. |_.............|--.----------- 610, 965 
Total physical property ma 10, 793, 709 
Land, present value . éxpebeeande None 
Rights-of-way, present value ei setae 85, 313 
Working capital: 
Material and supplies orien ; itnawennaried None 
Cash None 








Adjusted valuation 10, 879, 022 
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PRO RATA OF MAJOR RETIREMENTS DURING YEAR 1948 





Original cost, all property.............-..-- ieee ($5, 063, 786) 
Deduct: 
) Ne eee Se ne ee None 
Rights-of-way, original cost. -...........-....--- ($64, 909) 
a (64, 909) 
Original cost, less land and rights-of-way................ (4, 998, 877)| (41. 3991844); ($2, 069, 494) 
DCRR OTIIE GOGE. BOE « 6 vip tlipew enn ssi db inn incgainsutgnins (7,075, 943)| (58. 6008156) (4, 146, 560) 
pbibsbpabcbenensagnetateenitesnmaktaremiaae (12, 074, 820)} (100. 0000000) (6, 216, 054) 
Percent of depreciation: 
Reproduction cost new - antl cetbeceina (7, 075, 943) 
Reproduction cost new less depreciation _ Live ensongubddbinbicaamanes (2, 492, 082) 
Accumulated service life depreciation __- (4, 583, 861) 


Percent of depreciation ($4,583,861 divided by $7,075, 943 
equals 64.7809203) . 








Depreciation ($6,216,054 times 64.7809203) _.........-----..]-------- Sci cial senciinntaaaaia (4, 026, 817) 
INE: WIN onc civsietnbib Mob lee st Chin apuisunbememnsg cnn ichiiie wine masini e tats eee ee (2, 189, 237) 
Add 6 percent for going concern and other elements of value-_-|__..._....-.-.}----.--------- (131, 354) 
Total phryeleal Property soak ois. «2 orecnccewewen cucsquup UP sign Sieben SEM, See (2, 320, 591) 
Land, present value _- Sine caadesnaseudlalecdeawesduete be ceo ata ie  StaeeOn None 
Rights-of- way, present value. i Juba bnediecsue panieeaseeeeees (40, 402) 
Working capital: 
Material and —— biti _ asdulcsecdneuewveietnrusiameel None 


HEL. Sob idlideu des aynonweceensuhbinidenpnedtiimemmalliintal meen None 


Adjusted valuation ee 





AMENDED REPORT FoR YEAR 1949 


Amended report to the Attorney General of the United States for the calendar 
year 1949 (civil action No. 14060) 


1. Adjusted valuation of property owned and used for common-carrier r perp: (A) In 


use as of Dec, 31, 1948 (p. 2) .- cpuatiteneiies .------+«- $166, 092, 107.00 
2. 7 percent of valuation of common carrier property __. é C2AGSs.ussss” See eae 
3. Net earnings derived from transportation and other common carrier 
services (line 9, schedule No. 302, annual report form P)-...........- $6, 925, 595. 11 
(Add) or deduct: 
Schedule Line 
No. No. 
302 26 Miscellaneous income charges... ---- $5, 275. 00 
302 27 Bad debts 1, 998. 87 
302 33 Interest on delinquent and deficient 
tax payments__.._.-- abhomed 19, 897. 53 
302 35 Interest on loans. ‘ . 1,385, 556. 69 
360 2 Credit from retired carrier property. (31. 92) 
360 7-8 Miscellaneous credits -_-- i (1, 874. 59) 
360 11 Debits from retired carrier property , 195. 05 
360 16-17 Miscellaneous debits. 5, 012. 62 
345 7 Interest on year 1943 Federal income 
tax overassessment.-............-- (1, 180. 98) 
———————_ 1, 414, 848. 27 
—_—_— 5, 510, 746. 84 
4. Excess earnings to be transferred to surplus (line 3 less line 2). (See Note.)_..........-- None 
5. Excess earnings under par. V: 
(A) Extending existing, constructing or acquiring new common car- 
rier facilities Suen dette en Mihaila eee ieee None 
(B) Maintaining normal and reasonable working c: apital during ‘the 
current calendar year ---_- None 
(C) Retiring debt outstanding Jan. 1, 1942, which was incurred for the 
purpose of constructing or acquiring common carrier property. None 
Toteh theme Bick. oss ts issih ie - eis. Died 2 awods.2ils None 
6. Excess earnings retained (line 4 less line 5). "(See NBG) ip antiplenel cece peernabantescaae None 
7. Dividends actually paid None 
7A, Amount permitted to be paid during. 1949 invested in common carrier 


facilities to be included in the valuation.-.-_..............-.......-...- 5, 510, 746. 84 


ca aaa ae saictehanaaleehbaeaha ean aeeiaaainnenaiae 5, 510, 746. 84 
8. Dividends allowable in subsequent years (line 3 less lines 7, 7A.) (See note,)..........- None 


RUE SOUIEE Bxacronimete 


Note.—Items 4 and 6 show no earnings in excess of 7 percent but, on the contrary, the difference between 
items 2 and 3 shows the amount of $6,115,700.16 not earned which may be paid within any one or more of the 
next sueceeding 3 years in addition to the payments permitted to be paid in each such subsequent year as 
provided in par, III (D) of the consent decree. Net income for the year 1949 in the amount of $7,923 on in- 
vestment of retained excess earnings funds has been transferred to appropriated earned surplus. 
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Adjusted valuation of property owned and used for common-carrier purposes as 
of Jan. 1, 1949 (amended) 


PROPERTY IN USE AS OF DEC, 31, 1948 


a | 
Percent of Net 
total 





Original cost, all property.:.............................-....-| S183, 838, 462 | | 
Deduct: | 

Land, origina] cost__---. ---- $493, 313 

Rights-of-way, original cost __- ...-8, 022, 482 

3, 515, 795 | | 

Original cost, less land and rights-of-way -- Esieaeuaadmens | 180, 322, 667 42. 4345402 | $76, 519, 095 

Reproduction cost, nmew_.-.........---- : .| 244,620,471 | 57. 5654598 | 140, 816, 899 


! 424, 943, 138 | 100. 0000000 | 217, 335, 994 


Percent of depreciation: 
Reproduction cost, new. ie re .| 244, 620, 471 | 
Reproduction cost, new, Tess depreci OCIOR ia os a 5 i 168, 789, 630 





Accumulated service life depreciation - 75, 830, ‘$41 | 
Percent of depreciation ($75,830,841 div ided by $244, 620, 471 | | 

equals 30,9993848). } 
Depreciation $217,335,994 times 30.9993848) .............--- | 67, 372, 821 


ya 


Net value. | . | ; | 149, 963, 173 

Add 6 percent for going concern and other elements of value. : “a 8, 997, 790 

Total physical property -_____- : cuculeaianne ‘ 158, 960, 963 

Land, present value. _......-- : : Sse eTy : | : 161, 120 

Rights-of-way, present value___- iad dhieidhtiue ese : : ; 2, 075, 237 
Working capital: | 

Material and aepere. nd edate einen eee 5s = é be 2, 313, 050 


Cash. ka I a EN RO Be a = 2, 581, 737 





Adjusted valuation. _.......__. pftrs fi. ARON pias oa “166, 092, 107 


SECOND AMENDED REPORTS TO THE ATTORNEY GENERAL 


SERVICE Pipe LINE Co., 
Tulsa, Okla., March 8, 1951. 
The honorable the AtTORNEY GENERAL OF THE UNITED STATES, 
Washington, D. C. 


(Attention: Mr. H. Graham Morison. ) 


_ Dear Sirk: Under the provisions of the final judgment in the case of United 
States of America v. The Atlantic Refining Company et al., civil action No. 
14060, District Court of the United States for the District of Columbia, dated 
December 23, 1941, and known as the pipeline or Elkins Act decree, this com- 
pany is obliged, among other things, to limit payment of dividends to shipper- 
owner and also to report to the Attorney General of the United States, on or 
before April 15, of each year, certain information with respect to the valuation 
of its properties, as used by it in applying its dividend limitation and its re- 
tained or frozen surplus, if any. 

We have heretofore filed with you timely reports as required by the decree 
for each of the years 1942 to 1949, inclusive. Subsequent to the fixing of a new 
final valuation for Service Pipe Line Co., as of December 31, 1947, by the Inter- 
state Commerce Commission, we submitted to you amended reports for each of 
said years, together with material in support of the method used in computing 
the valuations shown in said reports, and requested your approval of same. 
As a result of conferences held with Assistant Attorney General Herbert A. 
Bergson and members of his staff pertaining to said reports and the material 
submitted in connection therewith, the Department’s interpretation of those 
parts of the decree which were the subject of our discussions was set out in a 
letter addressed to me from Mr. Bergson under date of September 14, 1950. By 
reason of such rulings on the questions involved, it becomes necessary to file 
second amended reports in order to comply with the Department’s interpreta- 
tion of the decree. 

We have, therefore, prepared and transmit herewith second amended reports 
for each of the years 1942 to 1949, inclusive, and the valuations shown in these 
reports have been computed in accordance with the interpretation of the perti- 
nent provisions of the decree as set forth in Mr. Bergson’s letter, referred to 
above. 
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You will note that the original reports heretofore filed each year consisted of 
two pages, the second page of which showed detailed computations of our an- 
nual adjustment in the latest final valuation made by the Interstate Commerce 
Commission. The reports submitted herewith omit such computations for the 
reason that, under the interpretation set out in Mr. Bergson’s letter that the 
final valuation made by the Interstate Commerce Commission remains constant 
for decree purposes until the Commission makes a new final valuation, the an- 
nual adjustment of the latest final valuation made by the Commission is not 
proper. 

Acknowledgment would be appreciated. 

Very truly yours, 
SERVICE Pree LINE Co., 
By J. L. Burxe, President. 


SERVICE PIPE LINE Co. 


Amended report to the Attorney General of the United States for calendar year 
1942 (required by final judgment in civil action No. 14060) 


Line 
No. 
1. Latest os ll valuation sade be the TOC. Woon on  o once ceentesennnerasithebbihscheanie $47, 150, 000 
2. Add: Value of additions and betterments to common-carrier property made after date of 

such latest final valuation, valued for the year in which completed_..................-.. 43, 683, 566 
3. Sum of above items. -_- et buwentucdcmecn se Gee 
4. Less: Appropriate deductions for phy sical depre ciation and retirements.__...--.---------- 16, 447, 134 
5. Total eae ScindecUei ban tend enpbienawadeeths tou vetented aaa .- 74,386, 432 
6. Less: Value of common-carrier facilities ‘acquired through investment of excess cee ils None 
7. VG@IUStion, 122006 00 COURTRGS ROG oii icccniin ta cette Hosa ks cnedh ceca anddan ees 74, 386, 432 
S. 7 pereent of that VORIIER 6 oun. oceans nsann cin enssnieds sdada ted betnedandhannaps doehlcuanns doll 5, 207, 050 
9. Earnings derived from transpor tation and othe aT common carrier. “services: Line 9, 

schedule No. 302, annual report form P pe ‘ ; .... $5, 943, 291 


(Add) or deduct: 
Schedule Line 


No. No. 

302 26 Miscellaneous income charges. - - $2,133 
302 30,31 Interest on loans-_-.- : aa : alien -. 48, 334 
300 5 Miscellaneous credits 7 ‘ (61) 
300 7 Debits from retired carrier property 72 


300 9 Miscellaneous debits. . 6,141 


a 5, 886, 672 


10. Earnings in excess of 7 percent of valuation transferred to surplus and retained pursuant to 


par. V. ‘ 3 ; 679, 622 
11. Payments to all stockholders, earned and paid in accordance with par. IIT 4, 073, 050 
12. Earned and permitted to be paid this year but withheld; payment permitted at any time 

hereafter in accordance with snbpar. III (c) (line 8 less line 11) : om 1, 134, 000 


Mar. 8, 1952, Tulsa, Okla. 
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Amended report to the Attorney General of the United States for calendar year 
943 (required in final judgment in civil action No, 14060) 
me 
No. 
1. Latest final valuation made by the ICC - ¢. $47, 150, 000 


2. Add: Value of additions and betterments to common-carrier property made after date of 
such latest final valuation, valued for the year in which completed 47, 948, 359 
95, 098, 359 
19, 427, 943 


Total valuation. -___-__- --. 75,670, 416 


5 Less: Value of common-carrier facilities acquired through ‘investment of excess earnings 4 None 
> WARES TUDE OD GUNTIEINS IIIB. nn nono c nnn cence mace emcee necmme atid. dadbid- a) Wie 670, 416 


. 7 percent of that valuation.-........._.. actully snescisgien , poate 
. Earnings derived from transportation ‘and other common-carrier services: 
Line 9, schedule 302, annual report form P__-.-_-- tte 
(Add) or deduct: 


Schedule Line 
No. No. 


302 26 Miscellaneous income charges. ..................-.. 3, 923 
302 31 Interest on loans. : caus , 520 
300 7 Debits from retired carrier property ; shite , 258 
300 Miscellaneous credits. pomie (70) 
300 Miscellaneous debits.............._-- ad 125 


Total earnings available for distribution to stockholders............ 5, 510, 110 


10. Earnings in excess of 7 percent of valuation transferred to surplus and retained pursuant to 
par. V !.... 213, 681 
11. Payments to all stockholders, earned and paid in accordance with par. TIT 2, 280, 908 
12. Earned and permitted to be paid this year but invested in common-carrier facilities included 
in valuation in accordance with subpar. IIT (ec) (i and ii) _- 1, 920, 956 
13. Earned and permitted to be paid this year but withheld; payment permitted at any time 
hereafter in accordance with subpar. ITI (ec) (line 8 less lines 11 and 12) 1, 095, 085 
14. Amounts withdrawn from surplus retained in year 1942 pursuant to par. V ?__-- a 570, 377 


1 Amounts transferred to surplus (line 10) include $500 of net interest income on investments of excess 
earnings retained in prior years. 

? Retiring debt outstanding Jan. 1, 1942, which was incurred for the purpose of constructing or acquiring 
common carrier property. 


Amended — to the Attorney General of the United States fer calendar year 
944 (required by final judgment in civil action No. 14060) 
Line 
No. 
1. Latest final valuation made by the ICC.....................-...--..--...-- $47, 150, 000 
2. Add: Value of additions and betterments to common-carrier property made after date of 
such latest final valuation, valued for the year in which completed 60, 887, 378 
. Sum of above items 108, 037, 378 
. Less: Appropriate deductions for phy sical depreciation and retirements................... 22, 657, 867 
SS SII, 0a. camsinniemewneoes ----- 85,379, 511 
. Less: Value of common-carrier facilities acquired through investment of excess earnings - ae None 
. Valuation used as earnings basis _ 86, 5%, Sil 


. 7 percent of that valuation 
. Earnings derived from transportation and other common-carrier services: Line 
9, schedule No. 302, annual report form P ee . $5, 242, 280 
(Add) or deduct: 
Schdeule Line 
No. No. 
302 25 Miscellaneous income charges 
302 31 Interest on loans. -_- Sexnna 
300 5 Miscellaneous credits 
300 7 Debits from retired carrier eens rty. ~ 
300 8 Miscellaneous debits_-- , 


Total earnings available for distribution to stockholders_...........-- ; 


10 .Earnings less than 7 percent of valuation carried forward for next succeeding 3 ra as hone 

vided in subpar. ITI (d) (line 8 less line 9) ____--- ae soa 772, 460 
11.Payments to all stockholders, earned and paid in accordance with par. IIl_ 977, 532 
12. Earned and permitted to be paid this year but invested in common-carrier facilities in- 

cluded in valuation in accordance with subpar. ITI (c) (i and fi)_-- 3, 191, 90 
13. Earned and permitted to be paid this year but withheld; payment permitted at any | time j 

hereafter in accordance with subpar. III (c) (line 9 less lines 11 and 12)_...-_--- _.. 1,034,674 
14. Amounts transferred to surplus retained pursuant to par. V !..........--..-..------------- 3, 089 


1 Amounts transferred to surplus (line 14) are net interest income on investment of excess earnings retained 
in prior years. 
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Amended report to the Attorney General of the United States for calendar year 
1945 (required by final judgment in civil action No. 14060) 





Line 

No. 

1. Latest final valuation made by the ICC...._...._.-....---..------ ~~ <n ene ee nn ne nn n-+----5- $47, 150, 000 
2. Add: Value of additions and betterments to common-carrier property made after date of 

such latest final valuation, valued for the year in which completed. -.-........-----.------ 71, 504, 804 

Stee OF Oars BR ie a oie ccccann oe easedinancsntaieidenedr esata 118, 654, 804 
4. Less: Appropriate deductions for physical depreciation and retirements. -............----- 25, 795, 566 
5. A eee ninteshent=ansenn-aapienndne —— 92, 859, 238 
6. Less: Value of common-carrier facilities acquired through investment of excess earnings. -. one 
7; Veluitao wed at catniies Deme. .. oo on nn oo  c censn n ecece cee ccccceccccccceserasenas $2, 859, 238 
8. 7 percent of that valuation. --...............---.----- hn aha in ive coihsotaiantiiamintciactaeediaadaal 6, 500, 147 
9. Earnings derived from transportation and other common-carrier services; Line 9, 


Se 200; OEE, GRMUNRE SONNOES POET Fo. 50 oc cccawcccceecccescesnessnenanese $5, 468, 390 
(Add) or deduct: 


Schedule Line 
No. 


No. 
302 25 Miscellaneous income charges. -...............--.----.. $9, 346 
302 Se iccntcininintstrtinsimncdintninnetiesaasu ain 657 
302 Zi Interest on unfunded debt... 2... ccccnwcccscccscss 37, 274 
360 SF CE enincccntncousencndmonncntmedainin (181) 
300 7 Debits from retired property............-....-...-.-.-. 28 
300 GS FN GIs occectdcinccccicnastanctenensnachhuln 2, 690 





Total earnings available for distribution to stockholders_............. 5, 418, 576 


10. Earnings less than 7 percent of valuation carried forward for next succeeding 3 years as pro- 


vided in subpar. III (d) (line € leas lime O)in.g oc. oscisssuen dewieen nn cise ecenesesluscilé 1, 081, 571 
11, Payments to all stockholders: Earned and paid in accordance with par. III !._.........._.. 4, 887, 660 
12, Earned and permitted to be paid this year but withheld; payment permitted at any time 

hereafter in accordance with subpar. III (c) (lime 9 less line 11) .-.-..-.--------.---- 2. 530, 916 


13. Amounts transferred to surplus retained pursuant to par. V 2 


1 Dividends on line 11 were paid on Mar. 29, 1946. 
2 Amounts transferred to surplus (line 13) are net interest income on investment of excess earnings retained 
in prior years. 


Amended report to the Attorney General of the United States for calendar year 
1946 (required by final judgment in civil action No. 14060) 


Line 
No. 
1. Latest final valuation made by the ICC_- bniminsh iat caahin bicie eiebedinblaiths wba abit $47, 150, 000 
2. Add: Value of additions and betterments to common carrier ‘property made after date of 
such latest final valuation, valued for the year in which completed. -..............-...- 76, 430, 984 
3. Sum of above items. -_- ctdtdonidacandne: SR RGRS 
4. Less: Appropriate deductions for phy sical depreciation and retirements.....-..------- oa 29, 277, 790 
GSS OURE WeNI so... a nindinn dines ve His ccnnroctiasign tal 4b bee. Bisset ee ree 94, 303, 194 
6. Less: Value of common carrier facilities acquired through investment on excess earnings. None 
7. Valuation used as earnings basis......................-..---- Salcadbencsdadedatee Dl ee 
8. Seven percent of that valuation... nomtiiocan ait eae 
9. Earnings derived from tr: ansportation and other common-carrier services: Line 
9, schedule No, 302, annual report form P-.-...............-.-----.--.-..--..-- $5, 947, 570 
(Anas or deduct: 
Schedule Line 
No, No. 
302 25 Miscellaneous income charges-...................-..... $5, 518 
302 » ER rear a ey a eee AIP eT ees 764 
302 31 Interest on refunded debt (refund) iitdediteabdin didi’ Wioiiadstcd (559) 
302 33 Interest on loans. -- stip est chigiunen iat 
345 7 Interest income on refund of Federal tax.._..-...--__- (i, 052) 
360 ©. BERISS INOUE CII one cncicctncinwccedibnbeies lide s (533) 
300 3 Credits from retired carrier property i ae (263) 
300 ©, ERIICORIOIINO. os. Side il se hd 568 
54, 657 


Total earnings available for distribution to stockholders........._.- 5, 892, 913 


10. Earnings less than 7 percent of valuation carried forward for next succeeding 3 years, as 


peoviaed in eubpar, Til (G) Cite Oia Tn Phen oon cheek coe ateacccavcedwac 708, 311 
11. Payments to all stockholders: Earned and paid in accordance with par. i: ..... 4,887,660 
12. Earned and permitted to be paid this year but withheld; payment perm itted at any time 

hereafter in accordance with subpar. III (c) (line 9 less line 11)__...-......-.---.-.--..-. 1, 005, 253 


13. Amounts transferred to surplus retained pursuant to par. V (see note). 


NotTe.—Amounts transferred to surplus (line 13) are net interest income on investment of excess earnings 
retained in prior years. 
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Amended report to the Attorney General of the United States for calendar year 
1947 (required by final judgment in civil action No. 14060) 


Line 
No. 


1, Latest final valuation made by the ICC________- $47, 150, 000 
2. Add: Value of additions and betterments to common carrier property made after date of 
such latest final valuation, valued for the year in which completed... ___- - 89, 912, 209 


. Sum of above items_. ——e -. 137,062, 209 
. Less: Appropriate deductions for physical depreciation and retirements. ______. ... 32,803, 755 


. Total valuation. 104, 258, 454 
3. Less: Value of common carrier facilities acquired through investment of excess earnings... None 
. Valuation used as earnings basis_____ note ; cteilccineniconinal 104, 258, 454 


. 7 percent of that valuation. 7, 298, 092 
. Earnings derived from transportation and other common-carrier services: Line 9, schedule 
No. 302, annual report, form P. : snamaiuenmnbe kisah vase . $6, 456, 657 
(Add) or deduct: 
Schedule Line 
No. No. 
302 26 Miscellaneous income charges.- 
302 35 Interest on loans__- neal 
360 3 Miscellaneous credits..... 
208, 562 


Total earnings available for distribution to stockholders . 6,248,095 


40, Earnings less than 7 percent of valuation carried forward for next succeeding 3 years as pro- 

vided in subpar. III (d) (line 8 less line 9) - 1, 049, 997 
41, Payments to all stockholders: Earned and paid in accordance with par, IIT_ 5, 083, 164 
12. Earned and permitted to be paid this year but withheld; payment permitted at any time 

hereafter in accordance w ith subpar. III (c) (line 9 less iine 11) z A 1, 164, 929 
13. Amounts transferred to surplus retained pursuant to par. V (see note) ....._..___- 7, 327 


Notre.—Amounts transferred to surplus (line 13) are net interest income on investment of excess earnings 
retained in prior years. 


Amended report to the Attorney General of the United States for calendar ye 
1948 (required by final judgment in civil action No. 14060) 


Line 
No. 
1. Latest final valuation made by the ICC ___- $128, 025, 
2. Add value of additions and betterments to common ¢ arrier property made after date of 
such latest final valuation, valued for the year in which completed _-_- 10, 879, 02% 


Sum of above items / ; 138, $04, 
Less. appropriate deductions for physical depreciation and retirements 2, 360, 993 


5. Total valuation 136, 543, 029 
. Less value-of common-carrier facilities acquired through investment of excess e arnings None 
. Valuation used as earnings basis 136, 543, 029 
. 7 percent of that valuation 9, 558, 012 
. Earnings derived from transportation and other common-carrier services, line 9, 

schedule No. 302, annual report form P_- $6, 730, 438 
(Add) or deduct: 
Schedule Line 
No No. 
302 26 Miscellaneous income charges. -- $9, 765 
302 27 ~=Bad debts_.-. . 1, 109 
302 35 Interest on loans 805, ST2 
360 Credits for retired carrier property (179) 
360 5 Miscellaneous credits (119) 
- a= 816, 448 


Total earnings available for distribution to stockholders 5, 913, 990 


10. Earnings less than 7 percent of valuation carried forward for next succeeding 3 years as 

provided in subpar. III (d) (line 8 less line 9) -- 3 3, 644, 022 
11. Payments to all stockholders. None 
12, Earned and permitted to be paid this year but invested in common-carrier facilities in- 

cluded in the valuation in accordance with subpar. ITT (¢) (i and id 5, 338, 057 
13. Earned and perm tted to be pad ths year brut w thhel’; payment perm tted at any 

t me hereafter n accor lance w th subs ar. III (c) (1 ne & less | ne 12) 575. 9233 
14. Amounts transferred to sury lus retained pursuant to; ar. V! 1. “7 


1 Amounts transferred to surplus (Ine 14) are net interest income on investment of excess earnings re- 
ta'ned in pr.or years. 
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Amended report to the Attorney General of the United States for calendar year 
1949 (required by final judgment in civil action No. 14060) 

Line 

No. 


1. Latest final valuation made by the ICC____......--- $128, 025, 000 
2. Add value of additions and betterments to common carrier property made after date of 
such latest final valuation, valued for the year in which completed 41, 969, 211 


q Suite GF UDO VS WOMB. «ooo nn onkencan-snikesabetniees ghtp anh tneaeig 2 ana beeen 169, 994, 211 
. Less appropriate deductions for phy sical depreciation and retirements--_-_-.- - 4, 787, 674 


E Total valuation. 165, 206, 537 
. Less value of common carrier facilities acquired through investment of excess earnings__.- None 
a EE SNE O ORPEIIIND NII oc necvnvacksspecsceians buweineteotedalanenndemacieee 165, 206, 537 


. 7 percent of that valuation 11, 564, 468 
. Earnings derived from transportation or other common carrier services, line 
9, schedule No. 302, annual report form P_....-.-...-......---..-.... $6,925,595 
(Add) or deduct: 
Schedule Line 
No. No. 
302 3} Miscellaneous income charges $5, 275 
302 : Bad debts... be 1, 999 
302 33 Interest on delinque nt and deficient tax pay- 
ments... : ne 19, 897 
302 < Interest on ‘Joans_ ae eT . 1,385, 557 
360 2 Credit for retired carrier property - anvititeath. (32) 
360 Miscellaneous credits. - -- Biba (1, 875) 
360 Debits from retired carrier property .-- datbaubag 195 
360 +-17 Miscellaneous debits-__-__. 5, 013 
345 7 Interest on year 1943 Federal income tax over- 
assessment.......... 
1, 414, 848 


Total earnings available for distribution 
to stockholders... .......... gi i Be eeon ee 5, 510, 747 


10. Earnings less than 7 percent of valuation carried forward for next succeeding 3 years, as 

provided in subpar. III (d) (line 8 less line 9) bt kei 3 6, 053, 711 
11. Payments to all stockholders None 
12. Earned and permitted to be paid this. year but investe d in common earrier facilities in- 

cluded in the valuation in accordance with subpar. IIT (c) (i and ii) -- : pss 5, 510, 747 
13. Amounts transferred to surplus retained pursuant to par. V '_........-.--..-- 756 


! Amounts transferred to surplus (line 13) are net interest income on investment of excess earnings 
retained in prior years. 


SERVICE Piree LINE Co., 
Tulsa, Okla., April 10, 1951. 
The honorable the ATTORNEY GENERAL OF THE UNITED STATES, 
Washington, D. C. 
(Attention: Mr. H. Graham Morison.) 

Drak Str: Under the provisions of the final judgment in the case of United 
States of America vy. The Atlantic Refining Company et al. (civil action 
No. 14060), District Court of the United States for the District of Columbia, 
dated December 23, 1941, and known as the pipeline or Elkins Act decree, this 
company is obliged, among other things, to limit payment of dividends to ship- 
per-owners and also to report to the Attorney General of the United States, on 
or before April 15, of each year, certain information with respect to the valua- 
tion of its properties, as used by it in applying its dividend limitation and its 
retained or frozen surplus, if amy. 

Therefore, we submit herewith a report containing the information which 
Service Pipe Line Co. is obliged to file with you in compliance with said 
judgement. 

Acknowledgment would be appreciated. 

Yours very truly, 
SERVICE Pree LINE Co., 
By J. L. BurKxe, President. 
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SERVICE Pree LINE Co. 


Report to the Attorney General of the United States for the calendar year 
1950 (Civil Action No. 14060) 
Line 
No. 
1. Latest final valuation made by the ICC 
2. Add: Value of additions and betterments to common-carrier property made after date of 
such latest final valuation, valued for the year in which completed 49, 679, 538 


177, 704, 538 
12, 902, 997 


. Total valuation 164, 801, 541 
. Less: Value of common-carrier facilities acquired through investment of excess earnings_. 353, 067 


. Valuation used as earnings basis 164, 448, 474 
. 7 percent of that valuation 11, 5u, 393. 


. Earnings derived from transportation or other common-carrier services: line 
9, schedule No. 302, annual report form P 
(Add) or deduct: 


Schedule Line 
No. No. 
302 26 Miscellaneous income charges 
302 27 
302 20 Miscellaneous income (4) 
360 2 Miscellaneous credits....................... (156) 
360 5-7 Debits from retired carrier property 2, 852 
360 11-12 Miscellaneous debits 3, 600 


302 35 Interest on loans 1, 158, 405 
302 33 Interest on delinquent and deficient tax pay- 


1, 186, 896 
Total earnings available for distribution to stockholders 9, 853, 938 


10. Earnings less than 7 percent of valuation carried forward for next ern 3 years, as 

provided in subpar. III (d) (line 8 less line 9) 1, 657, 455 
11. Payments to all stockholders 4, 284, 849 
12. Earned and permitted to be paid this year but invested in common-carrier facilities in- 

cluded in the valuation in accordance with subpar. III (ec) (i and ii) 5, 569, 089 
13. Amounts transferred to surplus retained pursuant to par. V Y 


Apr. 10, 1951, Tulsa, Okla. 


APRIL 11, 1952. 
The honorable the ATroRNEY GENERAL OF THE UNITED STATES, 
Washington, D.C. 
(Attention : Mr. H. Graham Morison.) 

Dear Srr: Under the provisions of the final judgment in the case of United 
States of America v. The Atlantic Refining Company et al., civil action 
No. 14060, District Court of the United States for the District of Columbia, dated 
December 23, 1941, and known as the pipeline or Elkins Act decree, this com- 
pany is obliged, among other things, to limit payment of dividends to shipper- 
owners and also to report to the Attorney General of the United States, on or 
before April 15, of each year, certain information with respect to the valuation 
of its properties, as used by it in applying its dividend limitation and its re- 
tained or frozen surplus, if any. 

Therefore, we submit herewith a report containing the information which 
Service Pipe Line Co. is obliged to file with you in compliance with said 
judgment. 

Acknowledgment would be appreciated. 

Yours very truly, 
Service Pree Line Co. 
By ———— ————, President. 
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SERVICE Pree LINE Co. 


Report to the Attorney General of the United States for the calendar year 
1951 (civil action No. 14060) 


Line 

No. 

1, Domest Dil waletion annie tre Wie FOG, conc ererere nt eeenneeensarhdene-seedetiehembace $128, 025, 000 
2. Add: Value of additions and betterments to common-carrier property made after date of 

such latest final valuation, valued for the year in which completed --.---......-....-.--- 57, 244, 410 

S,. SOE RNO0S TORRE. oS. .- os peneennntnre inte seapresmrepntiy inetecler anh nannies 185, 269, 410 
4, Less: Appropriate deductions for physical depreciation and retirements. ...............-.. 15, 716, 769 
Be Re Pe irre erasen 4rosnnerisasseenine-tneecnnnianmmngomneiae 169, 552, 641 
6. Less: Value of common-carrier facilities acquired through inv estment of excess earnings... 353, 067 
7. Valuation used as earnings basis...................-.....-...- ~itovepeiiencanneasiiimarsaaall nana tiene 169, 199, 574 
6,,Z nemeenst of thet valuation... ..............<-.-.<--. é dcboigitiatidinicnal nemiindeimmaiiaa Keeepotencantie 11, 843, 970 
9. Earnings derived from transportation or other common-carrier services: 


Line 9, schedule No. 302, annual report form P_-.-.-.....-...-..-..----...- $11, 258, 893 
(Add) or deduct: 


Schedule Line 





No. No. 
302 26 Miscellaneous income charges-..........--..-.--.----- $8, 853 
302 27 Bad debts. aapbiduienneradiads 3, 217 
360 2-4 Debits from retired carrier pr operty.. lates sad 908 
360 © I Gio isa acne ncnccsamienceorns 100 
302 32 Interest on long-term debt---- .-. 989, 589 
302 33 Interest on de linquent and deficient tax pay- 
ments....... aie ° 403 
302 34 Amortization of discount on funded debt_-_-..--- 7, 504 
—— 1,010, 57 
Total earnings available for distribution to stockholders. _.-._-.-- 10, 248, 319 
10. Earnings less than 7 percent of valuation carried forward for next succeeding 3 years, as 
provided in subpar. IIT (d) (line 8 2008 HINO G) .... ncn cneccncccnncecccnccsccassenncens 1, 595, 651 
11; Payanenta do all stock heldaes. .... «i 3-1. ssesewasivinite~5) ges) mee ails obese does ‘ 1, 759, 558 
12. Earned and permitted to be paid this ye ar but invested in ‘common-carrier facilities in- 
cluded in the valuation in accordance with subpar. III (e) (i amd ii)..........-.-.--.--- 8, 488, 761 
13. Amounts transferred to surplus retained pursuant to par. V- : ~sedia teen balebenale None 


Apr. 11, 1952, ‘Tulsa, Okla. 


DEPARTMENT OF JUSTICE, 
Washington, D. C., April 22, 1952. 
Mr. J. L. BURKE, 
President, Service Pipe Line Co., Tulsa, Okla, 

Dear Mr. BuRKE: We have your letter of April 11, 1952, enclosing the annual 
report of your company for the calendar year 1951, as required by paragraph 
VIII of the final judgment entered in the case of United States v. The Atlantic 
Refining Company, et al., Civil Action No. 14060. 

The report is being placed in the files of this Department. 

Sincerely yours, 
H. G. Morison, 
Assistant Attorney General. 


SERVICE Pree LINE Co. 
Tulsa, Okla., April 12, 1954. 
The honorable the ATTORNEY GENERAL OF THE UNITED STATES, 
Washington, D. C. 


DeAR Sirk: Under the provisions of the final judgment in the case of United 
States of America v. The Atlantic Refining Company et al., civil action No. 14060, 
District Court of the United States for the District of Columbia, dated December 
23, 1941, and known as the pipeline or Elkins Act decree, this company is obliged, 
among other things, to limit payment of dividends to shipper-owners and also 
to report to the Attorney General of the United States, on or before April 15, 
of each year, certain information with respect to the valuation of its properties 
as used by it in applying its dividend limitation and its retained or frozen 
surplus, if any. 

Therefore, we submit herewith a report containing the information which 
Service Pipe Line Co. is obliged to file with you in compliance with said judgment. 

Acknowledgment would be appreciated, 

Yours truly, 
SERVICE Pier LINE Co., 


ty J. L. Burke, President. 
98505—57—pt. 1, vol. 1 
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SERVICE PIPE LINE Co. 


Report to the Attorney General of the United States for the calendar year 
1953 (civil action No. 14060) 
Line 
— 
Latest final valuation made by the ICC_...____- .. $172, 541, 000 
2 Add value of additions and betterments to common-carrier property made after date of 
such latest final valuation, valued for the year in which completed aan 


3. Sum of the above items. Rae 172, 541, 000 
4. Less appropriate deductions for physical deprec iation and retirements..._- chenecanep... bs Tee 


Total valuation - -_- -- 170,779,928 
3. Less value of common-carrier facilities acquired through investment of excess earnings... 353, 067 


Valuation used as earnings basis -- - . ae ss 170, 4 26, S61 


. 7 percent of that valuation... - — : “11, 929, 880 
. Earnings derived from transportat on and other common-carrier “services, 
L.ne 45, schedule No. 302, annual report form P_- ee ... $10, 229, 923 
Surplus adjustments: 
(Add) or deduct: 


Schedule Line 
No. No. 


360 1 Cred ts from retired carrier property ($385) 
360 4 Miscellaneous credits----- sp nnicdenan Te 
360 8 Debits from retired carrier property - : 329 

360 11 Miscellaneous debits... .._-- — .. , 48, 757 


-—-~ (8, 218) 
Total earnings available for distribution to stockholders. 10, 236, 141 
10. Earnings less than 7 rercent of valuat'on carried forward for next succeeding 3 years as pro- 
v.ded in subpar III (4) (1 ne & less Line 9) i “a pe 1, 693, 739 
11. Payments to all stockholders !__ - ; : 9, 565, 124 
12. Earned anu ; ermitted to be pa'd this year but w-thbeld; payment permitted at any time 
herea:ter in accordance with subpar. II] (c) (ine 9 le ss line 11) ; 671, 017 


' In addit on to the payments shown for item 11, which represents divic ends on year 1953 earnings, there 
was an addit onal $601,209 paid on year 1952 earn:ngs. 


SERVICE PreE LINE Co., 
Tulsa, Okla., April 13, 1955. 
The honorable the ATTORNEY GENERAL OF THE UNITED STATES, 
Washington, D.C. 

DEAR Sirk: Under the provisions of the final judgment in the case of United 
States of America vy. The Atlantic Refining Company et al., civil action No. 
14060, District Court of the United States for the District of Columbia, dated 
December 23, 1941, and known as the pipeline or Elkins Act decree, this com- 
pany is obliged, among other things, to limit payment of dividends to shipper- 
owners and also the report to the Attorney General of the United States, on or 
before April 15, of each year, certain information with respect to the valuation 
of its properties, as used by it in applying its dividend limitation and its retained 
or frozen surplus, if any. 

Therefore, we submit herewith a report containing the information which 
Service Pipe Line Co. is obliged to file with you in compliance with said judgment. 

Acknowledgment would be appreciated. 

Yours truly, 
SERVICE Pree LINE Co., 
gv J. L. Burke, President. 
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SERVICE Pree LINE Co 


Report to the Attorney General of the United States for the calendar year 
1954 (civil action No. 14060) 
Line 
No. 
1. Latest final valuation made by the ICC__- . nied $170, 472, 700 
2. Add: Value of additions and betterments to common carrier property “made after date 


of such latest final valuation, valued for the year in which completed. ________---- ; None 
3. Sum of the above items : aide 170, 472, 700 
4. Less: Appropriate deductions for physical depreciation and retirements - --- 3 : None 
5. Total en Kes ss) SIG; 472, 700 
6. Less: Value of common carrier facilities acquired through inv estment of excess e: arnings- 353, 067 
7. Valuation used as earnings basis Seam a ; . ee "170, 119, 633 
8. Seven percent of that valuation. _- et aie 11, 908, 374 
9, Earnings derived from transportation and other common- carrier services: 
line 45, schedule No. 302, annual report form P : bitte $11, 022, 304 
Surplus adjustments add or deduct: 
Schedule Line 
No. No, 
360 1 Miscellaneous credits ($150, 815) 
360 7 Debits from retired carrier property 1, 549 
360 11 Miscellaneous debits 20, 750 
(128, 516) 
Total earnings available for distribution to stockholders 11, 150, 620 
10, Earnings less than 7 percent of valuation carried forward for next succeeding 3 years as 
provided in subparagraph LII (d) (line 8 less line 9) 757, 554 
11. Payments to all stockholders ! 9, 218, 348 
12. Earned and permitted to be paid this year but withheld; payment permitted at any time 
hereafter in accordance with subparayzraph III (c) (ine 9 less line 11) : 1, 932, 472 


In addition to the payments shown for item 11, which represents dividends on year 1954 earnings, there 
was an additional $671,017 paid on year 1953 earnings. 


DEPARTMENT OF JUSTICE, 
Washington, D. C., April 19, 1955. 
Mr. J. L. BURKE, 
President, Service Pipe Line Co., 
Tuisa, Okla. 

DeaR Mr. BURKE: We have your letter of April 13, 1955, addressed to the 
Attorney General, enclosing the annual report of your company for the calendar 
year 1954, as required by paragraph VIII of the final judgment entered in the 
case of United States vy. The Atlantic Refining Company et al., civil action No. 
14060. 

The report is being placed in the files of this Department. 

Sincerely yours, 
STANLEY N. BARNES, 
Assistant Attorney General. 


SERVICE PIPE LINE Co., 
Tulsa, Okla., April 6, 1956. 
The honorable the ArrorNeY GENERAL OF THE UNITED STATES, 
Washington, D. C. 

Dear Sir: Under the provisions of the final judgment in the case of United 
States of America y. The Atlantic Refining Company et al., Civil Action No. 
14060, District Court of the United States for the District of Columbia, dated 
December 23, 1941, and known as the pipeline or Elkins Act decre, this company 
is obliged, among other things, to limit payment of dividends to shipper-owners 
and also to report to the Attorney General of the United States, on or before 
April 15, of each year, certain information with respect to the valuation of its 
properties, as used by it in applying its dividend limitation and its retained or 
frozen surplus, if any. 

Therefore, we submit herewith a report containing the information which 
Service Pipe Line Co. is obliged to file with you in compliance with said judgment. 

Acknowledgment would be appreciated. 

Yours truly, 
SERVICE Pipe LINE Co., 
By J. L. Burke, President. 
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SERVICE Pipe LINE Co. 


Report to the Attorney General of the United States for the calendar year 
1955 (civil action No. 14060) 


Line 
No. 


1.. Latest final valuation made 
2. Add value of additions and betterments to common-carrier property made after date of 
such latest final valuation, valued for the year in which completed 


. Sum of the above items_-_- 
. Less appropriate deductions for physical depreciation and retirements 


. Total valuation 188, 242, 900 
. Less value of common-carrier faci'ities acquired throug investment of excess earnings._- 353, 067 
. Valuation used as earnings basis............-.-....--...-..- — sibu 187, 889, 833 
. 7 percent of that valuation. ---_-- 13, 152, 28% 
. Earnings derived from transportation ‘and other common carrier service: Line 
45, schedule No. 302, annual report form I 
Surplus adjustments (add) or deduct: 
Schedule Line 
No. No. 
360 5 Debits from retired carrier prop ay 
360 9 Miscellaneous debits.__....._-- - 
360 1 Miscellaneous credits....___- 
40, 013 


Total 1955 earnings available for distribution to stoc kholde ‘rs.... 14,521,989 
. Earnings less than 7 percent of valuation this year carried forward for next puneneding 3 
years as provided in subpar. IIT (d) (lime 8 less line 9)._....-.--..-.---..-.----.--.- ‘ None 
. Payments to all stockholders: 
(a) From 1955 earnings: 
(1) Within 7 percent of above valuation. _-__. $12, 256, 878 
(2) Earnings less than 7 percent of valuation in prior 
years carried forward for ws ee 3 years 
as provided in subpar, III (d) 
1952 TA aiduongineteuwsnnaink cua alasmetaetieal 1, 063, 238 
306, 463 
nn $13, 696, 579 
(b) From 1954 earnings—permitted to be paid in that year but with- 
held; payment permitted at any time thereafter in accordance with 
subpar. III (c) 1, 932, 472 
Total payments to all stockholders. 15, 559, 051 
12. Earned and permitted to be paid this year but withheld; payment 
hereafter in accordance with subpar. III (c) (line 8 less line 11 (a) (1) 


1 In addition to this payment ($306,463) there is $1,387,276 of earnings less than 7 percent in 1953 which is 
still carried forward under the provisions of subpar. [II (d). 


UNITED STATES DEPARTMENT OF JUSTICE, 
Washington, D. C., April 17, 1956. 
Mr. J. L. BURKE, 
President, Service Pipe Line Co., 
Tulsa, Okla. 

Deak Mk. BurKE; This acknowledges receipt of the report of the Service Pipe 
Line Co., for the calendar year 1955, submitted under section VIII of the final 
judgment in the case of United States v. Atlantic Refining Company et al. 

Sincerely yours, 
STANLEY N. BARNES, 
Assistant Attorney General, 


Antitrust Division. 


SERVICE PIPE LINE Co., 


Tulsa, Okla., April 11, 1957. 


The honorable the ArrorNEyY GENERAL OF THE UNITED STATES, 
Washington, D. C. 

Dear Srr: Under the provisions of the final judgment in the case of United 
States of America vy. The Atlantic Refining Company et al., civil action No. 
14060, District Court of the United States for the District of Columbia, dated 
December 23, 1941, and known as the pipeline or Elkins Act decree, this com- 
pany is obliged, among other things, to limit payment of dividends to shipper- 
owners and also to report to the Attorney General of the United States, on or 
before April 15 of each year, certain information with respect to the valuation 
of its properties, as used by it in applying its dividend limitation and its retained 
or frozen surplus, if any. 
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Therefore, we submit herewith a report containing the information which 
Service Pipe Line Co. is obliged to file with you in compliance with said 
judgment. 

Acknowledgment would be appreciated. 

Yours truly, 
Service Pirg Line Co., 
By J. L. Burke, President. 


Service Pree LINE Co. 


Report to the Attorney General of the United States for the calendar year 
1956 (civil action No. 14060) 
Line 
No. 
. Latest final valuation made by the ICC $190, 454, 900 
. Add: Value of additions and hetterments to common-carrier property made after date of 
such latest final valuation, valued for the year in which completed 1, 153, 000 


. Sum. of the ahove (eetes.. « 25 o—00-0s4-<-0e1 enh se onebesansashns~ seen seebaqenben ~ 191, 607, 900 
. Less: Appropriate deductions for physical depreciation and retirements None 


Total valuation 
. Less: Value of common-carrier facilities acquired through investment of excess earnings.. 


Valuation used as earnings basis 


. Permitted to be paid: 
(a) 7 percent of above valuation 


(6) Amount permitted to be paid but not earned and so carried forward as provided in 
subpar. ITT (d), year 1953 


Amount permitted to be paid 


. Earnings derived from transportation and other common carrier services 
Line 45, sebedule No. 302, annual report form P 
Surplus adjustments, add or deduct: 


Schedule Line 
No. No. 


360 5 Debits from retired carrier property 
360 I GI ic cnnntcausiondncnenniiamccenh 16, 894 
360 1 Miscellaneous credits 


Total earnings available for distribution to stockholders 14, 515, 414 
10. Earnings less than 7 percent of valuation this year carried forward for next sueceeding 3 years 


as provided in subpar. ITI (d) (line 8 (a) less line 9)_...........-..--.---.-...----.------- None 
11. Payments to all stockholders: 
(a) From 1956 earnings: 


(1) Within 7 percent of above valuation $11, 418, 079 
(2) Earnings less than 7 percent of valuation in prior 

years carried forward for next succeeding 3 years 

as provided in subpar. III (d), year 1953'....... 1,127, 576 


$12, 545, 655 
(6) From 1955 earnings—permitted to be paid in that year but withheld; 


payment permitted at any time thereafter in accordance with sub- 
par. IIT (e)____-_- peice esse pac geda es en ntagn donde ak eat eid 895, 410 


Total payments to all stockholders 13, 441, 065 


12. Earned and permitted to be paid this year but withheld; payment permitted at any time 
hereafter in accordance with subpar. [II (c) (line 9 less lime 11 («)) 1, 969, 759 


1 In addition to this payment ($1,127,576) there is $259,700 of earnings less than 7 percent in 1953 which 


expires at the end of 1956 under the provisions of subpar. III (d). 


(The documents referred to on p. 354 are as follows :) 


OCTOBER 28, 1957. 
Hon. Vicror R. Hansen, 
Assistant Attorney General, 


Department of Justice, Washington, D, 0. 


Dear JupGE HANSEN: During the course of your testimony in our recent hear- 
ings on the pipeline decree, I indicated that due to the shortage of time a number 
of questions concerning the Antitrust Division’s consent-decree program were 
not asked. You stated that you would be pleased to supply answers to these 
questions for inclusion in the subeommittee’s record. 

Accordingly, transmitted herewith are a series of questions relating to the 
policies of the Antitrust Division with respect to its consent-decree program, 
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and additional questions with respect to enforcement problems that have arisen 
in connection with the pipeline judgment. 
It would be appreciated if you could, as expeditiously as possible, supply 
answers to the subcommittee to the questions contained in the attached lists. 
Sincerely yours, 
EMANUEL CELLER, Chairman. 


UTILIZATION OF FTC 


Question. Under section 6 (c) of the Federal Trade Commission Act the FTC 
may, upon request of the Attorney General, be required to make investigation 
of the manner in which any antitrust decree involving the Department of Justice 
has been or is being carried out. Have there been any instances where the 
Attorney General has invoked this provision and requested the FTC to make 
investigation as to the manner in which an antitrust decree has been or is 
being carried out? If so, please list all such instances. 

Question. Since Judge Hansen has been head of the Antitrust Division, has 
there been any instance where the Attorney General has invoked the provisions 
of section 6 (c)? 

Question. Is there any reason why the FTC, as an expert agency, could not 
be asked to assist the Department of Justice with respect to the provisions of 
proposed decrees? 

Question. Have there been any instances where the FTC has been requested 
to assist in the preparation of the terms of a proposed decree? 


PREFILING NEGOTIATIONS 


Question. Under what circumstances will the Department of Justice refuse to 
enter prefiling negotiations? 

Question. How long did the Department of Justice negotiate with respect to 
the Eastman Kodak complaint and decree? 


ENFORCEMENT OF DECREES 


Question. Is there an overall program in the Antitrust Division to assure com- 
pliance with the terms of judgments that are outstanding? 


Question. Are there any automatic procedures to assure surveillance of in- 
dustries subject to consent decrees ? 

Question. How many attorneys are there in the Antitrust Division’s Consent 
Decree Section? 

Question. Is it not correct that the Antitrust Division generally does not in- 
vestigate to ascertain whether there has been compliance with a decree unless 
a complaint is received ? 


COMPANIES COVERED BY PIPELINE DECREE 


Question. On October 1, 1957, you submitted to the committee a list that in- 
cludes all of the pipeline companies that submit annual reports to the Attorney 
General. Are all of the companies that submit reports to the Attorney General 
subject to the decree? 

Question. Are all of the pipelines in the United States that transport crude 
oil or petroleum products for their shipper-owners subject to the provisions 
of the decree? 

Question. It is true, is it not, that the pipelines owned by Standard Oil of 
California in 1941 were not interstate carriers? 

Question. Since that time, it is true, is it not, that the Salt Lake Pipe Line 
Co. has undertaken interstate transportation? 

Question. Does Standard Oil Company of California transport over Salt Lake 
Pipe Line? 

Question. Does Standard Oil Company of California receive dividends from 
Salt Lake Pipe Line Co.? 

Question. Are these dividends in excess of the amounts permitted by the terms 
of the consent decree? 

Question. Why has the Department of Justice not taken action against the 
Salt Lake Pipe Line Co. and Standard Oil Company of California under the 
Elkins Act? 

Question. With respect to the following companies, please prepare a state- 
ment for the subcommittee with respect to the applicability of the terms of the 











CONSENT DECREE PROGRAM—DEPARTMENT OF JUSTICE 425 


consent decree to their operations. Please indicate whether or not these pipe- 
lines have shiper-owners that receive dividends or earnings from the pipelines, 
and the amounts of dividends or earnings paid to shipper-owners by the pipe- 
lines in 1956: 

Salt Lake Pipe Line Co. 

Ashland Pipe Line Co. 

Ohio Oil Co. (pipeline department) 

Shell Oil Co. (products pipeline department) 

Transmountain Pipe Line Co. 

Cherokee Pipe Line Co. 

Crown Central Pipe Line & Transportation Corp. 

Mid Valley Pipe Line Co. 

Co-operative Refining Association 
Yellowstone Pipe Line Co. 


DEPARTMENT OF JUSTICE, 
Washington, D. C., December 7, 1957. 
Hon. EMANUEL CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D.C. 


My Dear CONGRESSMAN CELLER: The following information is furnished in reply 
to the questions in your letter of October 28, 1957, pertaining to the final judgment 
entered in the Atlantic Refining Company case. 

1. Question. On October 1, 1957, you submitted to the committee a list that 
includes all of the pipeline companies that submit annual reports to the Attorney 
General. Are all of the companies that submit reports to the Attorney General 
subject to the decree? 

We take the position that all of the above companies are subject to the decree. 
Some companies take the position that they are not subject to the decree and, in 
order to preserve their legal position, refuse to submit reports; they state, 
however, that they are willing to abide by the provisions of the decree and—in 
fact—they submit annually the information required by paragraph VIII of 
the decree. 

2. Question. Are all of the pipelines in the United States that transport crude 
oil or petroleum products for their shipper-owners subject to the provisions of the 
decree? 

Only those pipelines that are “defendant common carriers” within the definition 
of the judgment and subject to the provisions of the judgment. 

3. Question, It is true, is it not, that the pipelines owned by Standard Oil 
of California in 1941 were not interstate carriers? 

We understand that this is correct. 

4. Question. Since that time, it is true, is it not, that the Salt Lake Pipe Line 
Co. has undertaken interstate transportation? 

The Sale Lake Pipe Line Co. was incorporated in Nevada in 1947. The first 
valuation of the property of the company made by the ICC was made as of 
December 31, 1952. Under the Interstate Commerce Act the ICC hands down 
valuation reports of only those companies subject to the act, which do not include 
those transporting property wholly in one State. 

5. Question. Does Standard Oil Company of California transport over Salt 
Lake Pipe Line? 

We do not know. 

6. Question. Does Standard Oil Company of California receive dividends from 
Salt Lake Pipe Line Co.? 

Not directly at least. The Salt Lake Pipe Line Co. is owned by the Salt Lake 
Refining Co., which is a wholly owned subsidiary of the Standard Oil Company 
of California. 

7. Question. Are these dividends in excess of the amounts permitted by the 
terms of the consent decree? 

According to the form P reports, the book value of the capital stock of the 
Salt Lake Pipe Line Co. owned by the Salt Lake Refining Co. in 1952 was 
$10,000 ; since 1953, through 1956, it was $4,010,000. The dividends received by 
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the company in each of the following years amounted to the following percentage 
of the company’s investment : 





Capital stock} Dividend | Percentage 
investment 





If the Salt Lake Pipe Line Co. were a defendant common carrier within the 
terms of the judgment, and if the Salt Lake Refining Co. were a shipper-owner 
within the terms of the judgment, the above dividends would be in excess of the 
amonts permitted by the terms of the consent decree. 

8. Question. Why has the Department of Justice not taken action against the 
Salt Lake Pipe Line Co. and Standard Oil Company of California under the 
Elkins Act? 

We have not as yet completed our inquiry as to whether such transactions 
transgress the Elkins Act. 

8. Question. With respect to following companies, please prepare a statement 
for the subcommittee with respect to the applicability of the terms of the con- 
sent decree to their operations. Please indicate whether or not these pipelines 
have shipper-owners that receive dividends or earnings from the pipelines, and 
the amount of dividends or earnings paid to shipper-owners by the pipelines in 
1956 : 

Salt Lake Pipe Line Co. 
Ashland Pipe Line Co. 
Ohio Oil Co. (pipeline department) 
*Shell Oil Co. (products pipeline department) 
Transmountain Pipe Line Co. 
*Cherokee Pipe Line Co. 
Crown Central Pipe Line & Transportation Corp, 
*Mid Valley Pipe Line Co. 
Co-operative Refining Association 
*Yellowstone Pipe Line Co. 

Because of the stock ownership by defendants, the companies indicated by 
asterisks are defendant common carriers within the terms of the judgments. 
While the stockholders of the companies are oil “shippers,” we have no infor- 
mation in regard to any of the companies as to whether their stockholders 
are “shipper-owners” in the sense that they actually ship over the particular 
earriers. The stockholders of the companies and the dividends paid in 1956 are 
as follows: 
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Percentage 
Company Stockholders of = 1956 dividend 
ship 


Salt Lake Pipe Line Co Salt Lake Refining Co 100 $2,479,013 from income and 
$987 from surplus. 

Ashland Pipe Line Co-_. Ashland Oil & Refining Co--. 100 | No dividends paid but $375,- 

| 000 interest paid on non- 

| 


negotiable debt to stock- 
| holder. 
Ohio Oil Co. (Pipe Line De- | Ohio Oil Co 100 | No payment to company. 
partment). | 
Shell Oil Co. (Products Pipe | Shell Oil Co- 100 | No record. 
Line Department). 
Transmountain Pipe Line Co_| Transmountain Oil Pipe Line. 100 | None. 





0. 
it eli : Continental Oil Co_.......---- 50 Do. 
Cherokee Pipe Line Co oities Service Pipe Line Co-___| 50 | 
Crown Central Pipe Line & | Crown Central Petroleum 100 Do. 
Transportation Corp. Corp. 
Mid Valley Pipe Line Co.....| Sun Pipe Line Co 50 | $424,080. 
| Standard Oil Co (Ohio) ----- 50 | 
Cooperative Refining Asso- | Consumers Cooperative Asso- 100 | None, 
ciation. | — ciation. | 
| (Continental Oil Co eae | Do. 
||Interstate Pipe Line Co -| 
Yellowstone Pipe Line Co.-._|{ Union Oil Company of Cali- 
fornia. 
| UH. Earl Clack, Inc 








I believe this supplies the information requested. If I can be of further assist- 
ance in this matter, please do not hesitate to call upon me. 
Sincerely yours, 
Victor R. HANSEN, 
Assistant Attorney General, Antitrust Division. 


DEPARTMENT OF JUSTICE, 
Washington, December 11, 1957. 
Hon. EMANUEL CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 


My Dear CoNGRESSMAN CELLER: In further response to your letter of October 
28, 1957, there is attached hereto responses to the questions posed in your 
letter relating to utilization of the Federal Trade Commission, prefiling nego- 
tiations and enforcement of decrees. We have heretofore submitted answers 
to the questions relating to the pipeline decree. 

I hope that the attached adequately responds to your request. 

Sincerely yours, 
Victor R. HANSEN, 
Assistant Attorney General, Antitrust Division. 


Q. Under section 6 (c) of the Federal Trade Commission Act the FTC 
may, upon request of the Attorney General, be required to make investigation 
of the manner in which any antitrust decree involving the Department of Jus- 
tice has been or is being carried out. Have there been any instances where the 
Attorney General has invoked this provision and requested the FTC to make 
investigation as to the manner in which an antitrust decree has been or is being 
carried out? If so, please list all such instances. 
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A. The staff of the Judgments and Judgment Enforcement Section can recall 
only one instance where we have invoked section 6 (c). This was done in the 
-ase of United States v. American Optical Company, et al. (Civil Action 10-391 
(S. D. N. ¥.)). Of course, it would unduly strain the budget of either the 
Antitrust Division or the FTC to investigate automatically the over 400 extant 
antitrust judgments entered in our antitrust cases. Even where some informa- 
tion has been received, via complaint or otherwise, that a judgment is being 
violated, administrative efficiency normally requires that the Antitrust Division 
supervise the investigation. First, the FTC staff must familiarize itself with 
the case after referral by the Division; then if a report of violation is made 
the Antitrust Division must review the investigation and determine its adequacy 
before seeking construction by the Court or filing contempt proceedings. ‘This 
duplication of effort would impede enforcement efforts. 

Q. Since Judge Hansen has been head of the Antitrust Division, has there 
been any instance where the Attorney General has invoked provisions of sec- 
tion 6 (c)? 

A. No. 

Q. Is there any reason why the FTC, as an expert agency, could not be 
asked to assist the Department of Justice with respect to the provisions of pro- 
posed decrees? 

A. No. Where both agencies view the legal issue involved identically, and 
where efficient use of enforcement resources would result, section 6 (e) of the 
Federal Trade Commission Act contemplates that the Commission assist the De- 
partment of Justice with respect to devising appropriate and necessary relief 
in our civil antitrust cases. 

Q. Have there been any instances where the FTC has been requested to assist 
in the preparation of the terms of a proposed decree? 

A. The present staff of the Judgments Section does not know of any instance 
where the FTC has been requested to assist in the preparation of the terms of 
a proposed decree. 

PREFILING NEGOTIATIONS 


Q. Under what circumstances will the Department of Justice refuse to enter 
prefiling negotiations? 

A. There are no hard and fast rules prescribing under what circumstances 
we will or will not enter into prefiling negotiations in any instance where 
criminal action is also contemplated. Certain cases, because of their very 
nature and complexity, present issues as to violation and problems as to relief 
which cannot be resolved without long drawn out negotiations; under such 
circumstances prefiling negotiations is not attempted. Nor is it permitted where 
there is some indication that counsel do not seek expeditious settlement via a 
fair judgment or where the case may be made moot, or subject to a mootness 
argument, during the negotiation. Finally, we would decline to prefile wherever 
the complaint involves an issue of law on which this Division deems a court 
decision important. 

Q. How long did the Department of Justice negotiate with respect to the 
Eastman Kodak complaint and decree? 

A. I would like to emphasize that the Department of Justice did not negotiate 
with Eastman Kodak with respect to the complaint against that company. 
Actual negotiations between the staff and defense counsel with regard to a 
consent judgment were conducted for an estimated total of 114 hours. 
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ENFORCEMENT OF DECREES 





Q. Is there an overall program in the Antitrust Division to assure compliance 
with the terms of judgments that are outstanding? 

A. As stated to the committee in the Antitrust Division’s formal statement, 
we do have a continuing program of determining compliance with judgments 
where we have information indicating that a particular judgment is not being 
complied with. 

Q. Are there any automatic procedures to assure surveillance of industries 
subject to consent decrees? 

A. There is no automatic procedure in the absence of receipt by the Division 
of a complaint or information indicating a violation. Receipt of every such 
complaint or information, however, automatically sets in motion an investigative 
procedure to determine compliance with the judgment involved. 

Q. How many attorneys are there in the Antitrust Division’s Consent Decree 
Section? 

A. There are currently 20 attorneys assigned to the Judgments and Judgment 
Enforcement Section. 

Q. Is it not correct that the Antitrust Division generally does not investigate 
to ascertain whether there has been compliance with a decree unless a complaint 
is received? 

A. We generally investigate to determine judgment compliance wherever and 
whenever we have reason to believe that a judgment is not being complied with. 


(Judge Hansen’s prepared statement is as follows: 
S 





STATEMENT BY VicToR R. HANSEN, ASSISTANT ATTORNEY GENERAL IN CHARGE OF 
ANTITRUST DIVISION 





I appear this morning at the request of your chairman. His invitation asked 
for my “views with respect to the importance of the consent-decree program in 
the administration of the Antitrust Division, the policies and procedures that 
have been established in this program, and the efficacy of consent decrees in 
elimination of conditions that caused the Government to institute its antitrust 
proceeding and to reestablish competitive conditions in the affected industry.” 
Beyond these broad issues, your committee has requested I “devote particular 
attention to enforcement problems that have arisen in connection with the consent 
decree in United States v. Atlantic Refining Company, et al.” 

With this direction in mind, my plan is, first, to set out briefly as background 
the legal status of consent judgments. Against that legal background, I shall 
sketch the antitrust enforcement role consent judgments played over a period 
of many years. With this role in mind, I shall, third, discuss this Division’s 
procedures for negotiating consent settlements, as well as the advantages and 
disadvantages to the Government and defendants of settlement before trial. 
And, finally, as your chairman suggested, I shall talk over steps we have taken in 
enforcement of consent judgments, particularly the so-called Atlantic Refining 
judgment. 

I. Settlement of any antitrust cause is, of course, heavily freighted with public 
interest. True, a consent judgment is, like a private agreement, a product of 
negotiation and compromise. But here all likeness ends; unlike any private 
agreement, a consent decree once entered embodies the essential force of a 
litigated judgment. As the Supreme Court put it in the second Swift case: “We 
reject the argument * * * that a decree entered upon consent is to be treated 
as a contract and not as a judicial act.” The effect, the Court continued, “is all 
one whether the decree has been entered after litigation or by consent.”* To 






1 United States v. Swift € Company, 286 U. S. 106, 114-115. 
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” 


“effectuate * * * the basic purpose of the original consent decree,” courts may 
approve modifications after entry.* But if the party opposing modification can, 
in the language of the recent Ford case, show “actual disadvantage” or “the 
persistence of an inequality” stemming from the proposed change, the terms of 
the original decree must stand intact.* 

II. Against this legal background, just how extensively has the consent settle- 
ment device been employed since the first consent decree, some 51 years ago, in 
United States v. Otis Elevator Co.?* A short answer is that, from fiscal 1953 
through fiscal 1957, the percentage of consent judgments to civil cases terminated 
has ranked some 13 points lower than the figure for the only comparable period 
of enforcement activity—and no higher than the figure for all the years since 
the Sherman Act’s passage. 

Let me begin with a bit of history. In 1940, the Temporary National Economic 
Committee reported that of approximately 270 proceedings instituted in equity, 
over half had resulted in settlements by negotiation.© After Assistant Attorney 
General Arnold’s 1938 signal for increased use of the consent settlements,° 
however, the percentage increased sharply. Thus, according to a 1952 report of 
the Department of Justice, “of 171 civil antitrust actions terminated between 
1935 and 1950, 134 (or 78 percent) were settled by consent judgment and 39 were 
tried.” ? 

From 1953 on, however, the percentage of consent judgments drops. Judge 
Barnes reported some 3 points lower than the 1935-50 78-percent figure when 
he appeared before a congressional committee in 1956. He stated that “between 
* * * May 1, 1953, and March 1 of this year, of the 106 civil cases terminated, 
80 resulted in consent judgments. Perhaps to the surprise of many, this pro- 
portion is somewhat smaller than preceding years.” * 

For fiscal years 1947 through 1957, 72 percent of all civil case terminations 
were by means of consent decrees. This decrease in recent years accounts for the 
figures tabulated by the Attorney General’s Committee To Study the Antitrust 
Laws. The Committee reported that “* * * from 1935 to date (1955) 72 
percent of civil actions brought were terminated by consent decrees.” ° 

To sum up, compare—as table No. 1 before you, does—consent data for the 
last 5 years with like data for a period of similar enforcement activity by the 
Division. In the period 1940 through 1948, 96 civil cases were terminated ; 82 
of these were ended by means of consent decrees. Thus consent decrees 
accounted for 85.4 percent of the terminations. 

Since fiscal 1953, however, 121 of the 168 terminations were by means of 
consent settlement. This means that 72 percent of all civil cases terminated 
from fiscal 1953 through 1957 ended by consent. This 72-percent figure stands 
some 13 percent lower than the figure for the 4-year period 1940—-43—a period 
comparable at least in terms of pace of enforcement activity. And this 72- 
percent figure stands no higher than the percentage for the entire history of 
antitrust enforcement. 

III. With the extent of consent settlement’s use in mind, just how are consent 
judgments negotiated? 

Within the administrative structure of the Antitrust Division, the terms of a 
civil judgment resulting after trial are the initial responsibility of the members 
of the trial staff. When the defendants wish to settle the case against them with- 
out trial, they are instructed to submit a proposed decree to the trial staff; 
their draft uses the prayer of the complaint as a guide to the Government’s 
desires for relief. Of course, defendants’ counsel may discuss with the trial 
staff their views on relief terms, before they submit the initial proposal; but the 
Division adheres to the practice of defendant-initiated consent settlement drafts 
to avoid any implication of coercion occasioned by an accompanying criminal 
action and to retain flexibility until actual negotiation begins, 


2 Chrysler Corporation v. United States, 316 U. 8. 556, 562. 

2 Ford Motor Company v. United States, 335 U. S. 303, 322. 

# (9th Cir. 1906) Decrees and Judgments in Federal Antitrust Cases 107. 

5 Hamilton and Till, Antitrust in Action, TNEC ame No. 16, p. 88 (1940). 

® Report of the Attorney General, pp. 65- '66 (1938 

7 Report of the Department of Justice to the | on Monopoly of the Senate 
Select Committee on Small Business (May 23, 1952). 

8 Statement by Assistant Attorney General Stanley N. Barnes before Subcommittee No. 5 
of the House Select Committee on Small Business, Murch 29, 1956. 

® Report of the Attorney General’s National Committee To Study the Antitrust Laws, 
p. 860 (1955). 
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Also, some defendant’s attorneys find it preferable to submit their views first. 
Two prominent attorneys engaged in private antitrust practice write: “Ex- 
perienced counsel, however, will find occasions when it is desirable to prepare 
the initial draft themselves, in order that it may embody a more complete ex- 
pression of their own views and approach as the basis for further negotiation. 
This is sometimes more effective than the alternative of picking away at a draft 
prepared by Government attorneys.” *” 

When the initial draft is prepared by defense attorneys, valuable time of the 
Trial or Judgment Section may be saved for other tasks. Although this is the 
usual practice of the Division, it is not an unchangeable rule; special circum- 
stances, such as an impecunious defendant with inexperienced antitrust counsel, 
might warrant the submission of an initial draft by the Division. 

When the proposed consent judgment has been prepared to the satisfaction 
of defendants and the trial staff, the draft is reviewed by the Judgments and 
Judgment Enforcement Section. One purpose of this review is to insure more 
uniformity of approach in decree provisions than might otherwise be achieved 
by the drafts of various trial staffs. Since any judgment provision used once 
by the Division is often the basis of requests—in court and in negotiation—for 
similar terms by other defendants, it is desirable that the Division adopt similar 
methods to cope with similar economic problems. The Judgment Section’s 
review insures the success of this endeavor. This procedure also permits 
fresh insight to correct drafting oversights and to point out unseen problems. 
The Judgment Section staff has had long experience in drafting and observing 
the results of particular judgment terms. Careful attention to detail here often 
avoids requests for judicial exposition or modification of the terms of the decree. 

The Division reinstituted in 1954 a policy of precomplaint negotiations and 
this procedure has been applied to several large antitrust cases with measurable 
success. Prefiling negotiation in itself is not a technique new to the Antitrust 
Division. In the second half of the 1920’s a large proportion of our cases—about 
a quarter of them—were handled by this procedure. In the 1930's, however, this 
method of handling antitrust litigation fell into disuse. In 1939, it was revived 
after a fashion, and continued to be employed through 1942. During this latter 
period, prefiling negotiations were usually conducted after companion criminal 
cases had already been brought and were pending in court. The prefiling negotia- 
tions of the civil case, many felt, were only a step in the settlement of the criminal 
prosecutions. 

Our current policy with respect to prefiling consent judgment negotiations is 
very different from that policy which obtained from 1939 through 1942. Today’s 
policy relates primarily to situations which are the subject of civil rather than 
criminal prosecution. In no instance is the sanction of the criminal law used 
to coerce the settlement of a civil case, and consent judgment negotiations are 
carried out entirely separately from, and independently of, negotiations relating 
to correlated prospective criminal proceedings. The purpose of the new policy 
is to adjust civil antitrust controversies before they come to court, not to force, 
by means of criminal cases, the disposal of pending civil cases. 

Under our policy, in some cases which appear to us to be adapted to its use, 
the Division after it has investigated a particular situation and prepared a 
proposed complaint, notifies the prospective defendants of the intention of filing 
a civil complaint against them. In general terms, we outline to the proposed 
defendants the nature and the grounds of our charges. If the prospective de- 
fendants care to start negotiations toward a possible decree in advance of the 
filing of our complaint, we are ready to meet them at the conference table. Our 
effort is to work out a consent decree disposing of the questions raised by the 
complaint, keeping constantly in mind adequate safeguards for the publie interest. 
Efforts to work out consent decrees prior to the time the complaint is filed have 
not been successful in all instances, but they have been successful in a sufficient 
number of the cases where we have followed this procedure to show that it offers 
substantial advantages, both to the defendants and to the Government. 

Prefiling negotiation permits quick discussion and settlement of the economic 
and legal issues of the case without the rigidity and the publicity of an already 
filed complaint. The complaint is filed as originally drawn except in the unusual 
case where negotiations have shown that one of the Government’s claims could 
not have been established. 


1% Segal and Mullinix, Administration and Enforcement (symposium on the Attorney 
General’s Committee report), 104 U. Pa. L. Rev. 285, 296 (1956). 
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IV. Negotiating procedures aside, consent settlements have advantages and 
disadvantages to both the Government and defendants. To the Government, the 
consent-settlement procedure is a great asset because of the rapidity with which 
former undesirable practices in an industry may be transformed into a program 
for healthy and vigorous competition. I have prepared figures indicating the 
average time taken in terminating litigated cases and consent-decree cases for 
the fiscal years 1951 through 1957. As is indicated in table No. 2 before you, for 
74 litigated cases, the average time lapse from complaint to final disposition 
(that is, entry of a judgment no longer subject to appeal) was 5¥.27 months; 
the comparable time for 139 consent cases was 32.86 months. Thus on the aver- 
age 2 more years are required to try a case than to obtain the same or similar 
relief by means of consent settlement. 

In the 2 years thus saved, real strides may be made toward restoring competi- 
tive conditions in the industry involved. Indeed, within 4 months of the Kodak 
consent decree, which I will discuss with you later at some length, substantial 
new entry had been made into the defendant’s former monopolistic market. 

These striking statistics are complemented by an analysis of 4 recent cases ™ 
in which hearings were held on relief after trial of the legal and factual issues 
had been decided. From the date of decision until date of final judgment and 
relief, the average elapsed time was over 18 months. During this time the judge 
was being informed of and considering economic data pertaining to the defend- 
ants and to the industry. This information is already at the command of Goy- 
ernment and defense lawyers when they begin negotiation. Of course, the time 
required to present this material cannot be measured when the trial court 
decides to hear violation and relief testimony simultaneously; yet it certainly 
must be equally voluminous. 

Some recent figures on cases which reach appellate courts tell an equally 
impressive story. Of the 6 civil and criminal cases terminated in fiscal 1957 
which were litigated and won by the Government, 4 were appealed to the Supreme 
Court and 1 other was reviewed by a circuit court of appeals.” For these 5 cases, 
the average elapsed time between judgment in the trial court and final disposition 
of the appeal was over 17 months. Of course, the return of competitive condi- 
tions is further hindered by this delay. 

This saving of time in obtaining relief provides correlative administrative 
advantages to the Division. Since savings in time generally spell like savings 
of men and resources, consent settlements mean lower costs to the Division per 
judgment entered. 

The need for savings in funds and manpower is dramatically illustrated by 
table No. III which compares the number of complaints received and actions 
instituted by the Division with the budget appropriation made available to it. 
As is indicated, since 1952 complaints received have almost doubled but the 
annual appropriation has increased by less than $150,000. In fact, complaints 
have increased some 70 percent since 1951 while the appropriations have 
increased much less. 

The charting of funds available for each action instituted shows a similar 
history. It is quite clear that the Division has less funds to expend upon indi- 
vidual items in an enforcement program which is more extensive than programs 
attempted with much larger appropriations. In this context, results per 
enforcement dollar become a prime consideration in appraising alternative 
enforcement techniques. 

A consent judgment, beyond the concern for time and funds, avoids difficulties 
of court proof. The difficulties of proof are particularly onerous in litigation 
involving economic issues. The consent decree in the Swift case was analyzed 
by one commentator in this way: 

“* * * the defendants accepted a provision prohibiting them from using or 
permitting others to use their distributive facilities for the handling of 114 food 
products. In view of the extensiveness and variety of the distributive facilities 
in question * * * as well as the number of the products, immense amounts of 
data would have been necessary to support either side had the case been con- 
tested * * * determining what part of the overhead of these facilities should 


1 United States v. General Electric Co., 115 F. Supp. 835: United States v. International 
Boring Club, 150 F. Supp. 397: United States v. United Shoe Machinery Corp., 110 F. 
Supp. 295: United States v. Aluminum Co. of America, 91 F. Supp. 333. 

122 United States v. McKesson & Robbins; United Liquors Corp. v. United States; Gulf 
Coast Shrimpers and Oysterman’s Ass'n vy. United States ; Holophane Co., Inc., vy. United 
States ; Morton Salt Co. v. United States. 
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be allocated to the cost of each product would lead to interminable argument 
with little prospect of reaching satisfying conclusion. But painstaking demon- 
stration is not necessary for informal compromise. Through the consent 
decree, issues on which proof would be almost impossible in a contested suit 
may be settled by stipulation.” * 

Thus settlements may—if properly used—provide an economical and prompt 
tool for promoting competition. The lack of formality in the negotiations relaxes 
the atmosphere. In a contested suit, however, arguments must be framed and 
evidence arranged in accordance with rigid traditions. Energy that might have 
been devoted to the settlement of substantive issues is wasted on procedural 
disputes and the issues which emerge are often distorted by the necessities of 
courtroom presentation. One commentator has stated: “In consent decree nego- 
tiations, no formalized procedures stand between the parties and the economic 
and legal problems before them. As a result, the possibility of more practicable 
solutions is greately enhanced.” “ 

Moreover, the reduced contentiousness which accompanies “shirt-sleeve con- 
ferences” frequently results in decree terms which might not have been the out- 
come of litigation. It is now almost standard in consent decrees to permit the 
Government access to the defendant’s books and records to investigate compliance. 
Modification of the decree to meet changing circumstances may be provided for 
without wasteful courtroom wrangles. 

There has been a continuous debate among lawyers and writers as to the 
propriety of specific terms and decrees negotiated by the Division. 

Quite recently a commentator observed that “the royalty free licensing pro- 
vision is only one situation in which the Government has been subject to the 
charge of ‘going beyond existing law’ * * *”” The Attorney General’s Com- 
mittee report of a few years ago could not reach accord on this subject.” 

The Division’s aim has been to avoid any charge of unfairness while ful- 
filling our obligation to seek restoration of competitive conditions. It would 
certainly be unconscionable for the Government to demand relief held by the 
Supreme Court to violate fundamental law. Nor have we sought deeree pro- 
visions which have never been granted in litigated cases. Of course, we try— 
as would the court—to fit the decree provisions to the particular needs of an 
industry. This attempt is by way of joint prediction by the Government and 
the defendant that the court would aecede to the provisions. If the defendant 
is convinced that the Government’s judgment in this is incorrect, forcing him 
to proceed to trial to vindicate his beliefs does not seem too harsh. 

An additional advantage of consent judgments is that they permit avoidance 
of the narrow confines of litigated, two-party judgments. Professor Hamilton 
forecast the possibilities along these lines inherent in the use of consent decrees: 

“* * * The instrument has a sweep which no process of law could ever im- 
part. It can go beyond sheer prohibition; it can attempt to shape remedies to 
the requirements of industrial order. If the demand is for adjustment within 
an intricate scheme of trade practices, at least it supplies the instrument. It 
can reach beyond the persons in legal combat to comprehend all the parties to 
the industry. It can accord. some protection to weaker groups and safeguard 
to some extent the rights of the public. It can, unlike a decree emerging from 
litigation, take into account the potential consequences of its terms.” 47 With 
this in mind, the Division, fashioning consent judgments, frequently consults 
with those in the industry, both as customers and suppliers. Negotiating the 
IBM judgement, for example, we met with others in the industry to secure, 
first, a full understanding of industry problems, and industry views on effective 
relief, and, second, aid in understanding technical complications of tabulating 
and electronic data processing machines. Indeed, in one recent judgment (R. 
L. Polk & Co., CCH Trade cases, par. 67,998) the court declined entry until 
the Division could offer assurance we had obtained the views of complainants 
as to the effectiveness of proposed judgment provisions. Carrying this process 
one step further, in the various Paramount judgments specifying divestiture 
details, the Division publicly announced judgment provisions well in advance of 


14 Tsenberrh and Rubin. Antitrust Enforcement Through Consent Decrees, 53 Harv. L. 
Rev, 386, 390-391 (1940). 

‘Tid. , 

' Comment, 55 Mich. L. Rev. 92, 111 (1956). 

6 See Report of the Attorney General's National Committee To Study the Antitrust Laws 
SGT €1955). 

7 Hamilton and Till, Antitrust in Action, TNEC Monograph No. 16, p. 88 (1940). 
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submission to court. As a result, interested parties had ample notice to appear 
before the court and comment on proposed judgment provisions. At least in 
one instance an objector appeared, but the court nonetheless entered the judg- 
ment as submitted. 

The Division has followed the practice, when formulating terms of re- 
lief for consent judgments, of obtaining where appropriate the views of the 
competitors, suppliers, and customers of a defendant. In some instances, it has 
been possible to satisfy their interest; in others, the decision may have been 
that matters of general interest overrode the concern of the individual involved, 
who is therefore left to the direct remedy given him by statute. In any event, 
I would assure you that any person believing that apending antitrust litigation 
instituted by the Government might be settled in a fashion affecting his interests 
has and will continue to have, if he so desires, full opportunity to present his 
arguments to the Antitrust Division and we will carefully consider his interests 
in reaching our determination as to what relief is necessary and appropriate in 
the overall public interest. 

Of course, defendants also profit by the use of consent decrees. A consent 
judgment is a considerably less expensive alternative to litigating a civil anti- 
trust case. Certainly expenses vary in direct relation to the amount of time 
expended. I have already demonstrated that consent setlements are reached 
substantially more rapidly than litigated judgments. Also, the matter can be 
settled without attendant publicity which might injure a businessman to a de- 
gree not warranted by his violation of the antitrust laws. 

Judge Barnes has referred to one impressive example: “* * * In the recent 
Tennessee Electrical Contractors case, Chattanooga journals each day of the 2- 
week trial headlined details of the defendant’s alleged antitrust abuses. In 
that same city in the liquor cases, there was, in fact, so much comment in the 
public press that the court continued the imposition of sentence for 2 months, and 
on March 23, 1956, fined defendants $34,000 and placed 8 on 1-year probationary 
sentences. This had double headlines on the first page. In some instances, this 
publicity, largely avoidable in a consent settlement, may prove as damaging as 
the remedy decreed.” * 

Expense and publicity accompany a disruption of business affairs. The de- 
fendant is unable to make forecasts for future plans or to modify his practices 
or methods while the suit is pending. Whether the defendant is a dominant 
concern or a collective trade association, this disruption hurts the individual as 
well as the whole industry. The disruption is more quickly eased by consent 
settlements and recovery is aided by definitive terms of consent decrees. 

Another important consideration which prompts defendants to negotiate for 
settlements is that it avoids many private damage suits. Under the express pro- 
visions of section 5 of the Clayton Act, a judgment obtained by the Government 
may be used by a private litigant as prima facie evidence of an antitrust viola- 
tion; but the section does not apply “‘to consent judgments or decrees entered 
before any testimony has been taken.” ” By negotiating, therefore, the defend- 
ant may be able to avoid a lengthy series of private litigations and the expense 
of treble damage payments. This is a tremendous inducement; one commentator 
concluded that “all of the movie litigation and approximately two-thirds of other 
private suits have followed successful Government antitrust proceedings.” ” In 
July 1955, Judge Barnes estimated before the Antitrust Subcommittee of the 
House Judiciary Committee that more than 75 percent of all private antitrust 
eases brought had trod a path worn smooth by Government victory. 

The Division is aware that the private suit serves the double function of mak- 
ing businessmen the allies of the Government in enforcing antitrust policy and 
of giving compensatory relief to injured parties. No set rule may be adopted 
for balancing the functions of private suits with the Division’s need for maxi- 
mum antitrust enforcement. The efficacy of each method must depend upon the 
facts of each case. 

In sum, let me emphasize, emphasis on consent judgments is not without its 
disadvantages to the Division and its dangers to antitrust enforcement. Con- 
sent decrees reveal primarily how hard the ax has fallen and not where it will 
hit next. Absent from such decrees are findings of fact, as well as the rationale 
underlying adoption of any one provision. Thus, lawyers intent on counseling 


18 Statement by Assistant Attorney General Stanley N. Barnes before Subcommittee No. 5 
of the House Select Committee on Small Business, 8-9 March 29, 1956). 

9150.8. C. A., see. 16 (1951). 

2” Antitrust Enforcement by Private Parties: Analysis of Developments in the Treble 
Damage Suits, 61 Yale L. J. 1010, 1060 (1952). 
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clients within the law gain little succor from the vacuous algebra of occasional 
consent provisions. By thus cramping the rule of prophylactic antitrust, over- 
emphasis on consent procedures may harm enforcement efforts. 

V. However, to highlight specifically what consent judgments can do to spur 
new competition, let me focus briefly on the competitive aftermaths of Kodak 
and IBM. 

The Division prepared a complaint which sought the abolition of Eastman 
Kodak’s monopoly of amateur color film processing and the company’s practice 
of controlling the resale price of its color film by fair-trade contracts, including 
in the retail price an unsegregated charge for subsequent processing of the film. 
A consent decree was negotiated prior to filing of the complaint. 

The judgment entered in Buffalo required Eastman to cancel its fair-trade 
contracts relating to resale price maintenance and enjoined such contracts in 
the future. In addition, the judgment prohibited Eastman from selling its color 
film with a processing charge included in the sale price, and from tying to- 
gether in any other way the sale and processing of its film. Of direct and imme- 
diate benefit to independent film processors were the requirements of the judg- 
ment that Eastman grant, upon request, licenses under its pertinent processing 
and material patents, upon reasonable royalties; that Eastman make available 
technical manuals describing its color film processing technology; that the com- 
pany send technically qualified persons to plants of independent processors to 
supplement the technical information contained in the manuals, and that Eastman 
permit independent processors to send technical personnel to certain of its proc- 
essing plants to observe the processing methods, processes, machines and 
equipment. 

Given access to Eastman’s processing and materials patents and technology, 
and the compulsory sale by Eastman of materials used in processing amateur 
color film, we felt that the independent processors would have an opportunity 
to compete against Eastman in the processing of its color film, and that result- 
ant benefits would accrue to amateur photographers. 

There were predictions by trade journals that druggists would profit by an 
increased use of color films and because they noriially act as agents in the 
color-film finishing process. Of course, photofinishers were also aided because 
they were permitted to compete for the color finishing business formerly con- 
trolled by Eastman alone. Within 4 months of the decree 9 regional or national 
firms had announced plans or actually begun to seek business in color finish- 
ing. Eighteen months after the judgment 8 companies had made investments 
of over $100,000. Of these one had invested $650,000 and 2 firms had invested 
more than $1 million. In addition, innumerable small-business men were ex- 
pected to seek the local finishing business. One company which served about 
i125 dealers in New York City seen after the decree announced an expenditure 
of $70,000 to buy equipment from Eastman. In this case, then, settlement nego- 
tiation produced a decree which permitted the defendants to conduct their 
business reasonably and profitably and at the same time created and stimu- 
lated competitive conditions where before there had been none. 

The consent judgment against International Business Machines may simi- 
larly benefit competition. At the time of suit, the complaint charged that IBM 
owned more than 90 percent of all tabulating machines and sold approximately 
90 percent of all tabulating cards used in the United States. The complaint 
further alleged that IBM had excluded other manufacturers and potential 
manufacturers of tabulating machines and cards from the industry, had 
crainped the growth of independent service bureaus, and had stunted the inde- 
pendent business of repairing tabulating machines and manufacturing and 
distributing replacement parts. The complaint charged IBM with utilizing 
several means for achieving these illegal ends, but the heart of the plan was 
IBM’s refusal to sell its machines. Moreover, IBM would lease its machines 
only under tabulating service agreements providing for a single charge covering 
rental of the machines, instruction in their use, repairs and maintenance. 
Since lessees had to pay for instruction, repairs and maintenance, irrespective 
of their own desires or capabilities, they had small incentive either to rely 
on independent businesses for these services or to service machines them- 
selves. The purpose of the judment was to dissipate the fruits of IBM monop- 
oly by spurring entry of new machine manufacturers. This was accomplished 
by making it possible for users and prospective users of the machines to pur- 
chase and own them upon reasonable terms. Also important to our goal are 
judgment provisions giving all members of the tabulating industry complete 
access, at reasonable royalties, to all existing IBM patents and applications, 
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relating to all of IBM’s tabulating and electronic machines. Further opening 
up trade is an injunction against IBM’s former practice of requiring any 
lessee or purchaser of a machine to have it repaired by or purchase parts from 
IBM. Beyond these provisions the judgment requires that licenses under 
existing patents to make, have made, use and vend tabulation cards and/or 
tabulating card machinery, shall be royalty free. And, IBM is obliged to fur- 
nish technical information regarding its complete line of tabulating machines. 
Should this program for relief prove ineffective, a sword of Damocles provision 
requires IBM to divest itself after 7 years of any part of its manufacturing 
capacity which would then be in excess of 50 percent of the total capacity in the 
United States unless IBM can show that substantial competitive conditions 
exist or that divestiture is not appropriate. 

Within less than 6 months of the judgment several companies had indicated 
that they planned to enter the business of (1) manufacturing and selling tabulat- 
ing machines, (2) repairing and maintaining those machines, (3) manufacturing 
tabulating cards, and (4) preparing, via service bureaus, accounting and statis- 
tical information on a fee basis. 

VI. Whatever the pros or cons of consent settlements may be, once a consent— 
or, for that matter, any judgment is entered, we must see that it is lived up to. 
Problems arising after judgments, whether entered upon consent of the parties 
or after trial, are the concern of the Judgments and Judgment Enforcement 
Section. Usually the problems are handled directly by the staff of that section 
or, under the general supervision of the Chief, through the appropriate field office 
of the Antitrust Division. Lawyers in this section are initially responsible for 
enforcing the more than 400 civil antitrust judgments outstanding. There has 
been within the last few years an increased emphasis upon the enforcement of 
judgments. This emphasis is reflected in the number of formal proceedings 
instituted as well as in the shift in the workload of the section. 

From the passage of the Sherman Act through 1952, the Division had instituted 
only 18 criminal or civil contempt proceedings to enforce judgments entered in 
Government antitrust suits. Since 1953, however, nine such proceedings have 
been brought. This represents a tremendous advance in enforcement activity. 
Formal proceedings not only prevent the violation of the immediate decree and 
so help to restore competition, they also act as a deterrent to other would-be viola- 
tors. We estimate that 5 to 7 years ago less than 50 percent of the workload 
of the Judgments Section involved the handling of postjudgment problems; judg- 
ment negotiation received major attention. Today, with an almost doubled 
staff, the section devotes at least 90 percent of its time to enforcement. 

The increased attention given to judgment enforcement is reflected in the 
growth of the section from 11 attorneys 3 years ago to a present staff of 21. This 
growth has taken place during a period when, as I have told you previously, the 
ratio of consent terminations to general antitrust activity is smaller than in at 
least one comparable period. This means increased supervision of judgments, 
and supervision insures more effective maintenance of competitive conditions 
once they have been established by a decree, however it is achieved. 

The Judgment Section’s tasks relate to construction and modification of judg- 
ments, the investigation of complaints of violation and the institution of pro- 
eeedings to punish violations or to secure the carrying out of the terms and 
purpose of judgments. When a question of construction arises it is usual that 
the particular defendant or his counsel contact the Antitrust Division and discuss 
the problem. Often the matter can be settled through informal discussion. In 
other situations the defendant may formally request the Department's construc- 
tion or interpretation of the judgment. We consider that we are obligated to 
give to any defendant our construction of a judgment which binds him as it 
applies to a particular set of facts. If no agreement is reached between the 
Division and the defendant it may be necessary for one of the parties to apply 
to the court for construction. Modifications, whether considered necessary by 
the defendants or the Government, are also frequently discussed initially in an 
informal way; it is sometimes possible to obtain the approval of the court for a 
formal agreed-upon order. 

In the event the parties cannot reach an agreement the court may be requested 
to determine the necessity for a modification by holding formal hearings and 
considering evidence. 

Applications for modification of judgment provisions have been as diversified 
as antitrust proceedings in general. Certain restrictions imposed on defendants 
with regard to holding stock have been lightened for certain purposes. In many 
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instances the modifications presented some details within a big case, such as, for 
example, modification under the motion-picture judgments of a time limit with 
regard to divestiture of a particular theater. Modifications range from the re- 
quest by another Government department that we seek a modification of a judg- 
ment to permit a particular defendant to comply with certain regulations of 
that department to the current proceeding in which three defendants seek to 
modify drastically the terms of the 1920 consent decree in the so-called Packers 
case, 

Petitions for construction or modification or even vacation of a judgment do 
not necessarily involve violations. Special enforcement problems arise when a 
defendant does not live up to his obligations under the judgment ; he might openly 
defy or, more frequently, surreptitiously act or fail to act in violation of those 
obligations. 

The Division may learn about noncompliance from industry surveys we make, 
from complaints by persons who are adversely affected by acts of a defendant, 
or from incidental notices in trade journals. 

Whenever there is sufficient reason to believe that a judgment obligation has 
been violated the section conducts a preliminary inquiry either directly or through 
the appropriate field office. If that inquiry shows that the complaint has merit 
or indicates a situation which would, if substantiated, constitute a judgment vio- 
lation, a formal investigation is initiated. This investigation is normally con- 
ducted by the Federal Bureau of Investigation. The Department may utilize 
one or more of the rights which we have under many of the judgments providing 
for access to documents in the possession of the defendants, interviewing of of- 
ficers and employees and, if appropriate, the submission of reports by defendants. 

Formal investigation may result in a motion for construction to determine 
whether the activity in question is contrary to the judgment; it may result in a 
motion to modify in order to make the judgment effective; it may result in the 
institution of civil or criminal contempt proceedings or both. Civil contempt is 
purely remedial; the Government achieves compliance with the judgment by 
court process. It is coercive and looks to future actions. Criminal contempt is 
punitive; it acts as a deterrent while punishing for past acts. 

These are some of the procedures within which the Division utilizes in enfore- 
ing judgments. We believe that our program of increased policing of decrees 
has led to more effective attainment and maintenance of the conditions sought 
by the antitrust laws. 

VII. Of the 400 or so judgments this Division polices, you have asked me to 
focus on one, the so-called Atlantic Refining judgment. At the outset, of course, 
that judgment was negotiated and entered more than 15 years ago by men not 
one of whom is still with the Department. It seems clear, therefore, I can take 
no direct responsibility for the various enforcement decisions that were made in 
fashioning its terms. Whatever my thoughts on the wisdom of its provisions, 
however, mine is now the obligation to enforce it. And that is just what I have 
tried to do. 

Let me begin by sketching the decree. I shall then touch upon the various 
problems in its enforcement the Judgments Section has brought to my atten- 
tion. Finally, I shall explain what we have done to date to meet those problems. 

First, the decree. The Elkins Act™ proscribes the giving of any rebate by a 
carrier to a shipper. It provides that the civil penalty for receiving rebates 
shall be three times the amount of the rebate. In 1940, the Department pre- 
pared 59 cases against various shipper-owner oil companies charging violation 
of the Elkins Act and seeking threefold penalties. 

On September 30, 1940, 3 cases were filed against the Standard Oil Co. (Indi- 
ana),” the Phillips Petroleum Co., and the Phillips Pipe Line Co.,™ and the 
Great Lakes Pipe Line Co.™ In the first two, the Department sought an account- 
ing and a money judgment for 3 times the amount of the alleged illegal rebates ; 
the last case sought only an injunction. Two of the cases were heard before 
an expediting court. And preliminary motions regarding venue and jurisdiction 
were decided in favor of the Government.” Negotiations were thereupon com- 
menced for settlement of all of the contemplated pipeline proceedings. 


™ 34 Stat. 587-589; U. S.C. title 49, sec. 4. 
2C,. A. 201 (N. D. Ind.). 
bn A. 182 (Del.). 
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% United States v. Phillips Petroleum Co., 36 F. Supp. 480; United States v. Great 
Lakes Pipe Line Oo., 36 F. Supp. 486. 
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Discussions were then held between the Government oil staff (no one of whom 
is still with the Department) and the oil industry negotiating committee. The 
upshot was that, on December 23, 1941, a civil action was filed by the Govern- 
ment against 19 major oil companies, 17 affiliated oil companies, and 53 pipeline 
companies which were either subsidiaries of the oil companies or were pipeline 
companies in which the defendant oil companies had a financial interest. The 
complaint, in effect, charged that the defendant shippers were paying the ap- 
plicable tariff rates filed with the Interstate Commerce Commission but were 
in effect receiving from the defendant pipelines refunds, rebates, and offsets 
which were “passed on or credited, directly or indirectly, by the defendant com- 
mon carriers to their defendant shipper-owners under the guise of dividends 
and earnings.” ” 

On the same day the complaint was filed, December 23, 1941, the so-called 
pipeline consent judgment was entered. The judgment, in essence, provides 
that no defendant common carrier should credit, give, grant, or pay, in any 
“alendar year (commencing January 1, 1942) to any defendant shipper-owner 
any earnings, dividends, sums of money, or any other valuable considerations 
derived from transportation or other common carrier services which in the 
aggregate is “in excess of its share of 7 percent of the valuation of such com- 
mon carrier property” if the common carrier shall have transported during said 
calendar year any crude oil, gasoline, or other petroleum products for said ship- 
per-owner (judgment, par. IIT). 

The judgment then defines “valuation” to mean the “latest final valuation of 
ach common carrier’s property owned and used for common-carrier purposes as 
made by the Interstate Commerce Commission.” It provides that to the latest 
final valuation “shall be added the value of additions and betterments to the 
common-earrier property made after the date of such latest final valuation.” And 
“from this sum shall be deducted appropriate amounts for physical depreciation 
on, and retirements of, common-carrier property computed by the carrier as of 
the close of the next preceding year, in accordance with the methods used by 
the Interstate Commerce Commission in bringing valuations down to date” 
(judgment, par. ITI (a) ). 

So much for a brief sketch of the decree. In my slightly over 1 year as head 
of the Antitrust Division, my experience with enforcement problems under the 
decree has led me to conclude that its most effective enforcement will likely 
stem, not from one overall proceeding raising the myriad issues the decree might 
pose, but rather from a series of separate enforcement actions designed to imple- 
ment the decree’s key provisions. Only thus, I believe—and in this belief 
my entire staff concurs—can crucial isSues under the decree be presented to the 
court in a clearcut and manageable form. 

Against this background I shall treat the four proceedings this Division, 
under my leadership, has filed to effectuate this decree. Treating each pro- 
ceeding, I shall, of course, cover the provision of the decree each proceeding 
seeks to fulfilll. All these issues, it seems clear, are now before the court. Ac- 
cordingly, I shall cover this Department’s position regarding key decree provi- 
sions largely in terms of the language contained in motions we have filed. 

First, the shipper-owner share issue. On October 11, 1957, the Government 
filed a motion for an order carrying out the judgment, directed against the 
Arapahoe Pipe Line Co. of Brush, Colo. The shipper-owners of the Arapahoe 
Pipe Line Co. are the Pure Oil Co., a named defendant to the judgment, and the 
Sinclair Pipe Line Co,, a wholly owned subsidiary of the Sinclair Oil Co., also 
named a defendant to the judgment.” 

According to our motion, Arapahoe has violated the judgment by failing to 
deduct from the valuation of its common carrier property, before computing its 
shipper-owners’ permissible dividend, the share of the valuation of such prop- 
erty financed by or attributable to loans of $26 million from third parties. 

The Arapahoe Pipe Line Co., our motion avers, was incorporated on June 17, 
1954. The par value of its outstanding capital stock is $2,900,000 which repre- 
sents the investment made in the company by the Pure Oil Co. and the Sinclair 
Pipe Line Co., each of which owns 14,500 shares of the company’s capital stock. 
In August, 1954, the company authorized the issue of 25-year 3.8 percent first- 
mortgage pipeline bonds in the amount of $27,600,000. On August 19, 1954, our 
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motion goes on, $16 million of such bonds (maturing August 1, 1979) were 
issued to the Mutual Life Insurance Co., and on November 4, 1954, an additional 
amount of $10 million of such bonds was issued to the Mutual Life Insurance 
Co. 
The mortgage and deed of trust provided that the money obtained by the 
debentures was for the construction of pipelines which were to be constructed 
on or before June 30, 1955, but not later than December 1, 1955, and should 
in any event be completed on or before January 1, 1957. The Arapahoe Pipe 
Line Co. thus has a total capitalization of $28,900,000 consisting of $2,900,000 
in capital stock and $26 million in funded debt. 

The Arapahoe Pipe Line Co. has filed three reports with the Attorney General 
pursuant to paragraph VIII of the judgment, that is, in 1955, 1956, and 1957, 
for the calendar years 1954, 1955, and 1956. 

In the first report it reported its valuation to be used as earnings basis to be 
$1,624,000 ; in the second, $21,807,066; and in the third, $30,136,700. It reported 
the 7 percent permissibie dividends for its shipper-owners for those years as 
follows: $113,684 for 1954, $1,526,495 for 1955, and $2,109,569 for 1956. Those 
dividends represent the following rates of return to its shipper-owners on their 
investment of $2,900,000; 3.9 percent in 1954; 52.6 percent in 1955; and 72. 
percent in 1956. 

Judgment paragraph 3, recall, prescribes dividends that exceed 7 percent of 
the shipper-owner share of the valuation of the carrier’s property. Obviously, 
the biggest share of the corporation’s valuation is represented by the $26 million 
loan from third parties and the shipper-owners’ share of the carrier’s valuation 
is represented by their investment of less than $3 million. The purpose of the 
Elkins Act is to prohibit rebates to shippers and the purpose of the complaint 
in this case was to prohibit the defendant carriers from paying excessive divi- 
dends which amounted to rebates to their shipper-owners under the guise of 
dividends and earnings. 

The background against which this judgment was entered makes it clear that 
the purpose of the judgment was to prohibit the payment by defendant carriers 
of excessive dividends and amounts of money to their shipper-owners. Accord- 
ingly, the motion requests an order from the court directing the Arapahoe Pipe 
Line Co. to deduct from its valuation before computing its shipper-owner per- 
missible dividends, the share of the valuation of its property that is the result 
of, or attributable to, moneys obtained by the carrier from third parties for the 
purpose of extending existing, or constructing or acquiring new, common- 
earrier facilities. 

Second, the so-called pro rata issue. 

On October 11, 1957, the Government also filed a motion for an order carrying 
out the judgment directed against the Service Pipe Line Company of Tulsa, 
Okla., and its shipper-owner, Standard Oil Co. (Ind.), charging the defendants 
with violation of the judgment and requesting appropriate relief. 

This motion stems from an alleged violation by the Service Pipe Line Co. of 
the provisions of paragraph III (a). At the time of the entry of the judgment, 
the latest final valuation made by the Interstate Commerce Commission of most 
of the defendant carriers was as of December 31, 1934. Accordingly, para- 
graph III (a) provides for bringing the valuation up to date, that is “as of 
the close of the next preceding year.” 

Beginning in 1951, the defendant Service Pipe Line Co. began adding to its 
valuation, on the basis of which it computed its shipper-owner’s permissible 
dividend, the pro rata value of additions and betterments completed after the 
close of the next preceding year and began deducting the pro rata value of major 
retirements and depreciation occurring after the close of the next preceding 
year. In a year when the pro rata value of depreciations and retirements was 
larger than the pro rata value of additions and betterments, this method of 
computation resulted in the defendant Service calculating and reporting smaller 
dividends for its shipper-owner than those permitted by the judgment. But, 
conversely, when the pro rata value of additions and betterments was larger than 
the pro rata value of depreciation and retirements, this method of calculation 
resulted in the carrier computing larger dividends for its shipper-owner than 
those permitted by the judgment. In any event, of course, this method of 
computing dividends constitutes a violation of the judgment. 

If permissible dividends are unearned in any year, paragraph III (d) provides 
that the amounts can be credited or paid within any one or more of the next 3 
succeeding years in addition to credits and payments permitted during each 
such subsequent year. 
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The motion charges that in 1952 the carrier erroneously computed the shipper- 
owner’s dividend in excess of the amount permitted by the judgment but failed 
to earn the amount of the reported dividend and thus reported the unearned 
part as an unearned amount payable within any one or more of the next suc- 
ceeding 3 years. In 1955, the carrier reported earning an amount in excess of the 
permissible dividend for 1955. And it reported paying $1,063,238 of this excess 
to its shipper-owner as part of the 1952 dividend. However, this amount ex- 
ceeded the permissible dividend for 1952 (calculated in accordance with the judg- 
ment) by $241,040 and the amount of $241,040 was thus a payment in excess of 
that permitted by the judgment. 

In addition to an order requiring defendant Service to compute its shipper- 
owner’s permissible dividend in accordance with the judgment, the motion seeks 
such relief against the shipper-owner, Standard Oil Co. (Ind.), as the court 
may deem just and proper. 

Beyond the “pro rata issue,” we have sought to insure that, as we believe the 
judgment requires, only property “owned and used” by the carrier may be 
included in the valuation on the basis of which the shipper-owner’s share is 
ealculated. One motion which we have filed is directed at defendant Tidal Pipe 
Line Co. and its shipper-owner, Tidewater Oil Co. This motion charges that 
Tidal has violated paragraph III of the judgment by computing the permissible 
7-percent dividend to Tide Water on the basis of the valuation of all property 
used by it for common carrier purposes, whether such property was owned by 
the carrier or not. 

Paragraph III of the judgment provides that the valuation to be used to 
compute the permissible dividend shall be the “latest final valuation of the 
common carrier’s property owned and used for common carrier purposes as made 
by the Interstate Commerce Commission.” The motion charges that Tidal has 
in specified years used in computing its dividends a valuation of all the property 
owned or used (not owned and used) by it for common carrier purposes, result- 
ing in dividend payments to the shipper-owner of $24,776.30 in excess of the 
dividends which could have properly been paid if the correct valuation had 
been used. 

Judgment paragraph V also requires that earnings of the carrier in excess 
of the permissible 7-percent dividend to its shipper-owner be placed in a sur- 
plus account. The motion charges that Tidal knowingly failed to place in its 
surplus account some $30,075 in excess earnings and instead paid the greater 
part of that sum to its shipper-owner. 

The difference in the valuations of property as computed by Tidal and as 
computed by ICC as “owned and used” is set forth in the motion. For the 
years 1947 through 1952, Tidal’s method increased its valuation more than 
$400,000 over that of ICC’s valuation. 

This Tidal motion seeks an order directing Tidal to compute the permissible 
dividend each year on the basis of the valuation of the property owned and used 
by the carrier. It also seeks such relief against Tidewater as the court 
deems appropriate. 

We have further filed a petition for an order requiring the Texas Pipe Line 
Co. to show cause why it should not be found in civil contempt. In this proceed- 
ing, as in the action against Tidal and Tidewater, it is charged that Texas 
Pipe Line has violated paragraphs III and V of the judgment in that it has 
computed the allowable payments to its shipper-owner on the basis of valuation 
of property used for carrier purposes but not owned by it. Further, the Texas 
proceeding alleges the carrier has failed to place in the surplus account net 
earnings which were in excess of the amounts the judgment permits it to pay. 

This action differs from the Tidal proceeding in that Texas Pipe Line has 
not yet actually paid prohibited dividends to its shipper-owner, but has instead 
reported the sum of $100,526.79 as allowable dividends, earned and withheld, 
and thus payable in future years. 

The petition requests the court to order Texas Pipe Line to transfer to its 
surplus account the sum of $100,526.79 and direct it to deduct this amount 
from the category of allowable dividends. 

The committee may question why the action against Texas Pipe Line was by 
way of civil contempt and not by way of motion as in the other proceedings. 
The distinction is that Texas has not actually paid over prohibited sums to its 
shipper-owner but has erroneously computed the valuation and has wrongfully 
eredited the sums which it may pay in the future. There is no relief which 
the Government could seek against the shipper-owner until such payments 
were made. Civil-contempt proceedings are a traditional method used by the 
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courts to secure obedience with their judgments, where no punishment or 
damages are sought. 

Beyond proceedings already filed, we are investigating other situations in 
which there are possible judgment violations. Among these are: possible false 
reports to the Attorney General; payment by defendant carriers to shipper- 
owners of principal and interest on both prejudgment and postjudgment loans 
without appropriate changes in valuation basis; failure to place excess sums 
in restricted surplus accounts; misuse of sums placed in such surplus accounts; 
failure to retain in surplus accounts interest earned on investment of funds in 
such account; failure by certain carriers to file reports, although coming within 
the definition of defendant carriers under the judgment. Within the near future 
I shall be prepared to report on the fruits of our studies in these areas. 

In sum, I would make but one point. Our hope is that these enforcement 
efforts are more than a mere exercise in judgment policing. The underlying 
goal of the judgment, and less directly of the Elkins Act itself, is to eliminate 
undue competitive advantage to shippers stemming from special connections 
with carriers—by way of ownership or otherwise. This judgment represents 
one approach to the problem. 

There is another—alternative or, if you will, conjunctive—approach, which 
this Division has also been pursuing most actively, that is, an approach under 
the antitrust laws themselves to the problem of the competitive effects of major 
oil company ownership of pipelines on which, not only the majors, but also 
their independent competitors, depend for access to markets. 

Throughout the entire history of oil and antitrust, the pipeline problem has 
run a continuous thread. In Standard Oil™ it was that combine’s control over 
and misuse of transportation facilities which effectuated its monopolization. 
Indeed, the Bureau of Corporations’ report on the Standard Oil trust that pre 
faced this litigation led to the Hepburn Act amendment of the Interstate 
Commerce Act to include pipelines as common carriers. But with the dissolu- 
tion of the Standard Oil trust the pipeline question did not subside. In the 
Pipe Line cases Mr. Justice Holmes could remark in 1914 concerning the conduct 
of the Standard Oil Co. owners of the pipeline network : 

“Availing itself of its monopoly of the means of transportation, the Standard 
Oil Co. refused through its subordinates to carry any oil unless the same was 
sold to it or to them and through them to it on terms more or less dictated by 
itself. In this way it made itself master of the fields without the necessity of 
owning them and carried across half the continent a great subject of interna- 
tional commerce coming from many owners but, by the duress of which the 
Standard Oil Co. was master, carrying it all as it own.” 

Access to a pipeline is a vital necessity for oil-purchasing operations. As the 
well continuously produces, so its production must be continuously marketed. 
Storage facilities are expensive and for the small operator almost prohibitive. 
Ownership of pipeline outlets, as recently expressed by the staff of one major 
company, is second only to ownership of the total production of the oilfield in 
providing access to the oil produced. That function of a pipeline was the founda- 
tion of the pipeline charges in the so-called Mother Hubbard case, United States 
v. American Petroleum Institute et al., filed in 1940 in the United States District 
Court for the District of Columbia. This civil action charged 367 defendants, 
including 22 major and 344 secondary oil companies and the association, with 
violations of sections 1, 2, and 3 of the Sherman Act and sections 2 and 3 of the 
Clayton Act by means of an overall conspiracy to monopolize and control the 
entire petroleum industry from the production and sale of crude oil to the retail 
sale of refined products. 

There the major oil companies were charged with illegal use of the control in- 
herent in their joint and individual ownership of pipelines. Under attack were 
practices of the majors such as compelling independent producers without means 
of transportation to sell their crude at the wells rather than permitting use of 
pipeline transportation facilities, requiring minimum tenders of such large 
quantities of crude for pipeline shipment that independents could not qualify, 
refusal to operate pipelines as common carriers, charging excessive rates on any 
crude transported for independents, influencing high railroad shipping rates on 
oil, and controlling through ownership or lease other means of transportation, 
such as tankers, barges, and tank cars. Because of the extremely comprehensive 
all-inclusive charges in that case and the vast number of defendants involved, 
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it became apparent that the case was too unwieldy to handle at a single trial, 
and a decision was made to file segment cases involving distinct phases of the 
petroleum industry. Accordingly, on June 6, 1951, on motion of the Government, 
this Case was dismissed. A number of the cases which were subsequently filed 
are segment cases from this old Mother Hubbard case. Of these the so-called 
West Coast Oil case directly involves, among other things, the pipeline operations 
of the defendants in the Pacific Coast area. There the major oil company de- 
fendants are charged with illegal use of their control of over 97 percent of 
the crude trunklines and 77 percent of all gathering lines in the west-coast area. 
This case is in the final stages of trial preparation. Pipeline abuses in the West 
Coast Oil case follow the pattern of those alleged in the Mother Hubbard case. 

For example, in the West Coast Oil case, the major oil-company defendants 
are charged with refusing independent crude producers the use of their pipeline 
transportation facilities, thereby requiring them to sell their crude at prices and 
terms dictated by the majors or to pay much higher transportation costs than 
the majors. At the same time the majors refuse independents in the west-coast 
area use of other means of transportation such as tankers and barges which are 
90 to 100 percent controlled by the majors. These practices would not be pos- 
sible if the independents had other available means of transportation for crude 
oil. 

In the prayer for relief in that case it is specifically asked that crude-oil pipe- 
lines in the west-coast area be made available to independents on equal and 
nondiscriminatory terms and conditions. Similarly, we asked that tankers, 
barges, and storage facilities be made available to independents on an equal 
basis with the majors. Because the west coast traditionally has been a self- 
contained producing and marketing area, a successful conclusion of this case 
will only provide a solution to the unique pipeline problems in that area. 

None of these pipeline problems is merely a matter of history. They are 
current matters of concern to the industry, the public, and the Department. The 
Department is conducting a continuing inquiry into pipeline ownership and op- 
eration as a part of its study of problems relating to oil production and market- 
ing. Special concern has focused on the part played by pipelines both in the 
marketing and transportation of crude oil. Included in our study are the com- 
petitive effects of a number of practices and industry trends including pipeline 
prorationing or purchase prorationing. That is the refusal by purchasers, usu- 
ally the majors, to buy all the oil its supplier produces. Independent oil 
producers suffer most when proration is resorted to. Another problem concerns 
unconnected wells which appear to be on the increase. The domestic industry 
has been plagued with an increasing problem of obtaining pipeline connections 
for new wells. Tank trucking of crude has substantially increased in recent 
years. This costly transportation puts the independent producers at a serious 
competitive disadvantage. In fact, control over transportation, some haye com- 
plained, has put independent producers of crude in the United States completely 
at the mercy of the major oil companies. 

Particularly in connection with the preparation of the Attorney General’s 
Second Oil Compact Report considerable preliminary study of pipeline owner- 
ship and operation has been undertaken. In addition to file studies and back- 
ground research of published materials, this work has included field investiga- 
tions to oil-producing States, correspondence with various officials and inter- 
views with a number of informants. Field trips have been undertaken to the 
States of Texas, Oklahoma, and Louisiana to discuss with officials of the re- 
spective State regulatory agencies the pipeline problems in their States. 
Preliminary studies of the voluminous files of the Oklahoma and Louisiana 
agencies on this subject have been made, but up to the present limitations of 
time, expense, and manpower have permitted a more extended study only at 
the Texas Railroad Commission. There, a staff spent 2 weeks abstracting data 
from the extensive and detailed public records of the commission on this and 
other matters connected with the crude-oil production industry. 

: Information as to pipeline operations has been obtained from interviews 
with individual crude oil producers. Also, over a considerable period of 
months, pertinent data have been compiled in Washington from the files of the 
Interstate Commerce Commission and the Department of Interior’s Office of 
Oil and Gas. 

The principal effort has been to survey the sources of needed data and to 
compile some of the necessary information. Analysis and correlation of all 
these materials have not been completed. Work is progressing on this as 
rapidly as possible. 
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Finally, just a word about recent action taken by the Department regarding 
antitrust enforcement involving the entire pipeline industry. We have launched 
a full-scale FBI investigation of all crude and products pipelines jointly owned 
by the major oil companies to detect any anticompetitive aspects of the joint 
ownership. This is one of the most comprehensive investigations undertaken by 
the Department in recent years and I can assure you that it will go forward 
as rapidly as possible. This investigation will cover pipeline operations through- 
out the United States except the area included in the West Coast case. 

In sum, from all of the foregoing, my hope is that the Department’s antitrust 
and judgment enforcement program will ultimately help eliminate whatever 


pipeline abuses do exist and thus restore competition in this phase of the 
petroleum industry. 
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House or REPRESENTATIVES, 
ANTITRUST SUBCOMMITTEE OF THE 
CoMMITTEE ON THE JUDICIARY, 
Washington, D.C. 

The subcommittee met, pursuant to recess, at 10:10 a. m., in room 
346, Old House Office Building, Hon. Emanuel Celler (chairman) 
presiding. 

Present: Representatives Celler ren) Rodino, and Keating. 
Also present: Herbert N. Maletz, chief counsel; Kenneth 
Harkins, cocounsel; Milton Eisenberg, associate counsel; and Julian 

H. Singman, assistant counsel. 

Tue CHarrMan. The subcommittee will come to order. Our first 
witness is the distinguished Chairman of the Interstate Commerce 
Commission, Mr. Owen Clarke. We are very glad to have you here. 
1 understand you have a statement. 

Mr. Crarke. Yes, I have. 

The CHatrman. I take it you would like to read it completely 
without being interrupted, I suppose. 

Mr. Crarker. I would prefer it that way. 

Tue CHatrrman. All right. 


TESTIMONY OF HON. OWEN CLARKE, CHAIRMAN, INTERSTATE 
COMMERCE COMMISSION; ACCOMPANIED BY ROBERT MINOR, 
COMMISSIONER, ICC; CECIL W. EMKEN, DIRECTOR, BUREAU OF 
ACCOUNTS, COST FINDING AND VALUATION, ICC; AND G. F. 
HOWSER, CHIEF, ENGINEERING BRANCH, BUREAU OF ACCOUNTS, 
COST FINDING AND VALUATION, ICC 


Mr. Crarke. Mr. Chairman and members of the Antitrust Sub- 
committee: My name in Owen Clarke. I am the present Chairman 
of the Interstate Commerce Commission and have served in that 
capacity since January 1, 1957. I am appearing today on behalf of 
the Commission and in response to the invitation of Chairman Celler 
to explain the Commission’s procedures in making valuation reports 
of pipeline companies. 

Also present is Commissioner Minor, a member of the Commission’s 
Legislation Committee and on my left is Mr. Cecil Emken, Director of 
the Bureau of Accounts, Cost Finding Evaluation. On my right is 
Mr. Howser, Chief of the Engineering Branch Section Evaluation of 
the Bureau of Accounts. 


443 








444 CONSENT DECREE PROGRAM—DEPARTMENT OF JUSTICE 


The CHarrman. We welcome those gentlemen. I have been in- 
formed by counsel that you and your staff have been very, very co- 
operative. 

Mr. Crarke. Thank you. 

The CuatrrMan. Weare very grateful. 

Mr. Crarxke. In the statement which follows I will discuss generally 
the background of valuation reports and will give special attention to 
questions propounded by members of the committee’s staff in discus- 
sions with members of our staff relating to pipeline valuation work. 

The authority for and responsibility to perform valuation work is 
contained in section 19a of the Interstate Commerce Act, which directs 
the Commission to ascertain and report in detail as to each piece of 
property owned or used by each common carrier for common carrier 
purposes : 

(1) the original cost to date; 

(2) the cost of reproduction new; 

(3) the cost of reproduction less depreciations ; and 
(4) other values and elements of value, if any. 

Congress also provided that upon the completion of valuation— 
the Commission shall thereafter in like manner keep itself informed of all ex- 
tensions and improvements or other changes in the condition and value of the 
property of all common carriers, and shall ascertain the value thereof and shall 
from time to time revise and correct its valuation. * * * 

In other words, the Commission was not only to value the property 
as of a given time, but it was to maintain a record of the extension, 
improvements, and other changes in the cost, value, condition, and 
classification as to use of this vast property. 

These changes have been substantial and have varied greatly with 
different parts of the country. The fieldwork on railroad valuation 
was practically completed by the close of 1920. 

In all, the C ommission issued about 1,200 tentative railroad valua- 
tions covering 1,825 individual cor porations. 

Numerous disputes with the carriers, however, arose even before 
the completion of the tentative valuations. The act provides that 
tentative valuations shall be served on the carriers and others with 
an opportunity to protest within 30 days. 

In cases of protested valuations, the act provides for full hearings 
by the Commission with appeal to the courts. 

The submission of a tentative finding as to value became the signal, 
in nearly half the railroad valuations, for an intensive effort to upset 
that finding and to increase the total amount of the valuation. The 
railroads, with few exceptions, extended cooperation to the Commis- 
sion on all technical matters in the progress of the work. However, 
when the final value became the issue, the Commission was confronted 
with a persistent attack on its methods, its policies, and its decision. 

The hearings, attendant conferences, and court litigation incident 
to this valuation work continued without interruption for more than 
a decade from 1922 to 1933. 

This experience led to the inescapable conclusion that the Com- 
mission was confronted with an almost impossible task if the then 
existing involved and legalistic procedures were to be continued. <Ac- 
cordingly the method of handling valuation protests was revised by 
resorting to joint conferences composed of representatives of the 
Commission’s staff and rail industry technicians. 
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Their function was to seek agreement on disputed questions of fact. 
The States were invited to participate in these joint conferences 
which generally resulted in partial, and in many instances in com- 

ylete agreement on facts and principles that were later incorporated 
in the records on which the Commission or courts had to pass in de- 
termining value. This resulted in the completion of the initial valua- 
tion of railroad properties during 1933. 

The rise in importance of pipelines for the transportation of oil 
and its products, combined with the institution of litigation over 
‘ates, and the enactment of legislation providing for production 
regulation by an Administrator for the petroleum industry, caused 
the Commission in 1934 to order the valuation of the oil pipelines. 
This also was advocated by the Administrator as a necessary foun- 
dation for rate determination. 

In recognition of the benefits inherent in a cooperative undertak- 
ing, based on the extensive experience gained in the valuation of rail- 
road properties, the Commission sought the counsel of State and in- 
dustry representatives concerning methods which would best serve 
the new job to be done. Meetings were held with representatives of 
the Oklahoma, Texas, Missouri, and Kansas State commissions and, 
at the request of the ICC, the American Petroleum Institute ap- 
pointed a committee to take part in these discussions. 

Upon development of practical procedures the work of valuing 
the properties of carriers by pipeline was officially started in May of 
1935, values being determined as of December 31, 1934, for all 53 
carriers then reporting to the Commission. Later, this number was 
increased to 80 as other pipeline companies came under the provisions 
of the act. 

Lack of appropriations resulted in the suspension on July 1, 1944, 
of the departmental work of compiling original cost and bringing 
forward the inventories of the land and other property changes of 
pipelines. As a result, the Commission was unable to process the 
data on file and to have readily available for its use current informa- 
tion relating to the physical consist and original cost of the pipeline 
companies then reporting to it. 

As a result of the curtailment of pipeline valuation activities by the 
ICC, pipeline companies experienced difficulty in complying with 
the 1941 consent decree. In view of this the House Appropriations 
Subcommittee, although recommending a considerable reduction in 
the appropriation for the Bureau of Valuation for fiscal year 1950, 
did provide $35,600 for the Commission’s use in performing pipeline 
valuation work. 

As the appropriation bill was finally passed, $100,000 of the appro- 
priation was earmarked for pipeline work. Since no additional funds 
were actually provided, however, this necessitated curtailing other 
Commission work. . 

By the end of 1947, unprocessed property changes had assumed vast 
proportions, and price levels had changed materially from those pre- 
vailing as of December 31, 1934, the date of the previously found 
valuations for the majority of the pipeline carriers. 

Since no shortcut methods of approximating current values could 
be considered reliable, it was decided to require a restatement of in- 
ventory and the original cost thereof, as of December 31, 1947. 
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An order was served by the Commission in July of 1948 to accom- 
plish this. By October of 1949 the pipeline carriers had filed the 
required information, and the work of checking and processing the 
data, and preparing the reports underlying the tentative and final 
valuations began. 

The work of preparing the basic pipeline reports, as of December 
31, 1947, was completed in the year 1952. The Commission has issued 
valuation reports annually on all pipelines subject to its jurisdiction 
subsequent to that date. 

This about summarizes the history of pipeline valuations as a 
whole. However, it should be stated that the methods and procedures 
employed in the initial valuation of pipeline carrier properties, as well 
as the perpetuation of such inventories, are basically the same as those 
employed in valuing railroad properties. 

Stated briefly, procedures consist of submission by the pipeline 
carriers of detailed quantities and costs of their properties, the validity 
of which is checked by the physical inventory of such property by the 
Commission’s engineering personnel and by a verification of carrier 
accounting records by Commission’s accounting personnel. 

During previous discussions with members of the Commission’s 
staff, questions were raised by members of the subcommittee staff con- 
cerning the participation by committees connected with the pipeline 
industry in the establishment of guide prices. 

As stated before, the difficulties encountered in connection with 
finalizing valuations for railroad properties dictated the adherence 
to committee procedures in carrying forward valuation activities 
pertaining to pipeline properties. The principal function performed 
by industry committees is to assist in the development of annual 
guide prices used in determining current costs of reproduction new 
and costs of reproduction less depreciation. 

The assistance of the committee members has been invaluable in 
the development of annual guide prices because of their familiarity 
with the materials and prices and their close contacts with manu- 
facturers. 

I wish to emphasize that the information concerning prices made 
available through the services of the committee is not controlling 
in the establishment of guide prices, but is used in conjunction with 
price data collected independently by the Commission. 

It should also be pointed out that a high percentage of prices are 
not subject to composite price determination but represent firm prices 
established at the mill for pipe and other items. 

All other prices are based on contract costs; manufacturers’ quota- 
tions, price trends from Bureau of Labor Statistics Engineering 
News-Record, appraisal manuals, and other reliable information. 

All of these prices vary widely in different parts of the United 
States, especially in pipeline construction, due to the variety of con- 
ditions experienced in the swamps of southern Louisiana, the desert 
and mountains of the West and Southwest, the swamps and lake 
country of Minnesota and Wisconsin, the congested areas in and 
around large cities in which most trunklines terminate, and the iso- 
lated areas of much of the West, requiring long truck hauls, long 
distances from railroads, with generally poor roads or often no roads 
at all. All of these conditions have to be considered in arriving 
at an estimated judgment price trend for any particular year for the 
country as a whole. 
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To substantiate the reasonableness of prices established by the 
Commission after evaluation of committee recommendations, it will be 
observed from the attached chart, exhibit No. 1, that the ICC rail- 
road yearly construction indexes (guide prices) and ICC pipeline 
yearly construction indexes (guide ere which are at the bottom 
of the chart, closely follow each other from the beginning of pipe- 
line valuations in 1934; also that these indexes until 1948 Follow the 
general trend of the union wage rates for all building trades, and 
construction costs as reported by the Engineering News-Record, 
lines at the top of the draft chart. Since 1948 these wage rates and 
construction costs have increased at a faster rate than have ICC 
indexes, showing a spread of 315 in 1956, as opposed to a spread of 
only 175 in 1948. 

Furthermore, it will be noted from exhibit 2 that 44.51 percent of 
the cost of reproduction new for pipeline properties consists of pipe 
and fittings in which firm prices are used in reaching our evaluation 
figures. 

ICC pipeline yearly construction indexes (guide prices) established 
for property in this category are based on firm mill prices plus freight, 
and therefore not subject to modification. 

The 30.45 percent of the cost of reproduction new is represented by 
pipeline construction or labor which is a component part of construc- 
tion costs as reported by the Engineering News-Record. ICC pipeline 
yearly construction indexes (guide prices) for the remaining 25.04 
percent of the cost of reproduction new is based on carrier experience, 
manufacturers’ prices, Bureau of Labor Statis‘ics, and other reliable 
sources. 

The assistance furnished the Commission by pipeline committees 
in developing annual construction indexes is in consonance with pro- 
visions contained in section 19a (e) of the Interstate Commerce Act. 

(The charts Mr. Clarke referred to are herewith inserted.) 

That completes my statement, gentlemen. 

My associates and I will be glad to answer any questions. 

Mr. Harxrys. Mr. Clarke, on page 6 of your statement you state 
that the methods and procedures used by the ICC in the valuation of 
common carrier pipelines are basically the same as the procedures 
used in valuing railroad property: {s that not true? 

Mr. Crarke. That is what I state. 

Mr. Harxrns. In valuing railroad properties, does the Commission 
base the valuation on original cost or on an average of original cost 
and cost of reproduction less depreciation ? 

Mr. Crarke. For ratemaking purposes we have been using original 
cost. However, the valuation figures are compiled on the same basis, 
that is, original cost, also reproduction cost and reproduction cost less 
depreciation. 

Mr. Harkins. Therefore in the case of railroads, is it not true that 
although the staff goes through the same procedures in developing 
a valuation recommendation to the Commission, the Commission in 
fact uses original cost as a basis for the valuation rather than an 
average of cost of reproduction new with original cost? 

Mr. Cruarke. That is true. 

In all of our general rate cases, we have used original cost. How- 
ever, the contention has been made in each one of those cases that we 
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should use reproduction new. We have weighed the evidence and 
haev decided not to change our method. 

Mr. Harkins. Are you familiar with the publication by Mr. B. H. 
Moore of the Association of American Railroads, entitled “The Fed- 
eral Valuation of Railroads in the United States”? Are you familiar 
with that publication / 

Mr. Ciarke. Not personally. 

The Cuarrman, Are either of the gentlemen on your right and left 
familiar with it ? 

Mr. CLarke. Yes, they are familiar with it. 

Mr. Harkins. On page 38 of this publication Mr. Moore states, 
in a discussion of pipeline valuations : 

In these valuations an analysis of the findings discloses that the Commission 
arrived at its value by weighting the cost or reproduction less depreciation and 
original cost less depreciation, to which is added value of lands and working 
sapital. 
rr in the Ajax Pipe Line valuation, an application of the 
Commission’s original cost formula used for railroads would have produced for 
that property a value approximately one-half of that actually found. 

Is it a fact, Mr. Clarke, that application of the Commission’s for- 
mula for valuations that are used for railroads would have produced 
for the Ajax Pipe Line a valuation approximately one-half of that 
actually found for Ajax Pipe Line ? 

Mr. Crarke. We do not use a formula as such. In accordance 
with the statute, valuation reports are made 3 or 4 ways, as I just 
stated, an original cost basis, on a reproduction new basis, on a re- 
production new less depreciation basis plus any other elements of 
value that might be considered. 

Now, when we have a rate proceeding before us, we can use as a 
rate basis any one of those valuations that we consider appropriate. 
The valuation findings by the Commission are nothing more than 
prima facie evidence of a rate base. 

Mr. Harkins. But is it correct that the valuation procedures that 
are used by the ICC with respect to railroads result in a valuation 
that would be approximately one-half of the valuation that is found 
for oil pipelines ? 

Mr. Ciarke. No, I do not believe so. To the best of my knowledge 
the two are handled identically the same for the purpose of arriving 
at the decision in a valuation report, but the use that is later made of 
the valuation findings differs. 

Mr. Harkins. Is it not true that the Commission uses original 
cost in the basis of its valuation for railroads? 

Mr. Ciarke. Also reproduction new in its valuation of the rail- 
roads, but not in its application to rate cases. 

Mr. Harxrns. In rate cases you use - 

Mr. Crarke. Original cost, that is quite true. 

Mr. Harxrns. For railroads? 

Mr. Crarke. Yes. 

Mr. Harkins. Now, in pipelines when you establish their valua- 
tion, that is on the basis of reproduction cost ? 

Mr. Ciarke. Also on original cost basis. 

Mr. Harkins. When you establish rates for pipelines, what rate 
basis do you use? 

Mr. Crarxe. We use a composite of the original cost and reproduc- 
tion new. 
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Mr. Harkins. Is there a difference between the treatment by the 
ICC of railroads for rate cases, between railroads and oil pipelines? 

Mr. Ciarke. Yes; there is. 

Mr. Harkins. Why is that, sir? 

Mr. Crarke. Well, in the exercise of its judgment, the Commission 
has felt that the original cost basis was most appropriate for rail- 
roads, but for pipelines it should consider reproduction new as well. 

The Cuarrman. Why? Why would that be? 

Mr. Ciarke. Well, for a number of reasons. For one thing, pri- 
marily it is because of the hazards of the pipeline business with a 
diminishing source of supply and limited amount of traffic, which 
eventually dries up, and the fact that it is just a one-way haul and 
one product. 

Mr. Keatine. One way ! 

Mr. Ciarke. One product. 

Mr. Harkins. Are those hazards connected with pipelines economic 
hazards or hazards due to other causes? 

Mr. Ciarke. Economic hazards. 

Mr. Keratine. If I understand this, you feel that because of the 
situation facing the pipeline industry, they are entitled to more favor- 
able treatment in ratemaking than are the railroads; is that right? 

Mr. Cuarke. Basically that is the attitude of the Commission. 

Mr. Keatine. Is that an attitude which has generally obtained 
in the Commission, or is that new ? 

Mr. Cxiarke. That was announced in the last rate case in 1948. 

Mr. Kratina. Pipeline rate case ? 

Mr. CiarKe. Yes. 

The Cuairman. Has it always been that way in the Commission ? 

Mr. Crarxe. It is my understanding it has been; yes, from an 
examination of the decisions. It appears to be that it has always 
been that way. 

Mr. Keatina. The railroads had some tough sledding some years 
igo. I guess they claim they are still having it. Have they urged 
hat you adopt the pipeline method of valu: ation in their rate cases ? 

Mr. Ciarke. Without exception in every general railroad rate case 
that we have, the railroads have urged that we should use reproduc- 
tion new. 

The CuatrMan. Go ahead, Mr. Harkins. 

Mr. Harkins. Mr. Clarke, in that publication that I handed you, 
Mr. Moore also stated: 


It is difficult to understand the attitude of the Commission, having under its 
regulations both pipelines and railroads, in adopting for one group of utilities 
one method, and by the same token turn around and find another method which 
they deem appropriate to use in valuing railroad property. 


t 


Do you have any comment on Mr. Moore’s statement ? 

Mr. Ciarke. The only comment would be to reiterate what I have 
already said. It has been the position of the Commission that the 
pipeline industry was confronted with more hazardous conditions 
than the railroad industry, and therefore were entitled to a different 
kind of treatment. 

Mr. Harkins. And therefore it is the position of the Commission 
that pipelines deserve a higher rate base, is that right? 

Mr. CLarke. It would amount to that; yes. 
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Mr. Harxins. Does the ICC promulgate annual valuations for 
railroad properties at the present time as it promulgates its annual 
valuations for oil pipelines? 

Mr. CrarKke. No; we do not. 

Mr. Harkins. Why does the ICC treat these two industries differ- 
ently ? 

Mr. Crarke. We have a limited amount of personnel to do this 
valuation work, and we do not have enough people to make annual 
valuations of both. 

Because of the consent decree, it has been urged upon us it is more 
important to keep the valuations up to date on the pipelines than on 
the railroads. 

The Cuarrman. Who urges that, that you do that ? 

Mr. Crarxe. The House and Senate Appropriations Committee. 
From time to time, it has been virtually a mandate to us to keep the 

ipeline valuation work up to date. They have in effect said this 
fae a priority. 

Mr. Harxrns. When was the last time that either the House or 
Senate did that, Mr. Clarke ? 

Mr. CuarKe. I believe it was 1955. 

Mr. Harkins. Would you say, Mr. Clarke, that the ICC does or 
does not exercise thoroughgoing regulatory control over construc- 
tion and operation of oil pipelines? 

Mr. Crarke. We have no control over the construction of pipelines. 

Mr. Harxtns. Before a company can construct an oil pipeline, is it 
necessary for that company to obtain a Federal certificate of public 
convenience and necessity ? 

Mr. Crarke. No, sir; it is not. 

Mr. Harrys. In the Federal legislation, is there any grandfather 
clause with respect to oil pipelines ? 

Mr. Crarke. Not to my knowledge. 

Mr. Harktns. Does the ICC pass upon the securities issued by, or 
the assumption of liabilities by pipeline companies ? 

Mr. Crarke. No, we do not. 

Mr. Harxrns. Does the ICC pass upon interlocking directorates or 
the positions as officers of pipelines? 

Mr. Crarke. No, sir. 

The CuatrmMan. Did you answer no? 

Mr. Crarxe. No. 

Mr. Harxrns. Are the provisions of the Interstate Commerce Act 
applicable to railroad carriers and motor carriers with respect to 
consolidations, mergers, and common control applicable to pipelines? 

Mr. Crarke. I believe not. It is my recollection of section 5 that it 
does not cover pipelines. 

Mr. Harxtns. Do the safety statutes prescribed by the ICC apply 
to the construction, or the facilities, or the operating practices of the 
oil pipelines ? 

Mr. Crarke. No, sir. 

Mr. Harkins. What is an emergency service order of the ICC with 
respect to railroads? 

Mr. Crarxr. That applies to what we call a carrier service order. 
When there is an urgent and immediate need for service, we have it 
within our authority by virtue of the act to issue an order compelling 
a railroad to render the service during the emergency. 
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ve Harkins. Does the ICC have authority to issue such an order 

gainst oil pipelines? 

7 CuarKE. No, sir. 

Mr. Harkins. Are pipelines bound by the provisions of the com- 
modities clause to refuse to transport commodities of its owner? 

Mr. CrarKe. No, sir, they are not. A number of times Congress 
has considered amending the commodities clause to include pipelines, 
but they have never seen fit to do it. 

Mr. Harkins. Do oil pipelines have to require cash for carriage 
or else comply with the regulations of the Commission for extension 
of credit for transportation charges ? 

Mr. Ciarke. No, sir. 

Mr. Harkins. Can the ICC require a pipeline to extend its lines? 

Mr. Crarke. No. 

Mr. Hargins. Can it require pipelines to prow adequate service ? 

Mr. Ciarke. Yes, under section I of the act, as a common carrier, 
it must render service upon a reasonable request, but that does not 
mean that it has to go out to the shipper’s point of production, but 
when the shipper brings the product to it as a common carrier, it 
must render the service. 

Mr. Harxrns. Has the Commission ever issued such an order to an 
oil pipeline? 

Mr. Cuarke. We have never had occasion to. 

The CuarrmMaNn. What is the answer ? 

Mr. Cuarke. We have never had occasion to. 

Mr. Kearine. That is, you have never had complaints that they 
were refusing to carry the independent oil ? 

Mr. Cuarke. That is correct, yes. 

The only complaint of which I am aware is an informal one by 
letter a few years ago when someone felt that a common carrier pipe- 
line should extend its facilities out to the complainant’s wells, which 
were some 80 miles away. 

Of course, that would not be a reasonable request. Nothing was 
done on that. 

Mr. Harkins. Are the pene required to comply with the Acci- 
dents Report Act and the Carriers Taxing Act? 

Mr. CriarKr. No, sir. 

The CHarrMan. Have you ever, or members of the Commission, 
at any time asked Congress to give you authority over these matters 
over which you now have no authori ity, as has been adduced here 
this morning ? 

Mr. Cuarke. I would have to look into that, Mr. Chairman, and 
advise the committee later. Not within the time that I have been 
on the Commission, 414 years, but I will be glad to check to see if 
previous recommendations were made on any of these matters. 

Mr. Harkins. Are the special proce edures for reorganization or 
readjustment of debts prov ided in section 77 of the Bankruptey Act 
applicable to oil pipelines? 

Mr. CuarKe. No, sir. 

Mr. Harkins. Would you agree that Congress has left the oil 
carrier pipelines of the country on a basis of self-regulation as to 
many details of their operation to a very much greater extent than 
it has to other forms of transportation agencies ? 
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Mr. Crarxe. I would not put it quite that way. Other forms of 
transportation have been subjected to Government regulation in more 
fields of activity. 

Mr. Harkins. The basis for that question was a statement, a 
speech made by Commissioner Clyde B. Aitchison, November 9, 1948, 
before a meeting of the American Petroleum Institute. He stated this: 


Congress has thus left the oil-carrying pipelines of the country on a basis 
of self-regulation or industry regulation as to many details of their business 
operation to a very much greater extent than it has the other forms of transport 
agencies. 


Do you disagree with that statement ? 

Mr. Crarke. No, sir, I would not disagree with a statement by 
ex-Commissioner Aitchison concerning pipelines, because he was a 
national authority on that subject. 

Mr. Harkins. Mr. Chairman, I offer for the record this speech by 
Mr. Aitchison. 

The Chairman. It will be accepted. 

(The speech referred to is as follows :) 


ADDRESS BEFORE ANNUAL MEETING OF THE AMERICAN PETROLEUM INSTITUTE, DIVI- 
SION OF TRANSPORTATION, BY CLYDE B. AITCHISON, MEMBER, INTERSTATE COM- 
MERCE COM MISSION, CHICAGO, ILL., NOVEMBER 9, 1948 


I have many friends in the petroleum industry, especially among those inter- 
ested in transportation. We have learned to know each other in the stress and 
heat of rate cases such as those that have lately been coming in series, and also in 
less spectacular rate or valuation proceedings that are of much importance 
to the parties, and are difficult of resolution because obscure or borderline 
principles of law or of economics are to be identified and clarified, and then 
applied. 

Avoiding the controversy involved in rate cases now pending before the 
Interstate Commerce Commission, which greatly concern us all, I submit some 
observations concerning the pipelines within our jurisdiction. They will be 
referred to simply as pipelines, and that they conduct petroleum, crude, or its 
products, is to be understood. 

We all know the vital part that the production, transportation, and distribu- 
tion of petroleum play in the economy of the Nation and in its defense. The 
strongest statement that could be made could not be an exaggeration. Moreover, 
these same factors directly and deeply affect, and sometimes control, the destinies 
of the nations and peoples of the world. The cold and tepid wars now going 
on concern the control or possession of oilfields or means for the transport of 
petroleum. Of course, there are other causative motives. 

In the recent emergency, our petroleum industry, including pipelines, met 
demands that taxed their efficiency and endurance, patriotically and with marked 
results in keeping the national economy going while contributing to the winning 
of the war. The principal means of transportation of crude petroleum is the 
pipeline system which brings the crude oil from the wells to the refineries. 
The inherent possibilities of maximum use of these facilities were not fully 
realized before the recent war made such great demands upon the petroleum 
industry. The industry can take just pride in the contemporaneous recog- 
nition of its contribution on behalf of humanity in general. 

One incident that may not be known illustrates the importance of our pipe- 
line network, and the concern of the Government as to its vulnerability to 
sabotage. Acting on a request from a high source, the Commission during the 
whole war period kept under lock and key all the maps and data relating to 
the oil-carrying pipelines, that had been submitted to it in the valuation pro- 
ceedings under the Interstate Commerce Act. 

Rail tank cars also play an important part in the transportation of crude oil. 
The ability of the railroads to rise to an emergency was demonstrated during 
the war when the operation of submarines interrupted transportation by tank 
steamers from the gulf coast ports to the eastern seaboard. Prior to placing into 
operation of the pipeline known as the Big Inch, the railroads were using in 
constant trainload shuttle movements from the midcontinent oilfields to the 
eastern seaboard refineries, upward of 50,000 tank cars. 
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The coastal and intercoastal tankers and the barges on the inland waters did 
valiant service, but the tankers in ocean service were, as we all know, either 
commandeered for service elsewhere or were driven from domestic service by 
the efficiency of enemy submarines. They, with the other craft mentioned, have 
again become real contributors to the low-cost movement of petroleum and its 
products. Nor should we omit to give due recognition to the motor fleets, both 
common and contract carriers, and those privately owned. Their service is 
primarily one to be coordinated with that of the mass bulk carriers, as distrib- 
uting agents. However, in the time available, we deal chiefly with pipelines. 

Everyone, from childhood on, is familiar with and interested in the visible 
agents of land transportation. Children play trains, youths steal their fathers’ 
automobiles and learn to drive them, youngsters make model airplanes and then 
fly real ones, and the river steamer and ocean liner are ever of interest—interest 
that has an element of the possessory in it. But how few of us know much 
about the pipelines that transport petroleum and natural gas! Even the un- 
graceful black coastwise or river tanker is better known than the subsurface 
oil carrier. 

The pipeline differs from all other types of carriers of goods. It is a modest 
thing that burrows in the ground, and what it does for us is taken for granted 
without much curiosity as to what the pipeline is like or how it works. Tell 
the common man that the pipeline may be worked with outward pressures of 
more than a ton per square inch, and he will register surprise, perhaps in- 
credulity. The pipeline has done nothing like transforming a freight train ca- 
boose cupola into a de luxe passenger coach’s vista dome; if any at all, its 
expenditures for advertising are small; and the industry has not found it nec- 
essary to employ movie stars and encyclopaedia experts to sell its service. 
This may make it an unprogressive business. And even more unorthodox has 
been its record during these days of sharply rising costs, in that it has not ap- 
plied for authority to make a general increase in its rates, but rather has re- 
duced them. The industry may need—probably does need—better publicity so 
that there may be a better understanding generally as to the characteristics of 
the business and its techniques. The lines have a capacity for growth in plant 
that is surprising, and more flexibility in use changing direction of flow, from 
oil to gas, and for interweaving its lines and products—than had commonly 
been thought possible before the late war showed what could be accomplished. 
While other forms of common carriers have been decreasing their plants or con- 
tracting their services, the pipelines have increased in length and in individual 
capacity. With a high grade of technical skill in the service, we may well 
doubt if merely oil or gas mark the end of the catalogue of what may be 
transported. 

It is an attractive subject for speculation whether the increasing use of fuel 
oil, and the contemporaneous demand for low cost movement, may not lead the 
railroads to interest themselves in pipeline operations, to the extent they can 
do so lawfully. 

There are peculiar relations between the producers and refiners of petroleum, 
the pipelines, and the other means of distribution of the products. A common 
interest or even common ownership and management may exist. The practi- 
cal necessity for much of this interlacing has been recognized in many economic 
studies and governmental investigations but rather doubtfully, perhaps even 
grudgingly recognized. A good deal of prejudice has been carried over con- 
sciously or unconsciously from the days when the practices of the petroleum 
industry smelled. 

Even if this mutuality of interest is to continue, as a matter of commercial 
necessity in a somewhat peculiar industry, it is apparent that others than those 
who are within the circle that may own and operate a pipeline, even competitors 
of the owning interests, may have a need to use the services of that pipeline, and 
that it may be in the public interest that such others should be admitted to use 
the line on fair terms. But, as human nature is what it is, clashes in interests are 
all but inevitable, and then regulation by an impartial Government agency carry- 
ing out the policies and rules of the legislature may be necessary. 

Congress has used this power slowly and often hesitatingly. In general, it has 
applied regulatory remedies to the various branches of the transportation indus- 
try by individual groups, and only as necessary to meet current widespread abuses 
that have become intolerable. These have not been the same at one time in 
respect of all forms of transportation agencies; hence regulation has not been 
and is not uniform in all its details. Regulation could not be uniform and be 
wise, except by sheer chance, or except as there might break out an epidemic 
of the same transportation abuses. 
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For these reasons, the oil-carrying pipelines have not been subjected to many 
of the regulatory provisions that in a long series of years have been made for 
the railroads, for example. But the broad substantive provisions that govern 
other carriers have been applied to the pipelines, as will appear later on. 

An illustration will develop the statement, brought to notice by accident 
within the last 2 weeks. A financial journal told of the construction of a pipe- 
line system to transport crude oil in interstate commerce, in concert of action by 
four well-known pipeline companies or owners of pipelines. The system would 
be considered huge, according to the standards of only a few years ago. By any 
standards, the construction of a railway line, or a consolidation of motor-carrier 
services, comparable as to length of line, would have attracted wide notice and 
much interest—possibly even controversy. The Federal regulatory act has im- 
posed no formalities that have to be met by the constructors until tariffs of 
charges should be filed with the Commission. I understand that, if the new line 
was for the transportation of natural gas, a wholly different statement would 
have to be made. But no Federal certificate of convenience and necessity is 
required before beginning construction or operation; there is no grandfather 
clause or any clause named after any other relative that has anything to do with 
the inception of the enterprise; the Commission does not pass on the securities 
issued or assumption of liabilities, or interlocking directorates or positions as 
officers ; the plants when constructed are not within the special provisions as to 
consolidation, common control, or merger applicable to the rails and motor car- 
riers; the safety statutes prescribed for many carriers do not apply to the con- 
struction or facilities or operating practices of these lines, nor do the statutes 
and regulations relating to the surface carriage of inflammables. When the line is 
in operation, the emergency service order of the Commission will not run against 
the pipeline; it is not bound by the commodities clause to refuse to transport 
commodities of its owner; it does not have to- require cash on the barrelhead 
for carriage or else comply with the regulations of the Commission as to exten- 
sion of credit for transportation charges; the Commission may not require it to 
extend its line, or to provide itself with facilities to afford adequate service, 
except possibly as an incident to an order to cease and desist from an unjust 
preference or undue prejudice; it is not required to comply with the Accident 
Reports Act, the Carriers’ Taxing Acts, and, if misfortune overtakes it, the 
special procedures for reorganization or readjustment of debt, section 77 of the 
Bankruptcy Act and the Mehaffie Act, do not apply. 

On the other hand, the pipeline is bound by the substantive provisions of the 
Interstate Commerce Act: all its rates must be just and reasonable, and those 
that are not are unlawful; its classifications of freight and practices shall be 
reasonable and just; personal unjust discriminations are forbidden, as well as 
undue or unreasonable preferences or advantages; it is required to provide all 
reasonable facilities for interchange of traffic, without discrimination; it is 
to comply with the long-and-short-haul and aggregate-of-intermediates provis- 
ions of section 4 of the Interstate Commerce Act; and must avoid pooling of 
traffic or revenues, except upon the Commission’s approval of an application 
therefor. While the initative in ratemaking is left with the carrier, the pipe- 
line carrier must make periodical and special reports of its operation and 
financial and traffic statistics required by law or by the Commission. 

The procedural provisions of the Interstate Commerce Act generally apply to 
such pipelines. They declare the duty on the part of the carrier to publish and 
file schedules of its rates, to change them only in the manner the law permits; 
not to engage in transportation without the filing of schedules, and to collect 
tariff charges. The Elkins Act of 1903, designed to supplement the provisions 
of the Interstate Commerce Act, applies to the pipelines, as those which were 
affected by the consent decree well know. The pipelines, likewise, are liable for 
damages arising from violations of the Interstate Commerce Act, enforcible 
through reparation actions; and generally they are subject to penalties for 
violations of provisions applicable to them, the same as common carriers by 
railroad. The general provisions as to complaints and formal investigations and 
the suspension for investigation of new rates are applicable to challenges of the 
rates and practices of the pipelines, as they are to other carriers. The Bul- 
winkle-Reed bill applies to the pipelines acting together in making certain 
classes of agreements. Significantly, Congress in this latest expression has put 
the carriers by pipeline in a separate class. 

Congress has thus left the oil-carrying pipelines of the country on a basis 
of self-regulation or industry regulation as to many details of their business 
operation to a very much greater extent than it has the other forms of trans- 
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port agencies. This must have been deliberate, since there were many con- 
gressional investigations that threw into sharp relief the operations of the oil 
companies. There have coincided two factors that have influenced the shaping 
of the law: the peculiar economic relations that inhere in the petroleum indus- 
try, particularly as to the pipelines as necessarily closely connected adjuncts of 
the functions of production and refining the crude oil; and secondly, the com- 
parative (but not entire) freedom from complaint as to the charges or opera- 
tional methods of the pipelines. 

Now, granted that the industry has done a good job, and during the war an 
excellent and patriotic service, and granted that need for more exacting pro- 
visions of law has not been apparent, it does not follow that this condition of 
relative freedom for individual initiative can or should continue indefinitely. 
On the contrary, the probabilities for stricter legislation are necessarily greater 
than they are for stricter regulation of the agencies now more tightly controlled. 

One of the ominous portents of a continually rising level of costs for public 
service, the result of spirally increasing wage and materials costs, is that the 
price of transportation by private agencies will be forced so high that the tra- 
ditional American system of far-flung business will have to be supplanted by 
a system of production and distribution based on short hauls, the use of sub- 
stitutes, and general abstinence from use of transportation wherever possible. 
That the pipelines have not been forced to this form of panacea is an outstanding 
exception in a general situation. This favorable condition of relative immunity 
from fantastic price increases cannot continue indefinitely. Then, if detriment 
to the public interest and national economy result, further regulation to fit 
the case will follow. 

Again, there is no guaranty that conditions of extreme gravity threatening 
the national safety may not come upon us, perhaps suddenly, in more vicious 
form than ever before. Should this occur, because the national demand for 
petroleum will be more urgent than ever before, the public interest and needs 
of national (or even world) defense will require direction how it should be 
produced, refined, transported, and utilized in coordination with the whole 
defense effort. And what I mean is a complete coordination of all of the different 
types of transportation facilities, to insure a complete transportation system, 
willing and capable of making these vital products available throughout the 
Nation, as, when, and where needed. We need not now explore how this might 
be done. One way would be the taking over of the lines and their operation by 
the Government under the war power, under the same 1916 act that has been 
used in both world wars. 

But there is a more ominous portent in that the United States is the last 
great country to adhere to the system of private ownership and operation of the 
means of transport. If Government ownership ever comes here, it will be 
because the private carriers are unable to give the kind of service demanded in 
the public interest without imposing rates that cannot be borne by industry 
and by the people. Or, it may be because some tremendous emergency has forced 
taking over of the carriers (or some types of them), for the reason that indi- 
vidually or in concert they cannot or will not give a service completely inte- 
grated so as to meet the needs of the emergency. There are, and have been, 
many who would like to see this occur because of the end result—-nationalization 
of the carriers. I am not one of them. 

To avoid both dilemmas will be a tremendous difficulty, but if we are to 
continue our way of life, every effort must be put forth to find a solution, and 
then apply it. For the pipeline industry I have a short-run program to recom- 
mend. The functions of the office of a common carrier should not be sought 
to be avoided by any of the owners of these lines. It is too much of a strain on 
human good intentions to expect that the owner of a line, chiefly interested in 
his own shipments, will to his own disadvantage deal with a rival who wishes 
to use his common-carrier line. If the lines are not to be divorced, there must 
be regulation sufficient to see that they conform to every standard of fair deal- 
ing prescribed by Congress. More dollars and cents considerations as to the 
lessening of income taxes should not interfere with the faithful carrying out of 
the trusteeship assumed by a common carrier, especially when the commodity 
involved is one so necessary in the public interest. There must be the utmost 
possible flexibility and coordination in construction, and in operation, that is 
possible under the law, so that in event of emergency the lines will at once 
become a cooperative, integrated part of a nationwide transportation system. 

More consideration must be given to the conservation of materials and capital, 
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by avoidance of unnecessary expenditures for new construction, merely for com- 
petitive reasons, when reasonable cooperation with other agencies of commerce 
would serve the same end. Use of the threat of construction as a means of 
coercion of rate concessions from other carriers is, of course, wholly indefensible. 
Liberality toward patrons of the pipelines rather than policies of preserving the 
monetary or strategic interests of the owners of the properties, should be the rule. 

These are all policies that are within the control of the industry, and need 
no legislation or consent of a regulatory body. I submit that if put into effect, 
they will better the position of the industry in the public mind. Should the 
industry fail, in the face of the certain far greater demands that will be made 
upon it, it would be a bold man who would predict what would be done with 
such an agency, incapable of performing functions that are necessary to the 
continuance of the Nation. No transportation industry is better staffed with 
technicians able to meet the increasingly complex problems of changing times; 
what is wanted is an awareness of the need for a harmonious development and 
operation of a system of transport adequate for peace or war, integrated with 
other agencies working to the same end. It should not be necessary to resort 
to government ownership to secure this. 

The CuatrmMan. This is rather educational for me, Commissioner. 
I never realized this industry is in a position where it can almost 
carte blanche do what it wishes. 

Mr. Crarxe. Our regulation is in effect limited to the question of 
rates. 

Mr. Harkins. The ICC has conducted relatively few cases with 
respect to pipeline rates, is that not so? 

Mr. Ciarke. About half a dozen. 

The CuatrmMan. In how many years? 

Mr. Crarke. About 6 in approximately 35 years. 

Mr. Harkins. Would your office submit for the record a brief 
statement summarizing the holdings of those cases? 

Mr. Crarke. I will be glad to. 

(The statement submitted : appears on p. 527.) 

Mr. Harxgtns. Are you familiar with the second report of the At- 
torney General ‘issued September 1, 1957, with respect to the opera- 
tions of the interstate oil compact ? 

Mr. Crarke. No, sir. 

Mr. Harkrns. On page 100 of this report, the Attorney General 
states with respect to State and Federal regulatory laws concern- 
ing oil pipelines: 

The tenor of these laws enables the pipelines to establish their own operating 
practices and rates free of governmental direction. 

Would you agree that this statement accurately reflects the degree 
of freedom the pipelines have from the effects of regulation and con- 
trol by the Government ? 

Mr. Cuarke. There is some regulation as to rates. As to opera- 
tions, there is no Government regulation. 

Mr. Harkins. Would you comment on this statement ? 

The CuatrmMan. That is the 1957 statement ? 

Mr. Harkins. Yes, sir. 

Mr. Crarke. I will say this in response to your question. While 
there is only a limited amount of regulation, there is some. 

Now, on the question of operating practices, the Commission has 
compelled the pipeline companies to reduce the minimum tender re- 
quirements from 100,000 barrels to 10,000 barrels. 

Now, that is an operating practice over which the Commission has 
exercised control. 
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Mr. Harkins. Has there been an examination, Mr. Clarke, of the 
minimum tender requirement to see if it actually accords with the 
necessities of the petroleum industry today ¢ 

Mr. Crarke. Not since 1948. 

Mr. Harkins. I believe the report of the Attorney General there 
comments on the problems presented to the oil industry by the fact 
that high minimum tenders are required. I cannot refer you to the 
page now. That is a problem I believe that is discussed in the At- 
torney General’s report, but there has been no reexamination by the 
ICC of this proble sm ¢ 

Mr. Cuarke. There has been no occasion to examine the question 
of minimum tenders. We have had no complaint. 

Mr. Harkins. Are you authorized to initiate an investigation 
under existing law on your own motion ? 

Mr. Ciarke. Yes. 

Mr. Harkrns. On these practices? 

Mr. Ciarke. Yes. 

Mr. Harkins. Has there been liaison with the Attorney General’s 
office in connection with the preparation of this report on the Inter- 
state Oil Compact ? 

Mr. CLarke. You mean this report ? 

Mr. Harkins. This report, yes. 

Mr. CrarKxe. Not to my knowledge. I never saw it before. Just a 
moment. May I ask Director Emken to answer that question ? 

Mr. Emxen. They have made some contacts with us to get certain 
information. 

Mr. Ciarke. Statistical data ? 

Mr. Emxen. Statistical data. 

Mr. Harkins. They have not brought to your attention any prob- 
lems that they saw on the question of minimum tenders now required 
of pipelines ¢ 

Mr. Ewen. No, sir 

Mr. Harkins. Mr, Clarke, with respect to valuation matters, has 
there been any significant change in relationship of the staff of the 
ICC to the committee of the API since September 30, 1940? 

Mr. Ciarke. No, sir. 

Mr. Harkins. Are you familiar with the allegations of the Depart- 
ment of Justice in the API case, that is the antitrust case against the 
American Petroleum Institute, that was instituted on September 30, 
1940, and dismissed in 1951? 

Mr. Ciarke. No, I am not. 

Mr. Harktns. In that case the Government alleged with respect to 
the Institute, paragraph 26, that the defendant oil companies utilized 
the API and its committees as instrumentalities for enforcing pro- 
grams designed “to deprive others of a fair opportunity to compete 
freely and unrestrictedly with the defendants and to enable the de- 
fendants to dominate, control, monopolize the petroleum industry in 
all its phases.” 

Have you ever been familiarized with these allegations? 

Mr. CrarKe. No. 

Mr. Harxrns. Also in paragraph 33 of the Government’s com- 
plaint—— 

Mr. Crarxe. This is in the 1940 complaint you are talking about? 
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Mr. Harkins. This is the 1940 complaint, the Government’s com- 
plaint against the API, the Department of Justice alleged that the 
defendant companies owning oil pipelines in concert with other de- 
fendants, (1) adopted and filed with the ICC tariffs, rules and regu- 
lations with respect to the transportation of crude oil and petroleum 
products which required shippers to make unreasonable tenders to 
the pipeline, and, (2) in concert maintained and charged noncom- 
petitive and oppressive rates for transportation, and (3) failed to 
provide to shippers the ordinary common carrier terminal facilities at 
both ends and along the pipelines. 

Have you every been familiarized with these allegations? 

Mr. Cxiarxe. I am not familiar with the allegations. However, it 
is since then that the Commission required a reduction in the mini- 
mum tenders, also a reduction in rates. 

Mr. Harkins. Have there been any proceedings in the Commission 
with respect to providing shippers’ ordinary common carrier terminal 
facilities at both ends and along the pipelines? 

Mr. Ciarke. You mean storage facilities ? 

Mr. Harxins. Yes, terminal facilities, facilities needed in the com- 
mon carriage of oil. 

Mr. Crarke. I imagine you mean warehouse and storage of oil. 

Mr. Harxrns. Storage, yes, sir. 

Mr. CuarKke. No; we have no jurisdiction over storage. 

Mr. Harxrns. You have no jurisdiction. 

Would you not agree that these allegations with respect to the ac- 
tivities of the API, specifically the pipeline activities of the API, 
are such that should have caused the ICC in 1940 to reexamine its rela- 
tionship to the API committees that had been developed as of that 
time ¢ 

Mr. Cuarke. I couldn’t speculate. 

Mr. Harkins. However, there was no such reexamination by the 
ICC of its relationship to the API committees in 1940, was there ? 

Mr. CrarKe. Not to my knowledge. 

The Cuarman, This is the same API Committee with which the 
ICC then and at the present time is working with for the establish- 
ment of the valuations. 

Mr. Crarke. Yes. 

Mr. Harkins. Over the years, since the institution of the API case 
and the promulgation of the consent judgment in the Atlantic Refining 
case, what liaison has been maintained with the Antitrust Division by 
the ICC with respect to oil pipeline matters? 

Mr. Cuarke. If you are talking about liaison, there hasn’t been any 
formal liaison. We send over our valuation reports every year. If 
they have any questions about them, they call us. If they want to 
check our records they come over and look at them. They are open 
and available to them. 

Mr. Harxins. But there are no formal procedures for the mutual 

‘exchange of views with respect to antitrust problems that are pre- 
sented by the API operations with respect to oil pipelines or the 
operations of oil pipelines themselves ? 

Mr. Crarke. Our doors are open any time they want to come see 
us about it. 

The Cuarrman. There is no meeting regular or irregular between 
the two agencies ? 
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Mr. Cuiarke. No, sir. 

Mr. Harxrns. What liaison arrangements are now in effect between 
the Antitrust Division and the ICC with respect to oil pipeline 
matters ? 

Mr. Crarke. None other than that I have just described. 

Mr. Harkins. Are you familiar with the industry advisory com- 
mittee criteria promulgated by the Department of Justice? 

Mr. Cuiarke. In a very general way. I haven’t looked at it lately. 

Mr. Harxrns. Are these procedures applicable to the advisory com- 
mittees used by the ICC with respect to the valuation of oil pipelines? 

Mr. Cxiarke. We don’t think so because of the wording of section 
19a (e). 

Ms Harkins. What is the specific wording you are referring to, sir? 

Mr. Ciarke. Without reading it all 
and every common carrier is hereby directed and required to cooperate and aid 
the Commission in the work of the valuation of its property. 

Mr. Harxtns. You say this language justifies the Commission in 
using committees of the API in the matter of 

Mr. Ciarke. That is our construction of the language, yes. 

Mr. Harkins. Different from the recommendations that have been 
made by the Antitrust Division ? 

Mr. Crarke. Yes, sir; that is our interpretation of it. 

Mr. Harrys. Does a representative of the ICC serve as chairman 
of all meetings of the API Engineers-Accountants Committee? 

Mr. Crarke. Representatives of ICC don’t serve as chairman of 
any of the meetings of the API committees. 

Mr. Harxtns. However, the API Committee is an advisory group 
that works with the ICC; is that not so? 

Mr. Cuarke. Yes, sir. 

The CuHamman. There is an Engineers-Accountants Committee, 
isn’t there, between the two entities ? 

Mr. Cuarke. They have a committee which meets with members 
of our staff. 

The CuHarrman. Oh, I see. 

Mr. Harrys. Now that the Department of Justice has instituted 
a comprehensive investigation by the FBI into the antitrust problems 
involved in pipeline control, do you not think that the ICC now 
should reexamine the relationship that has developed between com- 
mittees of the API and the ICC? 

Mr. Crarke. I don’t think it is necessary. 

The Cuatrman. Despite the allegations that have been made, don’t 
you think it would be worthwhile to reexamine this situation as to 
policy ? 

Mr. CrarKe. Maybe we should reexamine it, but nothing has been 
brought to our attention to indicate that we are not doing it in the 
most desirable and legal way. 

The Crarrman. It need not have been brought to our attention 
specifically, but you have knowledge of what is being done, and I 
would think that it might be well to look into this matter again and 
see whether or not there has been some stage of procedure or mistakes 
in procedure or whether the procedure could be bettered or something 
of that sort. 
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Mr. Cruarke. As I stated, Mr. Chairman, the procedure is one that 
was developed over many, many years, many years of experience with 
railroad valuation work. To the best of our knowledge it is working 
satisfactorily. However, if it is the desire of the subcommittee we 
will be glad to reexamine it. 

Mr. Harkins. Did the Department of Justice advise the ICC that 
it was about to undertake 

The CuarrMan. Will you let the committee know if there are any 
changes in your v iewpoint ? 

Mr. Cuarke. Yes, sir. 

Mr. Harkins. Mr. Clarke, did the Department of Justice advise 
the ICC that it was about to undertake or had undertaken a com- 
prehensive FBI investigation of oil pipeline operations? 

Mr. Crarxe. As Chairman of the Commission, I haven’t been so 
advised. 

Mr. Harkrns. Has any of your staff, any member of your staff 
been in contact with the Antitrust Division and had such advice? 

Mr. Emxen. Very informally we discussed some of their suits that 
have been filed. That is as much contact as we have had with them. 

Mr. Harx«tns. Those are the suits that have been filed to enforce 
the judement in the Atlantic Refining case. 

Mr. Emxen. Yes. 

Mr. Harkins. That is not with respect to the general FBI investi- 
gation Judge Hansen announced to the committee ? 

Mr. Enken. No. sir, we have had no contacts with them on that. 

Mr. Harkins. Do you think such contact or such liaison between the 
ICC and the Antitrust Division on this problem would be desirable ? 

Mr. Crarkr. Well, from their standpoint as the agency charged 
with the responsibility of enforcing the antitrust laws it might be 
desirable. From our standpoint with our jurisdiction limited to rate 
matters. it is of no material concern. 

Mr. Harkrns. It is true, is it not, Mr. Clarke, that there was a 
proposal at one time that the TCC accept money contributed by the oil 
companies for the purpose of hiring personnel in order to make pipe- 
line valuations? 

Mr. Crarke. Yes, sir, such a bill was drafted and T believe intro- 
duced by Senator Reed. 

Mr. Hargtns. This proposal was made in 1948, was it not ? 

Mr. Crarke. I don’t know the exact year: about then, yes, it was. 

Mr. Harx«rns. In the hearings on the Independent Offices Appro- 
priation Bill for 1950, Senator O’ Mahoney queried Mr. Mahaffie 
about this proposal—Commissioner Mahaffie. That was on Saturday, 
June 4, 1949, Commissioner Mahaffie was then Chairman of the ICC. 

Mr. Crarke. Yes, sir. 

Mr. Harkins. Senator O'Mahoney, on page 1140 of the hearings, 
stated: 


\ 





Was there not a proposal that the company should contribute funds to do the 
work and there was debate over that? It finally resulted, I think, in a decision 
that a contribution should not be made. 

Mr. Manmarrte. That is correct. 


Was there a proposal made to the TCC by the oil industry at that 
time with respect to this matter ? 

Mr. CrarKr. Not tomv knowledge. 

Mr. Harxtns. Do you know— 
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Mr. Cuarxe. I might say it is my understanding that nothing came 
of this proposal to have the pipeline companies finance the valuation 
work by turning money over to the Commission for the work because 
it was felt that the statute was broad enough to compel them to do the 
work anyway—assist in doing the work, I should modify it. 

Mr. Harkins. Mr. Clarke, did the ICC investigate by asking for an 
opinion of the Attorney General or from the Comptroller General 
with respect to this proposal that the companies contribute funds for 
the purpose of pipeline valuations ¢ 

Mr. Criarke. In searching our records we can find no request or 
opinion from anyone. However, reading further from the transcript 
of the testimony before the Appropriations Committee, you will notice 
there is some comment about the unfavorable experience the Depart- 
ment of Agriculture had in having private industry finance some of 
their activities, and I think that also had some bearing on the decision 
Congress made. 

Mr. Harkins. Another reference to this proposal is found in a 
letter addressed to Chairman Mahaffie from Senator Reed, dated 
February 18, 1948. Do you have a copy of that letter / 

Mr. Crarke. I believe so. Just a moment, please, I have not 
found it yet, but go ahead. Apparently we don’t have it with us. 

Mr. Harkins. In his letter Senator Reed stated: 

Recently, representatives of some of the petroleum pipeline companies called 
upon me to discuss bringing the valuation of their pipelines down to date. 
They explained this was highly desirable to them because the legality of the 
payment of dividends based upon the valuation was an important issue. They 
were parties to the consent decree of December 23, 1941. In the course of the 
conversation they stated that if it were possible for them to do so, they would 
meet the expense of bringing these pipeline valuations down to date, at least 
to a later date than is now the case. As I recall the remarks by the petroleum 
company officials, they said “we would be glad to pay twice what it would cost 
to do this job.” 

I have already asked you the question of whether you requested 
an opinion from the Department of Justice or the Comptroller Gen- 
eral with respect to this. In his response dated February 24, 1948, 
Chairman Mahaffie stated : 

Under the above section, however, the Commission is not only required to 
value the pipelines, but also the property of other carriers subject to part I 
of the Interstate Commerce Act which, of course, includes the railroads. It 
would seem to follow that if the pipelines are required to bear that expense 
other carriers subject to part I of the act should likewise bear the cost of bring- 
ing the inventories of their respective properties down to date, and that this 
should be done by an amendment to section 19a rather than by having a 
provision to accomplish that purpose inserted in the appropriation act. 

Mr. Ciarke. I would agree. 

Mr. Harkins. My question with respect to that is this: Do you 
thinks it would be discriminatory under the act if pipelines were re- 
quired to bear the cost of bringing their valuations down to date and 
the Government at the same time continued to bear the cost of valu- 
ing other carriers’ properties 

The CuarMan. That answer is obvious. 

Mr. Ciarke. It would be discriminatory. 

_ Mr. Harkins. In his letter Commissioner Mahaflie also stated that 
if valuation work for oil pipelines is to be done a sufficient appropria- 
tion should be made for that purpose and then he added: 

I have not, in the foregoing, discussed the question of policy involved in having 
the industry meet part of the cost of its own regulation. 
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With respect to this policy question do you believe an industry 
should meet part of the cost of its own regulation ? 

Mr. Crarke. As a policy matter I would say “No, they should not.” 

Mr. Harxrns. Mr. Chairman, I offer these two letters for the record. 

The Cuarmman,. They will be accepted. 

(The letters referred to are as follows :) 


UNITED STATES SENATE, 
COMMITTEE ON APPROPRIATIONS, 
February 18, 1948. 
Hon. CHARLES D. MAHAFFIE, 
Interstate Commerce Commission, 
Washington, D.C. 


DEAR COMMISSIONER MAHAFFIE: Recently, representatives of some of the petro- 
leum pipeline companies called upon me to discuss bringing the valuation of 
their pipelines down to date. They explained this was highly desirable to them 
because the legality of payment of dividends based upon the valuation was an 
important issue. They were parties to the consent decree of December 23, 
1941. In the course of the conversation they stated that if it were possible for 
them to do so, they would meet the expense of bringing these pipeline valua- 
tions down to date—at least to a later date than is now the case. As I recall 
the remarks by the petroleum company officials, they said ‘“‘we would be glad 
to pay twice what it would cost to do this job.” 

In the course of our telephone conversation this morning I mentioned this 
fact and you thought it might be possible to frame some sort of a provision for 
the independent offices appropriation bill that would let these parties of interest 
pay the costs. If you can frame such an amendment and will send it to me, I 
will submit it to my committee. 

I have received your letter of February 18 with the accompanying memo- 
randum from the Bureau of Valuation. 

With my best wishes, I am 

Cordially yours, 
CLYDE M. REEp. 


FEBRUARY 24, 1948. 
Hon. CiypE M. Reep, 
Chairman, Subcommittee on Independent Offices Appropriation Bill, 
United States Senate, Washington, D. C. 

Dear SENATOR REED: In your letter of the 18th you suggested that I attempt 
to frame a provision for incorporation in the independent offices appropriation 
bill which would permit petroleum pipeline companies to pay the cost of bringing 
the valuation of their pipelines down to date. 

I have given this matter considerable thought and have also discussed it with 
some of our people here who are more familiar with matters of this type than I. 

The nearest approach to providing in an appropriation bill for the payment 
to the Government for services performed that I have been able to locate is in 
the Department of Agriculture Appropriation Act, 1948 (Public Law 266, 80th 
Cong.), copy of which I attach for your convenient reference. On page 10 
provision is made under “Meat Inspection” for payment to the United States 
in accordance with regulations prescribed by the Secretary of Agriculture and 
at rates and fees to be fixed by him which shali be paid by every person, firm, 
public agency, or other organization furnished inspection or service under said 
laws. A working capital fund of $5 million without fiscal limitation to be 
known as the “meat inspection fund” is appropriated to defray the expenses of 
such inspection or service with the further proviso that the payments received 
for such service are to be deposited in this fund. 

I also find that title 15, United States Code, section 180 (a), authorizes the 
Department of Commerce, in the discretion of the Secretary of Commerce, upon 
the written request of any person, firm, or corporation, to make statistical 
studies relating to foreign trade, domestic trade, and other economic matters 
falling within the province of the Department of Commerce; to prepare from 
its records special statistical compilations, and to furnish transcripts of its 
studies, tables, and other records upon the payment of the actual cost of such 
work by the person, firm, or corporation requesting it. Section 192 of the same 
title provides that all money received by the Department of Commerce in pay- 
ment of the cost of work under section 189 (a) of this title shall be deposited 
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in a special account to be administered under the direction of the Secretary of 
Commerce. These moneys may be used, in the discretion of the Secretary of 
Commerce, and notwithstanding any other provision of law, for the ordinary 
expenses incidental to the work and/or to secure in connection therewith the 
special services of persons who are neither officers nor employees of the United 
States. 

Under section 189 (a) cross-reference is made to rules and regulations for 
the enforcement of this section under section 601 (d) of Title 5—Executive 
Departments and Government Officers and Empioyees. 

There has also just been reported out by the House Committee on Interstate 
and Foreign Commerce H. R. 4112 which authorizes the Secretary of Com- 
merce to receive from States and political subdivisions thereof such funds as 
may be contributed by them to be expended in connection with funds appropri- 
ated by the United States for the preparation, issue, and dissemination of 
weather reports, forecasts, and warnings, and of river and flood reports and 
warnings, etc., whenever such work and expenditures may be considered by the 
Secretary of Commerce, on recommendation of the Chief of the Weather Bu- 
reau, as advantageous to the public interest. A copy of H. R. 4112 and report 
of the committee is attached for your information. The last laws referred to 
seem to have for their purpose the payment to the Government for perform- 
ing services for others which is not the normal function of these agencies. 

Under section 19a (f) of the Interstate Commerce Act, it is provided that— 

“Upon completion of the original valuations herein provided for, the Commis- 
sion shall thereafter keep itself informed of all new construction, extensions, 
improvements, retirements, or other changes in the condition, quantity, use, and 
Classification of the property of ali common carriers as to which original valua- 
tions have been made, and of the cost of all additions and betterments thereto 
and of all changes in the investment therein, and may keep itself informed 
of current changes in costs and values of railroad properties, in order that it 
may have available at all times the information deemed by it to be necessary 
to enable it to revise and correct its previous inventories, classifications, and 
values of the properties; and when deemed necessary, May revise, correct, and 
supplement any of its inventories and valuations.” 

It will be observed that under this section the Commission is required to 
perform certain duties. Because of lack of appropriation we have not been 
able to perform all the duties required, and the question you suggest is whether 
a provision should be inserted in the appropriation act permitting or requiring 
the pipeline companies to pay to the Commission the cost of performing the 
work to bring the valuation of their pipelines down to date. 

Under the above section, however, the Commission is not only required to 
value the pipelines, but also the property of other carriers subject to part I 
of the Interstate Commerce Act which, of course, includes the railroads. It 
would seem to follow that if the pipelines are required to bear that expense 
other carriers subject to part I of the act should likewise bear the cost of 
bringing the inventories of their respective properties down to date, and that 
this should be done by an amendment to section 19a rather than by having 
a provision to accomplish that purpose inserted in the appropriation act. 

The amount necessary on an annual basis to bring the inventories of pipe- 
lines down to date is obviously so small ($60,000 per year as estimated by our 
people) as to make it impracticable and expensive to set up the necessary book- 
keeping and other arrangements to carry it out. I therefore doubt the ad- 
visability of attempting to have the pipeline companies defray the expenses 
incident to it. Rather it would seem that if the Congress agrees that this 
Valuation work ought to be done, a sufficient appropriation should be made for 
that purpose. 

I have not, in the foregoing, discussed the question of policy involved in 
having an industry meet part of the cost of its own regulation. 

Yours very truly, 
CHARLES D. MAHAFFIE, Commissioner. 


Mr. Harkins, It is true, is it not, that although the ICC does not 
accept funds from the pipelines, in order to hire personnel to value 
the carriers’ properties, the ICC does accept from the pipeline com- 
panies loans of personnel for this purpose. 

Mr. Ciarke. We direct pipeline companies to cooperate and aid 
the Commission in its valuation work, and in carrying out that pro- 
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vision of the act they do make certain personnel available from time 
to time to assist in this work. 

Mr. Harkins. In other words, the answer is that the ICC does 
accept loans of personnel from carriers to assist in valuation work. 

Mr. Criarke. I wouldn’t say that they are loans of personnel. It 
is assistance they are required to render. 

The CHatrman. You avail yourself of the personnel when it is | 
essential to carry out the purposes, your purposes under the act. 

Mr. CLARKE. Yes, sir. 

Mr, Harxtns. Chairman Clarke, Congress has indicated in its ap- 
propriations reports that valuation work for oil pipelines be cur- 
tailed, has it not? There have been in the past indications of this 
interest ? 

Mr. Crarke. It has been indicated by the reduction in appropria- 
tion. 

Mr. Harxrns. Mr. Chairman, I would like to read—— 

The Cuamman. That is the best kind of indication. 

Mr. Harkins. From a report of the independent offices appropria- 
tions bill for 1952 dated April 27, 1951. On page 17, discussing the 
Interstate Commerce Commission’s request for appropriations: 





During the hearings on the bill, the committee was advised that reductions in 
the Bureau of Valuation could be made with less public harm than in any other 
activity. The committee has therefore recommended a reduction in this ac- 
tivity and in 2 or 3 other branches of the service, and has recommended increases 
in 2 instances where it believes additional funds can be advantageously utilized. 
There follows a table which sets forth a comparison of the appro- 
priations. On August 14, 1951, report No. 869 of the House of Rep- 
resentatives on the Independent Offices Appropriation Bill of 1952, on 
page 10 with respect to the Interstate Commerce Commission the con- 
ference report states: 
No part of the increases for the valuation of pipelines or railroads. 


Similarly in report No. 753 of the independent offices appropriation 
bill for 1952 issued July 24, 1951, in a conference report on the inde- 
pendent offices appropriation bill, the report states on page 9: 

No part of the increase is for the valuation of pipelines or railroads. 

So as well as Congress authorizing appropriations for valuations 
in the past Congress has also indicated that valuation work should 
be curtailed. 

I offer these reports for the record. 

The Cuatrman. They will be accepted. 

(The documents referred to are as follows:) 


[H. Rept. No. 384, 82d Cong., 1st sess. ] 
INDEPENDENT OFFICES APPROPRIATION BILL, 1952 


The Committee on Appropriations submits the following report in explanation 
of the accompanying bill making appropriations for the Executive Office and 
sundry independent executive bureaus, boards, commissions, corporations, 
agencies, and offices for the fiscal year ending June 30, 1952, and for other 
purposes. 

SCOPE OF THE BILL 


sundry independent offices estimated for in the independent offices chapter of 


| 
; 
| 
The bill provides appropriations for the Executive Office of the President and | 
the 1952 budget, pages 46 to 178, inclusive, the General Services Administration, 


| 
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pages 240 to 266 of the 1952 budget, the Housing and Home Finance Agency, 
pages 268 to 343, estimates for maritime activities, Department of Commerce, 
pages 511 to 517 of the budget, and estimates for the Inland Waterways Corpo- 
ration of the Department of Commerce, pages 533 to 538 of the budget. The 
committee also considered supplemental estimates contained in House Documents 
49 and 66. 

APPROPRIATIONS AND ESTIMATES 


A tabulation appears at the end of this report giving a comparative statement 
of appropriations for 1951 (as reduced by See. 1214), with budget estimates and 
amounts recommended in the bill for 1952. 

A summary of the totals in the tabulation is as follows: 


Comparative statement of appropriations for 1951 (as reduced by sec. 1214), with 
budget estimates and amounts recommended in bill for 1952 


Bill compared with— 


Appropriations} Budget esti- | Amount rec- Sivsacdicelebeshatebecentinth. mata 
Title 1951 (as reduced| mates, 1952 | ommended in 
by sec. 1214) | bill for 1952 | 195lappro- | 1952 esti- 
priation | mates 


Titles I and III, Execu- | | 
tive Office and inde- | } | | 


6, 171, 777, 440 | —5, 760, 942, 892 


pendent establishments. }$11, 817, 311, 702 |$6, 661, 667, 465 |$6, 014, 218, 540 |~$5, 803, 093, 162 |—$647, 448, 925 
Title Il, Department of | | | | 
Commerce, maritime | | 
ORT iicbhd cnceek cate! 115, 408, 630 176, 010, 000 157, 558, 900 | +42, 150, 270 —18, 451, 100 
Total___- _...--| 11,932, 720, 332 | 6, 837, 677, 465 | | 665, 900, 025 





Other reductions: 
Rescission of contract authorization for public works advance planning -_- ----] — 13, 100, 000 
Rescission of uncommitted authorization to make loans, prefabricated housing — 10, 500, 000 
Estimated reduction in loans due to limit of 50,000 public housing units to be started in 

fiscal year 1952 : i a — 57, 300, 000 


Total savings recommended by the Committee 746, 800, 025 


| 


The committee is of the opinion that the foregoing figures speak for them- 
selves. Substantial reductions under the estimates have been recommended 
in practically every item, and it has been the goal of the committee to reduce 
estimates below the 1951 appropriations as well as the estimate itself wherever 
possible. 

The committee is pleased to report a reduction of $5,760,942,892 under 1951 
pe ac as shown in the above tabulation. This decrease is due in 
large part to the oro of a request for funds for strategic and critical 
materials for which $3,038,548,370 was appropriated for the fiscal year 1951. 
Reductions in funds ome for the atomic energy program and funds neces- 
sary to finance veterans’ benefit programs account in large part for the 
remainder of the decrease under 1951 appropriations. 


FEES AND CHARGES 


The Committee is concerned that the Government is not receiving full return 
from many of the services which it renders to special beneficiaries. Many fees 
for such services are specifically fixed by law, and in some cases, it is specifically 
provided that no fees shall be charged. In other cases, however, no fees are 
charged even though the charging of fees is not prohibited; and in still others 
fees are charged upon the basis of formulae prescribed in law, but the appli- 
cation of the formulae needs to be reexamined to bring the actual charges into 
line with present-day costs and other related considerations. 

It is understood that other committees of the Congress have interested 
themselves in this matter and that studies now are under way which may result 
in further legislation to require that adequate consideration be received for 
such services. However, such studies are necessarily time consuming and the 
required legislation may not be enacted for a considerable period. Accord- 
ingly, the Committee has inserted language in the bill (Title V, page 60) which 
would authorize and encourage the charging or increasing of fees to the extent 
permitted under present basic laws, but which would in no way conflict with 
studies now under way to effect changes in such basic laws. 
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It it estimated that in 1952 the Government will receive more than $300,- 
000,000 in fees from sources of the type here under consideration. It seems 
entirely possible that many of these fees could be raised, and that fees could 
be charged for other services of similar types in cases where no charges is 
now made, to the extent that the Government might realize upwards of 
$50,000,000 additional revenue. 

The bill would provide authority for Government agencies to make charges 
for these services in cases where no charge is made at present, and to revise 
charges where present charges are too low, except in cases where the charge 
is specifically fixed by law or the law specifically provides that no charge 
shall be made. It is not the Committee’s intention in including this pro- 
vision to disturb existing practices with respect to charges for postal services, 
sales of power, or the interest on loans by the Government. 

ca * * cg ak * * 


INTERSTATE COMMERCE COMMISSION 


The committee considered estimates totaling $11,542,000 for the Interstate 
Commerce Commission. It has included in the bill a total of $10,759,470 which 
is a reduction of $782,530 under the 1952 estimates and is $648,730 less than 
funds available during the current fiscal year. 

General expenses.—The bill contains $9,069,870 for salaries and expenses 
which is a reduction of $753,130 in the budget estimate and is $648,730 less 
than funds available for the fiscal year 1951. The committee has made reduc- 
tions totaling $1,040,820 in connection with several items and it has provided 
additional funds for two other activities, amounting to $287,690. During hear- 
ings on the bill the committee was advised that reductions in the Bureau of 
Valuation could be made with less public harm than in any other activity. The 
committee has, therefore, recommended a reduction in this activity and in two 
or three other branches of the service and has recommended increases in two 
instances where it believes additional funds can be advantageously utilized. A 
breakdown of the reductions and increases is set forth below as follows: 


Item: Reduction 
Proposed increase by Budget over funds available for 1951____._ $218, 190 
Bureaus of Transport Economics and Statistics, and Valuation__ 375, 380 
Bureau of Motor Carriers: Legal and Enforcement, Safety and 

Field Sections (proportionate reduction) ~~ ___-..__-____-___ i, 311, 330 
Ten automobiles________-_~-.- ae s sbnide eee nell 14, 000 


Travel, printing and reproduction, other contractual services, 
supplies and materials, and equipment (proportionate reduc- 








NN cto eae d te eh A Rs nk nace crt te eaeevis Riss dace ce owen dvdlid ee oden doje a Ble 121, 920 
Total reduction_________- hen mot 5 cctca inane the busts theksntit. Wy Oy aee 
Item: Inerease 
Miscellaneous essential activities of the Commission... _—_ ~~ 187, 690 
sureau of Motor Carriers: Section of Certificates... ___ 100, 000 
UG). SCTORNO 66a ncc mu dee ee eeede Scenics eciih  eeae 287, 690 

Te Te ae See de Sen sans S pdaniahea iad SB ttl ya 753, 130 


Railroad safety and locomotive inspection.—The committee has recommended 
$983,000 and $706,000 respectively for these two activities. The amounts rec- 
ommended will provide funds identical to those available for the current fiscal 
year. 


[H. Rept. No. 869, 82d Cong., Ist sess.] 


INDEPENDENT OFFICES APPROPRIATION BILi, 1952 


The committee of conference on the disagreeing votes of the two Houses on 
the amendments of the Senate to the bill (H. R. 3880) making appropriations for 
the Executive Office and sundry independent executive bureaus, boards, commis- 
sions, corporations, agencies, and offices, for the fiscal year ending June 30, 1952, 
and for other purposes, having met, after full and free conference, have agreed 
to recommend and do recommend to their respective Houses as follows: 





' 
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That the Senate recede from its amendments numbered 1, 2, 4, 11, 22, 27, 28, 
29, 33, 52, 55, 56, 59, 62, 65, 66, 67, 68, 71, 74, 76, 77, 84, 89, 92, 94, 95, 97, 100, 
107, 111, and 115. 

That the House recede from its disagreement to the amendments of the Senate 
numbered 5, 6, 7, 12, 14, 15, 19, 20, 23, 30, 31, 34, 36, 37, 38, 40, 41, 42, 43, 48, 49, 
50, 53, 54, 57, 63, 64, 69, 70, 78, 79, 80, 81, 82, 83, 90, 91, 98, 96, 99, 106, and 116, 
and agree to the same. 

* o* * * * * * 


INTERSTATE COMMERCE COMMISSION 


Amendments Nos. 50, 51, and 52—General expenses: Appropriate $8,784,935, 
instead of $8,569,870 as proposed by the House and $9,000,000 as proposed by the 
Senate; strike out the proposal of the Senate placing a limitation on funds avail- 
able for personal services; and authorize the purchase of 9 passenger motor 
vehicles as proposed by the Senate instead of 19 as proposed by the House. A 
substantial portion of the increase allowed by the conference committee over the 
House figure is provided for the Bureau of Motor Carriers for purposes other 
than safety work. No part of the increase is for the valuation of pipelines or 
railroads. It is the understanding of the conferees that an increase of $100,000 
recommended in the bill as reported to the House for the Section of Certificates 
of the Bureau of Motor Carriers shall be applied to use by the Section of Com- 
plaints of that Bureau. 

Amendment No. 53—Railroad safety: Inserts the provision of the Senate placing 
a limitation of $743,700 on funds available for personal services. 

Amendment No. 54—Locomotive inspection: Inserts the provision of the Senate 
placing a limitation of $540,000 on funds available for personal services. 








{H. Rept. No. 753, 82d Cong., 1st sess.] 
INDEPENDENT OFFICES APPROPRIATION BILL, 1952 


The committee of conference on the disagreeing votes of the two Houses on 
the amendments of the Senate to the bill (H. R. 3880) making appropriations 
for the Executive Office and sundry independent executive bureaus, boards, 
commissions, corporations, agencies, and offices, for the fiscal year ending June 
30, 1952, and for other purposes, having met, after full and free conference, 
have agreed to recommend and do recommend to their respective Houses as 
follows: 

That the Senate recede from its amendments numbered 1, 2, 4, 11, 22, 27, 28, 
29, 33, 52, 55, 56, 59, 62, 71, 74, 76, 77, 84, 8Y¥, 92, 94, 95, 97, 100, 107, 111, 115, 
and 116. 

That the House recede from its disagreement to the amendments of the Sen- 
ate numbered 5, 6, 7, 12, 14, 15, 19, 20, 23, 25, 30, 31, 34, 36, 37, 38, 40, 41, 42, 
43, 46, 48, 49, 50, 53, 54, 57, 63, 64, 65, 66, 67, 68, 69, 70, 78, 79, 80, 81, 82, 83, 
90, 91, 93, 96, 99, and 106, and agree to the same. 

+ * *x ~ « * * 


INTERSTATE COMMERCE COMMISSION 


Amendments Nos. 50, 51, and 52—General expenses: Appropriate $8,784,935, 
instead of $8,569,870 as proposed by the House and $9,000,000 as proposed by 
the Senate; strike out the proposal of the Senate placing a limitation on funds 
available for personal services; and authorize the purchase of 9 passenger 
motor vehicles as proposed by the Senate instead of 19 as proposed by the 
House. A substantial portion of the increase allowed by the conference com- 
mittee over the House figure is provided for the Bureau of Motor Carriers for 
purposes other than safety work. No part of the increase is for the valuation 
of pipelines or railroads. It is the understanding of the conferees that an 
increase of $100,000 recommended in the bill as reported to the House for the 
Section of Certificates of the Bureau of Motor Carriers shall be applied to use 
by the Section of Complaints of that Bureau. 

Amendment No. 53—Railroad safety: Inserts the provision of the Senate plac- 
ing a limitation of $743,700 on funds available for personal services. 
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Amendment No. 54—Locomotive inspection: Inserts the provision of the Sen- 
ate placing a limitation of $540,000 on funds available for personal services. 
* * * ” * ~ e 


Mr. Harxrns. It is customary, is it not, that the pipeline companies 
furnish personnel for the purpose of preparing documents necessary 
for the ICC to establish vs asblond of the carriers’ properties ¢ 

Mr. Ciarke. Generally; yes. 

Mr. Harxrns. Do these personnel furnished by the companies work 
on their own valuations only or do they also work on the valuations 
of other companies? | 

Mr. Criarke. They work on their own only and the task that they 
do does not involve the exercise of judgment at all. It is just a 
mechanical clerical job of pricing out. It is taking the established 
price index and multiplying, the additions, so many feet of pipe by the 
price, arithmetic job, which, of course, is checked by our people. 

Mr. Harkins. Mr. Clarke, it is the practice of the Bureau of Valua- 
tion, is it not, to use the API engineers accountants valuation subcom- 
mittee to coordinate the carriers’ activities in furnishing personnel 
to work in the Commission ? 

Mr. Ciarke. Merely in the first stage, that is when the price indexes 
are under consideration. After that, the contact is directly with the 


pipeline company. 
Mr. Harktns. I show you a document dated December 26, 1950. 
! 
| 


| 
| 
| 
| 


Mr. Crarke. What is the date of this? 

Mr. Harkins. December 26, 1950. That is a letter from the chair- 
man of the Engineers Accountants Valuation Subcommittee to Mr. 
Ralph R. Clagett of the Pure Transportation Co. In that letter, Mr. 
Shoemaker stated : 

Collecting elements of the 1947 inventories. For pricing and depreciation 
purposes for bringing valuations to date. It was agreed that Messrs. Hansbury, 
Allen, and Beard would determine the various elements to be collected and the 
date of October 9, 1950, was set for commencing this work, at which time the 
Magnolia and Service Cos. would each furnish a representative to prosecute 
this work, under the supervision of the Bureau. 

It is planned to make duplicate copies of the worksheets so that each carrier 
may have a copy. It is also proposed that carriers will furnish a man to assist 
in this work for his company, and as each newcomer becomes familiar with the 
details, he will release one of the previous representatives who has been doing 
this work. 

. i 

Do you know whether the Magnolia and Service Cos. furnished a 
representative to do this work ? 

Mr. Crarke. I have no personal knowledge of it, but if you will 
look at the first line, “Subject: 1949 Guide Prices,” that has nothing 
to do with the individual work or the work pertaining to an individual 
pipeline company. 

Mr. Harkins. What isthe meaning of that sentence ?— 

Collecting elements of the 1947 inventories. 

Mr. Cuarke. It means just that, collecting data upon which the 
\guide prices will be determined. That is, elements of not one pipeline 
company, but all pipeline companies. 

Mr. Harkins. Then, in other words, these gentlemen coming in from 
Magnolia and Service were collecting elements for the ICC for all 
pipeline companies ¢ 

Mr. Crarxe. For the industry generally to be considered by the 
Commission in connection with the: independent data it collected. 
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The Cuarrman. Do they have any official status in doing that work 
as far as the Commission is concerned ¢ 

Mr. Crarker. No, sir. They are just individuals from the industry 
that were working informally in a conference manner with the staff 
of the Commission. 

Mr. Kratine. They were not even dollar-a-year men ? 

Mr. Ciarke. No, sir. 

Mr. Harkins. Do you know whether duplicate copies were made of 
the worksheets of the Magnolia and Service Cos. and given to other 
carriers in the industry by the API Committee 4 

Mr. Ciarke. I would not have any knowledge of what the API did. 

Mr. Harkins. But at least there was the proposal, according to this 
letter, that the worksheet would be disseminated throughout the indus- 


try; isthat not true? 

Mr. Crarke. That is the way it reads. It is the first time I ever 
saw the letter, however. 

We are still talking about prices. That is all this letter deals with. 

(The letter referred to is as follows:) 

DECEMBER 26, 1950. 
Mr. RALPH R, CLAGETT, 
Pure Transportation Co., Chicago, Tl. 

Dear Mr. CiaGcerr: My letter of October 6, 1950, subject: 1949 Guide Prices, 
refers to an agreement made by your committee in conference with the Bureau 
of Valuation in Washington on September 13 and 14, 1950, which is quoted below : 

“Collecting elements of the 1947 inventories. For pricing and depreciation 
purposes for bringing valuations to date. It was agreed that Messrs. Hansbury, 
Allen, and Beard would determine the various elements to be collected and the 
date of October 9, 1950, was set for commencing this work, at which time the 
Magnolia and Service Cos. would each furnish a representative to prosecute this 
work, under the supervision of the Bureau. It is planned to make duplicate 
copies of the worksheets so that each carrier may have a copy. It is also pro- 
posed that carriers will furnish a man to assist in this work for his company, 
and as each newcomer becomes familiar with the details, he will release one of 
the previous representatives who has been doing this work.” 

Relative to this program, Mr. Douglass has suggested that your company have 
a man available on January 29, 1951, to start this work. He estimates the time 
required will be 15 man-days. This assignment will include the Detroit Southern 
Pipe Line Co. and the Pure Oil Pipe Line Co. 

Will you please advise me if you will be able to send a representative to Wash- 
ington at that time and the name of the man you expect to send. 

Yours very truly, 
J. L. SHOEMAKER, 
Chairman, Engineers-Accountants Valuation Subcommittee. 


Mr. Harkins. What are the worksheets? 

Mr. Ciarke. The API’s worksheets or our worksheets ? 

Mr. Harkins. Your worksheets ? 

Mr. Crarke. We will be glad to furnish them to you. 

Mr. Harkins. Will you describe them to the committee ? 

Mr. Ciarke. I will ask Mr. Howser to describe the worksheets. 

Mr. Howser. Just a regular sheet, just sheets that we collect, like 
items on 

Mr. Harkins. Are they the B. V. forms 590? 

Mr. Howser. No, that is the report that the carrier makes. 

Mr. Harkins. That is the report the carrier makes? 

Mr. Howser. Showing their own inventory or changes. 

Mr. Harkins. What relationship do the worksheets have to the 
B. V. form 590 ? 
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Mr. Howser. Items that are collected originally were reported on 
B. V. forms 590. 

Mr. Harkins. In other words, the worksheets are directly related to 
the B. V. forms 590; is that not so ? 

Mr. Howser. There is another collection between the 590’s and this 
worksheet. 

The Cuarrman. What is that? 

Mr. Howser. There is another set of sheets between the 590’s and 
it is these sheets they are referring to here. 

Mr. Harkins. What is the other set of sheets between the 590 and 
these worksheets ? 

Mr. Howser. The individual worksheets of these individual com- 
panies. 

Mr. Harkins. In other words, if these are worksheets each company 
prepares individual element sheets and then a B. V. form 590 is 
submitted to the ICC ? 

Mr. Howser. 590 comes first. 

Mr. Hargrins. 590, worksheets, and then the individual carrier’s 
element sheets ? 

Mr. Howser. No, the 590, the individual carrier’s element sheets, 
and then these worksheets that they are referring to are a collection 
for the industry as a whole. 

Mr. Harkins. Would these worksheets that they are referring to 
have application to the individual carriers ? 

Mr. Howser. Well, only to the extent that it would show the 
division of the property for the industry as a whole. 

Mr. Harrys. Pursuant to a request made by the committee, your 
office prepared a list of the representatives from the companies that 
came to work in the ICC in the program to establish valuations as of 
December 31, 1947 

Mr. CriarKke. You are talking about this committee, not the API 
Committee? 

Mr. Harkins. Our committee, this committee. 

Mr. Ciarke. Yes, we did. 

Mr. Harkins. These people on this list from the various companies 
came into the building of the ICC; they worked on what sheets in the 
process of developing an ICC valuation ? 

Mr. Howser. Is that the list of 110 or 115 or so employees ? 

Mr. Harkrns. It isa four-page list. 

Mr. Howser. Some of those people worked and some of them just 
came in for a conference, and the work that they did originally 
was on their own individual 590 report. 

Mr. Harkins. They worked on their 590 report ? 

Mr. Howser. That is right. 

Mr. Harxrns. What did they do with respect to it? 

Mr. Howser. They applied standard 1947 prices. 

Mr. Harkins. They priced out the 590 report ? 

Mr. Howser. That is right. 

Mr. Harxrs. For the Commission ? 

Mr. Howser. That is right. 

Mr. Harkins. Did they work on any other stage of the Commis- 
sion’s procedures with respect to valuation ? 

Mr. Howser. I do not know offhand, but they may have collected 
elements of their individual companies’ elements at the saine time. 














SS 
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Mr. Harkins. Would you say in no instance did any of these gentle- 
men who were in the ICC work on other carriers valuations ? 

Mr. Howser. Not to my knowledge they did not work on any other 
sarrier’s property. 

Mr. Harkins. Were you there at this time? 

Mr. Howser. I was. 

Mr. Harkins. Could you indicate on this list which of the gentle- 
men only conferred and which did work ? 

Mr. Howser. I could not. 

Mr. Harkins. You could not do that? 

Mr. Howser. No, sir. 

Mr. Harxrns. For the record could you do that? 

Mr. Howser. I could not. It is not in my power. I do not know 
who all those gentlemen were. I did not have contact with them at 
that time. 

Mr. Harkins. I offer this list for the record, Mr. Chairman. 

The CHarrman. It will be accepted. 

(The information referred to is as follows :) 


PIPELINES—B. V. Forms 590 


Company and name of representative: 

Atlantic: Alfred Raws, Chas. BD. Alexander, W. J. Westerlage, N. F. Daniels, 
R. P. Paden 

Arkansas: P. J. Erickson, Jr., Lagrone 

Buckeye: Willard Spence, Chas. Heiman, Andrew Klopehin 

Continental: A. G. Williamson, vice president; Gregory Drake, engineer; 
John D. Marshall, accountant 

Cooperative Refinery: F. B. Mills, Sunderlin 

Empire: Don D. Allison, Ben D. Leuty 

Eureka: M. J. Leonard, president 

Gulf: L. G. Golding, W. T. Grummer, C. O. Markey 

Great Lakes: John L. Auchs, vice president; C. C. Keane, chief engineer; 
R. A. Kroenert; H. B. Williamson 

Humble: C. H. Lundt, Wallace, Carstens 

Illinois: Johnson, Furman, Shuck 

Interstate: H. M. Eagles, J. W. Cason, E. M. Henderson, R. J. Olewine, 
C. H. Musgrove, J. B. Elam 

Keystone (Buffalo): R. H. Lynch, vice president; W. S. Schmidt, assistant 
general manager; J. D. Lawrence, chief accountant; E. T. Marsh; C. R. 
Parish 

Lakehead: Walden, October 6-9, 1952; Place, October 6-9, 1952; Jones, 


Magnolia: C. BE. Long, C. 8. Cone 

Mid Valley: E. F. Males, September 5-10, 1952; Ralph Wise, September 
5-19, 1952 

Michigan-Ohio: Chas. E. Schrader, November 5-20, 1952 ; James D. MacLeish, 
November 5-7, 1952; William E. Hertler, November 5-7, 1952. 

National Transit: M. W. Robinson; J. C. Strickland, auditor 

Ohio: R. P. Shuck, Chas. Firmin, L. V. Morgan, W. E. Lewis 

Phillips Petroleum: T. E. Smiley 

Pure Transportation: R. Clagett 

Plantation: 8S. V. Kane, secretary-treasurer; W. K. Borland, chief engineer; 
L. M. Leike, valuation accountant; T. G. Green, valuation engineer; C. K. 
Herns; FI. F. LeFeuvere 

Portland: L. E. Wescott, June 1951; F. W. Abbott, June 1951 

Stanolind: F. R. Glossop, G. R. Ogier 

Sun Oil (Texas): H. H. Boyer, A. L. Flint, J. E. Harbin 

Susquehanna: W. F. Yorty, comptroller 

Standish: Ray Redding, George S. McDonald, Vie Costella, Jay Donaldson 

Shell: Fred Lee, Cooley, Crichfield 

Sinclair: L. E. Davis, H. Glaettli, Russell 
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Company and name of representative—Continued 
Sohio: H. W. Pattison, J. R. Shipley, N. M. Drunner, C. W. Plum, E. J. 
Backer, Yates 
Southern: T. C. Towl 
South West Penn: R. G. Runser 
Sohio Western: Plum, Backer, Bruner 
Sunray: J. R. Ellis, vice president, January 29, 1952; Gray, accountant 
Texas: G. D. Beard, Murray, Johnson 
Wyco: H. K. Becker, October 20—24, 1952 

Mr. Harxtns. At the time these people were working in the ICC, 
were they considered by the ICC to be employees of the Commission ? 

Mr. Ciarke. No, sir. 

Mr. Harkins. Were they appointees without compensation ? 

Mr. Ciarke. No, sir. 

Mr. Harkins. What was their status? 

Mr. Crarke. They were representatives of common carriers that 
had been directed and required to cooperate with and aid the Com 
mission in the work of the valuation of its properties. 

Mr. Harkins. What is the difference, from a policy standpoint, be 
tween the ICC accepting money from the carriers for the purpose of 
hiring personnel and the acceptance of personnel from the carriers for 
the purpose of making valuations ? 

Mr. Crarke. I think that is quite apparent. I just read from the 
statute. I will be glad to read it once more. 

Mr. Harkins. No, do not read it agai, Mr. Clarke, but would you 
say that that statute is broad enough to require the Commission to 
order the carriers to give it some money 4 

Mr. Crarke. No. 

Mr. Harkins. But it is broad enough to 

Mr. Crarke. To require it to cooperate and aid the Commission in 
the work of the valuation of its property. 

Mr. Keating. Here in Congress that word “aid” usually means 
“money,” you know. 

Mr. Cuarke. Unfortunately, we have not been able to put that con 
struction on that word. However, the work that they do, we can and 
have required them to do it in their offices instead of in the Com 
mission’s building. It does not make any difference whether they do 
their arithmetic at 12th and Constitution in Washington, D. C., 0 
wherever their home office might be. It has to be checked anyway. 

Mr. Harkins. What is the purpose of pricing out the BY 
Form 590? 

Mr. Crarke. That is a necessary step in reaching the final valua 
tion. 

Mr. Harkins. You could not reach a final valuation unless you did 
that, could you? 

Mr. Criarke. That is right. 

Mr. Harkins. And in connection with Mr. Clarke's statement that 
some of the carriers had priced out the BV Form 590 in their own 
office, I offer for the record, Mr. Chairman, a minute of the American 
Petroleum Institute dated November 6, 1951, and it says, the pertinent 
paragraph : 


Under arrangements made with the Bureau, many of the major carriers have 
priced their annual reports of property changes for the years subsequent to the 
1947 valuation. If the Bureau can assign personnel to check these annual re- 
ports, it should be possible to keep the pipeline valuations on a current basis. 
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Mr. Cuarke. Yes. It is merely a question of who does the traveling. 
Do we send our people out to their office to check the work or do they 
send their people here to check it in our office. 

Mr. Keatine. What is that paper that you just put in? 

The CuarrmMan. Minutes of the API. 

(The information referred to is as follows :) 


AMERICAN PETROLEUM INSTITUTE—REPORT TO THE CENTRAL COMMITTEE ON PIPE- 
LINE TRANSPORTATION, ENGINEERS-ACCOUNTANTS VALUATION SUBCOMMITTEE, AN- 
NUAL MEETING HELD IN CHICAGO, NOVEMBER 6, 1951 
The committee arranged with the Bureau and the carriers to submit their annual 

cost data for the year 1950 by April 1 of this year. This made it possible to 

have the annual price meeting in May, when annual prices and period prices were 

agreed upon for the year 1950. A similar procedure will be followed for 1951 

prices, so that the agreements can be made before the middle of the year 1952. 
The Bureau has had difficulty in getting finances needed to maintain a neces- 

sary staff on pipeline valuations, but it is believed that this difficulty is cleared 

and the Bureau can have more men available for pipeline valuation work. 

Director Douglass advises that the Bureau has served 64 tentative valuations 
and has 15 remaining. Division 2 of the Commission has approved final valua- 
tions for 60 pipelines, and 19 remain to be approved. 

Under arrangements made with the Bureau, many of the major carriers have 
priced their annual reports of property changes for the years subsequent to the 
1947 valuation. If the Bureau can assign personnel to check these annual re- 
ports, it should be possible to keep the pipeline valuations on a current basis. 


J. L. SHOEMAKER. 
NOVEMBER 1, 1951. 


Mr. Keatine. What date is it ¢ 

Mr. Harkins. 1951. 

Mr. Ciarke. I would like to make it clear at this point that we do 
not deal with the API, as such, on this work. We deal directly with 
the individual « ——— 

Mr. Harkins. Do you deal directly with the chairman of the API 
Engineers Ace ountante Valuation Committee ? 

Mr. Ciarke. Pardon? 

Mr. Harkins. Does the ICC deal directly with the chairman of the 
API Engineers Accountants Valuation Subcommittee ? 

Mr. Ciarke. Yes. 

Mr. Harkins. And you deal with them directly in an official ca- 
pacity as a chairman of an API subcommittee ? 

Mr. Cuarke. As an industry committee. 

Mr. Harkins. Do you believe that in using personnel in this man- 
ner the industry is meeting part of the cost of its own regulation ¢ 

Mr. Ciarke. No, sir. 

Mr. Harkins. Why not? 

The Cuarman. Who pays for these gentlemen whose names are 
on that document which we have put in the record ? 

Mr. CiarKke. The companies. 

The Cuairman. The companies? 

Mr. Crarke. Yes. 

The Cuairman. And they aid, do they not, these gentleman in 
making Shed valuations! Do they not aid in making these 
valuations ¢ 

Mr. CLarke. Yes, they do some of the mechanical work—one of the 
steps. In other words, they are cooperating and aiding the Commis- 
sion in its valuation work as they are directed to do by the statute. 
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The Cuamman. Is that not tantamount to having the industry meet 
a part of the cost of regulations—of its own regulations ? 

Mr. Ciarke. We do not consider it as such. 

Mr. Keatrne. Would it not be akin to a taxpayer hiring an ac- 
countant in making out his tax return? To that extent, he is paying 
part of the cost of the Government. 

Mr. Crarxe. I think that is a very good analogy. 

Mr. Krarine. In assessing his tax; but it is information which he 
is required to furnish to the Government, and this is a comparable 
situation. 

Mr. CrarKke. That would be an excellent analogy. 

The Cuairman. I doubt very much whether it is comparable, be- 
cause a man making out his tax returns is making out a return on 
which he has to pay a tax, but this does not involve any kind of a tax. 

This is involved with evaluation for the purpose of paying out the 
dividends, not for the purpose of any taxing. I do not see the 
analogy. 

Mr. Krartne. It isa different purpose. 

Mr. Cuarke. It is a report to the Government. 

Mr. Keating. As I get it, this is a report which these companies 
are required to make to you as part of your assessment of the proper 
valuation. 

Mr. Crarxe. Yes, sir. 

Mr. Keating. They are not entering in any way into quasi-judicial 
determination as to what the valuation shall be by this process. 

Mr. Crarke. Not at all. 

The Cuatrman. Yes; but the appropriations made by Congress are 
so small that great reliance has to be placed upon the conclunnme and 
the recommendations made by these gentlemen representing the indus- 
try, and you can very well see how our question could o developed 
whereby great reliance and f: uth is placed upon these gentlemen, and 
their recommendations accepted. 

Mr. Ciarke. They make no recommendations, Mr. Chairman. 

The Cuatrman. I do not mean recommendations as such, but com- 
pilations and the interpretations of the costs and expenses that they 
have had, and so forth. 

Mr. CrarKke. No; it is not a matter of interpretation. It is a matter 
of compilation, but their mathematics are checked. 

The Cratrman. I think possibly a closer analogy would be if the 
Internal Revenue Department would call in taxpayers or their re ieee 
sentatives to formulate regulations for the Internal Revenne. 

Mr. Keatrne. They do. 

The Cuatmrman. That would be the closest that. I can see- 

Mr. Kratine. They do confer, all Government departments confer 
with people affected in an industry or in the Internal Revenue De- 
partment with taxpayers or groups of taxpavers for the purpose of 
determining what is a fair regulation to enact. But that is not in- 
\tended to affect the determination of the Commissioner of Internal 
Revenue more than this is intended to affect the determination of the 
ICC, as I understand it. 

Mr. Crarxe. That is correct. 

We cannot operate in a vacuum. We have to have the views of 
the affected industry before we can promulgate fair and reasonable 
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regulations. And it is either a question of doing it through a formal 
hearing, or doing it by an informal conference. And we “have found 
by experience that in valuation wor k, at least, the informal conference 
method is most satisfactory. 

The Cuamman. As I see it, there is no doubt that the industry is 
meeting parts of the costs of its own regulation by following this 
procedure. 

Mr. Crarxe. I cannot agree with that, Mr. Chairman, because all 
that they do we could require them to do at their offices before they send 
anything to Washington. 

Mr. Harxrns. Mr. Clarke, is there any discrimination by the ICC 
among the various types of carriers it regulates with respect to this 
prac tice of using industry personnel ? 

Mr. Crarke. There is no discrimination. 

Mr. Harxrns. Do all industries that the ICC regulates provide 
personnel to work in the oflices of the ICC on reports, on work that is 
prepared by the ICC ? 

Mr. Crarke. No industry, not even the pipeline industry. They 
merely do the work which we require them to do. Whether they do it 
in Washington or somewhere else is the only question. It is not work 
that we have to do. It is work that we have the right to direct them 
to do. 

Mr. Harkins. Mr. Clarke, my question is this: Is there any other 
industry subject to regulation by the ICC where this procedure has 
been followed ? 

Mr. Crarke. The railroad industry. 

Mr. Harxrns. The railroad industry supplies personnel also? 

Mr. Ciarke. They do not supply personnel. We direct them to aid 
and assist us and cooperate with us in the valuation of their properties 
as the statute tells us we have a right to do. 

Mr. Harxrns. Mr. Chairman, at the request of the committee, the 
ICC has prepared a résumé of pipeline valuation work for the commit- 
tee and a statement of the method of establishing final value for 


common carrier oil pipelines. I would like to insert these statements 
in the record at this point. 
The Cratrman. They will be accepted. 


(The informatio m referred to is as follows:) 


RESUME OF PIPELINE VALUATION WorkK 


During the years 1924 to 1933, inclusive, references were made in hearings 
before the various appropriations committees as to the requirements of the act 
regarding the valuation of pipelines. Following remarks made by Interior 
Secretary Ickes as to the necessity for a valuation of pipeline properties, definite 
action was taken by the Commission in June 1934 when the Chairman advised 
Mr. Ickes that, except for the necessary appropriation to carry out the work, 
the Commission was ready and able to proceed with such a valuation. The Secre- 
tary replied that, although he was not in a position to allocate the necessary 
money from the PWA funds, he would welcome an opportunity of joining in a 
recommendation to Congress for an appropriation of $500,000 for the work. 

After further consideration of the matter, the Commission in a minute of July 
25, 1934, voted to proceed with the valuation of pipelines, resorting to an inventory 
by the carrier forces with supervisory direction by Commission employees. 

The various sections of the Bureau of Valuation were instructed to proceed 
with preliminary plans, and Valuation Order No. 26 calling for maps, corporate 
history, original cost, and other pertinent data, was authorized. 

On September 10, 1934, Division I voted that one pipeline company be selected 
for field inventory by the Bureau and such information as was obtained be used 
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in the development of procedures and forms necessary for inventorying the physi- 
eal properties of the other companies. The Pure Transportation Co., operating a 
200-mile crude oil line in Texas, was selected and work was started in January 
1935. Upon completion of this inventory final plans for the work on some 93,000 
miles of line were made and valuation order No. 27 was issued to cover the field 
inventory of the physical properties. 

On May 1, 1935, our field staff of about 50 engineers, accountants, and land 
right-of-way men, officially began work on the other companies. Upon its com- 
pletion in 1936, preparation of the engineering, accounting and land reports was 
commenced. Subsequent to completion of the field work on the original 52 com- 
panies, others coming under the provisions of the act were inventoried, bringing 
the total to 82 companies. 

Preparation of the various reports extended to June 1945 when the final valua- 
tion report was served on the National Refining Co. 

Under the reorganization of the Bureau of Valuation effective October 20, 1944, 
because of a drastic reduction in our 1945 appropriation, it was decided on July 
1, 1944, that the Bureau would suspend further work on bringing the inventories 
of pipeline returns to date, and upon completion of the few remaining companies 
then on the program, no further pipeline work would be programmed. 

Subsequent to July 1, 1944, excluding the work mentioned above, the Bureau 
has not been able to do anything in connection with the pipelines other than to 
keep up with changes in prices and cost and perform minor auditing work in 
the field. 

Numerous requests that we resume our pipeline activities were received from 
pipeline companies for which basic valuations have been made and from com- 
panies that have come into existence since basic valuation. Many of the com- 
panies wanted these data for use in compliance with the consent decree of the 
District Court of the District of Columbia, entered December 23, 1941, restrict- 
ing the amount of dividends that may lawfully be paid to shipper-owners. 

Although the Commission had previously issued final value reports on common- 
earrier pipeline companies reporting to it, property changes by the end of 1947 
had assumed such vast proportions and price levels had changed so materially 
from those prevailing as of December 31, 1934, the date of the previously found 
values for the majority of the pipeline carriers, that these values were far out of 
date and no short-cut methods of approximately current vaiues could be con- 
sidered reliable. 

Under a limited allocation of funds the Commission undertook the work of 
bringing the values to date and in the fall of 1948 served the necessary orders on 
all pipeline companies reporting as of December 31, 1947. By October 1, 1949, 
the 75 carriers on which the various orders had been served had completed and 
filed the necessary information, and the work of checking and processing the 
data and preparing the reports underlying the tentative and final valuations 
was in progress to the extent permitted by the limited earmarked sum of $100,- 
000 ineluded in the 1950 appropriation. The Bureau was greatly handicapped by 
the reduction in force of 26 of its 116 employees resulting from the cut made in 
its 1950 appropriation. During the fiscal year 1951 there was an additional re- 
duction in force of 3 employees due to transfers, leaving only 87 employees on 
its roll. 

During the year 1952 work of preparing the basic valuation reports as of 
December 31, 1947, was practically completed. This work was not to stop with 
the completion of this phase for by minute of the Commission, Division 2, on 
May 16, 1952, instructions were given to prepare valuation reports on an annual 
basis for all pipeline companies subject to section 19a of the Interstate Com- 
merce Act. 

This work is continuing and with the cooperation of the pipeline companies 
through joint committees and promptness in filing returns to Valuation Order 
No. 3, the program is on a current basis. 


Meruop oF ESTABLISHING FINAL VALUE OF COMMON CARRIER OIL PIPELINES 


The Commission, Division 2, establishes the final value of a common carrier 
oil pipeline as of a certain date, usually December 51, of a current year, after 
considering the following “Elements of Value” for each type of property :* 

A. Cost of reproduction new (except land and rights). 
B. Cost of reproduction less depreciation (except land and rights). 


1 Owned and Used ; Owned but Not Used; Used but Not Owned, ete. 
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C. Original cost (except land and rights). 

D. Working capital. 

EK. Present value of lands. 

F. Present value of rights. 

G. Allowance for going concern (usually 6 percent). 

The detailed methods used in determining these Elements of Value for Pipe- 
lines originally valued as of December 31, 1934, are stated under Appendix 4, 
Statement of Methods, Valuation Docket No. 1203, Atlantic Pipe Line Company, 
47 Val. Reps. 541, 584; Supplement 8 to Valuation Order No. 3, Second Revised 
Issue. 

The reasons and methods for changing from the inventory base as of Decem- 
ber 31, 1934, to an inventory base as of December 31, 1947, are stated in ap- 
pendix 4, pages 24 to 36, inclusive, of the Ajax Pipe Line Corporation, Val. 
Docket No. 1284. 

The Engineering Section determines: 

A. Cost of Reproduction New (Except Land and Rights).—The carrier is served 
with Valuation Orders Nos. 26, 27, and 28, which, along with other requirements, 
call for a complete engineering inventory of their property. When the engineer- 
ing inventory is complete, it contains an enumeration of the units of all the 
property Owned or Used by the carrier, except Land. In order to show cost of re- 
production it is necessary to apply prices to these units. Such prices must cover 
the entire cost of the unit in place, but the unit price applied to the item in- 
ventoried does not always include the cost of installation. 

The Commission has established certain so-called primary accounts into 
which all costs incurred in the construction of a pipeline are grouped. Some 
of these accounts cover material costs only, while others cover the costs of 
installing the material. 

Period unit prices as of December 31, 1947, have been applied. The attempt 
is not to determine the exact price of a particular article on that date, for that 
price may have been abnormally high or low, but rather to ascertain what may 
be termed a normal price. The prices are based on investigation of prices over 
a period of many years, giving appropriate consideration to the usual transitory 
nature of inflated prices occurring because of labor and material shortages dur- 
ing the war and postwar period. The price level used as of December 31, 1947, 
in accordance with past practice, is a long-term forecast, and contemplates 
“tunneling through” the war and postwar price peaks. 

All of the prices referred to have been considered in conference by our repre- 
sentatives and the working committee of the American Petroleum Institute. 
An agreement had previously been reached on the major elements of cost for the 
years 1929 to 1936, inclusive, and as to period prices as of December 31, 1934. 
This cooperative phase of the work was continued, and annual guide prices have 
been agreed to for each of the succeeding years 1937 to 1947, inclusive. In a 
like manner, agreements as to guide period prices as of December 31, 1947, were 
reached. These prices have been used as a guide in determining the period 
prices which we have applied to the units of property. These unit period 
prices have been applied as of the date of valuation to the various accounts 
that make up each individual valuation section. (A valuation section is a par- 
ticular portion of the line designated by termini or location and treated as one 
piece of property and is always wholly within a State. ) 

B. Cost of Reproduction New Less Depreciation (Except Land and Rights) — 
When the pricing has been completed, the units that make up the individual 
accounts are grouped into Cost and Depreciation Elements, and are collected on 
worksheets (B. V. form 643) by accounts and valuation sections. These ele- 
ments are depreciated, according to their age, by applying to them various pre- 
determined rates based on their estimated service life. The result at this state 
of the process is the estimated cost of reproduction new and cost of reproduc- 
tion less depreciation, but without the inclusion of necessary overhead ex- 
penses; (See Appendix I: Engineering and General Expenditures, Ajax Pipe 
Line Corporation), as organizational, legal, engineering, supervision, interest dur- 
ing construction, ete. While these expenses are set out on the carrier’s report, 
they are not used as such in arriving at the estimated cost of reproduction; instead 
various percentages have been developed, and are applied to cover these neces- 
sary expenses. 

Should there be more than one valuation section of the same class of property 
within a State, they are further combined in order to show State totals and, sim- 
ilarly, if operating in more than one State, their respective totals are combined 
to show system totals, thus arriving at the estimated cost of reproduction new 
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and cost of reproduction new less depreciation (except Land and Rights) as of 
December 31, 1947. 

The Valuation Order No. 3 Section determines: 

C. Original Cost to Date.—The act requires the Commission to ascertain and 
report the original cost to date of the property Owned or Used by each com- 
mon carrier subject to the Act. The amounts reported for Investment and 
original Cost are determined from examination of their records of the cost of 
the property in existence on valuation date, with such adjustments of the re- 
corded costs as are required to bring them into conformity with our Uniform 
System of Accounts for Pipelines, effective January 1, 1935. These costs are for 
the same property as contained in the engineering inventory, except the actuai 
allowable costs of overhead expenses are included. 

D. Working Capital—Working Capital is determined in accordance with the 
usual principles and methods as applied by the Commission. The basic data 
for such information is contained in the carrier’s Annual Report to the Commis- 
sion for the year ending December 31, 1947, and by additional data supplied 
in response to questionnaire sent to the carrier. 

The Land Section determines: 

BE. Present Value of Land.—The present value, as reported, is nearly synony- 
mous with market value. What is done—is to ascertain the area of carrier’s land, 
to determine the market value of similar land adjoining, or in the immediate 
vicinity, per acre or other unit, and apply that price to the area. 

F. Present Value of Rights.—For rights-of-way, the costs borne by the carrier 
in its acquisition are considered the best evidence of their value; such costs 
are reduced by the amount therof assignable to the expired service life of the 
rights-of-way on date of valuation. 

G. Allowance for Going Concern.—An additive, generally 6 percent, is applied 
to the adjusted estimated value arrived at by depreciating the weighted average 
of the original cost and the cost of reproduction new to the condition percent of 
the cost of reproduction new less depreciation to the cost of reproduction new, 

All of these elements are assembled in the Engineering Section, and one em- 
ployee applies them to a long established formula, and arrives at a recommended 
value that is transmitted by the Director to Division 2, for consideration. These 
working papers are considered confidential, and are not open to inspection to 
anyone other than the employees who work directly with them. 

The subsequent yearly final values were found in a similar manner. The co- 
operative phase of the work with the API has continued, and annual guide or 
spot prices’ as related to the 1947 period base, have been developed and agreed 
on for each of the succeeding years 1948 to 1956 inclusive. In a like manner, 
agreements as to guide period prices* for each of the succeeding years ending 
December 31, 1948, to 1956 inclusive, were reached. With the use of these 
annual guide prices, common base dollars are used in maintaining the inventory, 
and the period prices applicable to the particular year, are applied to the revised 
inventory to bring the costs of reproduction forward to the year for which value 
is to be found. 

Q. What method would have been employed to bring valuations down to date 
as of December 23, 1941 (date of Consent Decree) ? 

A. The 47 Pipeline Carriers that had been valued by December 23, 1941, were 
all priced with 1934 period prices and the value found was as of December 31, 
1934. Our methods for bringing these values down to December 31, 1941 (our 
reports are generally computed as of the end of the year for depreciation pur- 
poses) would have been the same as used today in arriving at the cost of repro- 
duction new and cost of reproduction less depreciation, except that 19384 period 
prices would have been used with the 1941 period price multiplier applied to 
bring the 1934 period money to the 1941 period. 


Mr. Harkins. Mr. Clarke, under the valuation methods used by the 
ICC in establishing valuations of oil pipelines as of December 31, 
1934, did the ICC value the entire physical inventory of the common- 
carrier facilities used by the 01] pipelines? 


2The yearly or spot prices are developed through the collection of cost data from actual 
jobs, from manufacturers of pipe, equipment, etc.; from the Department of Labor “Cost 
Trends” ; Trade Journals, and other reliable sources. 

‘The vearly period price multipliers are established in a similar manner as the 1947 
period price multiplier, except that they are brought forward by considering the additional 
information then available as to trends of prices and other economic conditions. 
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Mr. Criarxe. You mean did we make an independent physical in- 
ventory of all the property ? 

Mr. Harkins. Was the valuation based upon an inventory of the 
common-carrier facilities ? 

Mr. CuarKe. Yes; it was. 

Mr. Harxtns. And in establishing its valuations subsequently as 
of December 31, 1947, was there any change in the procedures used by 
the ICC with respect to this item of valuation ? 

Mr. Crarke. May [ask Director Emken to answer that. 

Mr. Emxen. What procedure do you have in mind, Mr. Harkins? 

Mr. Harxtns. The problem I am trying to arrive at is the practice 
of the ICC as of the date of valuation to value on the basis of an in- 
ventory of the physical facilities, not whether the ICC goes out and 
looks at it, but the valuation is based on the physical facility, an 
inventory of the physical facilities in use as of that date? 

Mr. Emxen. That is correct. 

Mr. Harkins. As of December 23, 1941, had the ICC completed 
valuations, as of December 31, 1934, for all pipelines then subject to 
the ICC? 

Mr. Crarke. Just a moment. 

What date, Mr. Harkins? 

Mr. Harkins. As of December 23, 1941, that is the date of the con- 
sent decree. 

Mr. Crarxe. No. 

Mr. Harkins. They had not. I believe you had not, sir. 

Mr. Ciarke. That is my recollection, yes 

Mr. Harxrxs. As of December 23, 1941, had the ICC any occasion 
to bring a pipeline valuation down to date? 

Mr. Ciarke. It did for ratemaking purposes. They had a rate case 
in 1940, I believe. 

Mr. Harkins. Had any pipeline’s property valuation been brought 
down to date from the 1934 base as of December 23, 1941 ? 

Mr. Crarxe. I believe some of them had been completed although 
certainly not all. 

Mr. Harkins. The original 1934 valuations had not been completed 
as of that date ? 

Mr. Crarke. All of them had not been completed, no. 

Mr. Harkins. But what I am asking now is, of the ones that had 
been completed as of 1934, by December 23, 1941, had the ICC had an 
occasion to bring one of those already cmaplened valuations down to 
date ? 

Mr. Ciarkr. Not unless it was needed for some rate case. 

Mr. Harkins. If the ICC had had an occasion to bring a valuation 
down to date, what would have been the procedure of the ICC in doing 
so ¢ 

Mr. Crarxe. You are concerned with just one pipeline company 
now ? 

Mr. Harkrns. One pipeline company; yes, sir. 

Mr. Crarke. They would have to use the same procedure for one as 
they did for all of them when they made the evaluation in 1947. 

Mr. Harxrns. In other words, if you had an occasion to bring a 
pipeline valuation down to date, the methods used by the ICC would 
have been to determine a new value on the basis of an inventory of the 
physical facilities in use as of the date of new valuation ? 
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Mr. CiarKke. Yes, sir. 

Mr. Harkins. Do you wish to amplify your answer ! 

Mr. Cuarke. No. 

Mr. Harkins. It is true, is it not, that in establishing valuations for 
pipelines, the ICC practice at all times has been to revalue the entire 
physical inventory of the common-carrier facilities used for common 
carrier ? 

Mr. Cuiarke. Generally speaking, yes. 

Mr. Harkins. I believe that is right. 

Does the ICC have or has it ever had any method of pipeline valua- 
tion in which the latest final valuation established by the ICC is used 
as a base and to which is added additions and betterments ? 

Mr. Ciarke. That is exactly the process that we are going through 
now and have been since the valuation in 1947, 

Mr. Harkrns. This is the point that I want to get very, very clear 
on the record : 

Is it a practice of the ICC in making a valuation in, say, 1950, to 
take the 1947, the inventory of physical facilities in 1947—— 

Mr. Cuarke. Yes, plus the property changes afterward. 

Mr. Harkins (continuing). To that sum total, the total value of the 
1947 figure, do you add the additions and betterments between 1947 
and 1950 ? 

Mr. Ciarke. Yes. 

Mr. Harkrns. Or do you do this: as of 1950, do you not use your 
worksheets and take all the property that is in existence and neces- 
sarily, of course, it includes the additions and betterments, but the com- 
putation is just the same as you did in the 1947 basis ? 

Mr. Ciarke. No. 

Mr. Harkins. Do I make myself clear ? 

Mr. Crarke. No, it is not exactly the same as to the basic valuation. 

I would like to ask Director Emken to elaborate. 

Mr. Emxen. As you know, there are two elements that go into a 

valuation and that is original cost. Now, if you are getting a valua- 
tion as of December 31, 1950, it naturally includes the additions and 
betterments less retirements duri ing the year in the original cost figure. 

Mr. Harxrns. Could I interrupt at this point to ask if you add the 
additions and betterments separately from your 1947 base or do you 
recompute the whole base ? 

Mr. Emxken. You do not recompute original cost. That is a fixed 
figure that represents what the carriers paid for the thing, and that is 
continued up to date through the reporting on the 588. 

Now, you are getting into the question of reproduction. There they 

take the physical quantities and reprice them, but they would take into 
account any physical changes in the year 1950. 

Mr. Harkins. That is right. 

They reprice them by rel: ating them all back to your base and then 
bringing the whole base forward; is that r ight ? 

Mr. Emxen. That is on the reproduction cost only. 

Original cost is a figure that is shown in their books, what they 
paid for the property, what it was retired at. 

Mr. Keatine. Then, do I understand that in reaching a valuation, 
the Commission weighs these various methods of determining value 
and arrives at some midway point ? 
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Mr. EmKen. We call them elements instead of methods. In other 
words, the original cost. is one element, the cost of reproduction new, 
which is equivalent to the present-day cost if you were building it 
today and the cost of reproduction new less depreciation, the esti- 
mated value of land and rights-of-way, any possible intangibles and 
working capital. 

Now, “all of that goes into the Commission’s consideration in arriv- 
ing at what we call valuation. It is a judgment figure. 

Mr. Kearine. And those figures might be substantially different, 
dependent upon whatever way you measured value there might be a 
fairly wide discrepancy between those figures ? 

Mr. Emxen. There is quite a bit in the case of an old company. 

Now, the original cost of properties built 20 or 30 years ago are 
going to vary w videly from the reproduction costs of those properties 
today. But if you take a new pipeline that is built in the last few 
years, your original cost figure and your reproduction figure will be 
fairly close. 

Mr. Keatine. Will be fairly close? 

Mr. Emxen. Dependent on the price changes. 

Mr. Kearine. Am I correct that that is the essential difference 
between the way you reach a valuation on pipelines and on railroads ? 
On railroads you take just original cost and add to it additions and 
betterments and subtract depreci iation or whatever you call that? 

Mr. Emxen. No, sir. 

The same identical explanation that I gave this moment for pipe- 
lines applies to railroads. 

Mr. Kratinc. You mean that you have all these different methods 
of arriving at valuation of railroads also, and then you weigh those 
various elements to arrive at—— 

Mr. Emken. Exactly the same. 

Mr. Keatine. I thought there was—— 

Mr. EmxKen. The confusion comes in, Mr. Keating, because they 
were talking about when Chairman Clarke was discussing that mat- 
ter, they were injecting this value for ratemaking purposes, and that 
was the purpose of the Valuation Act, was to get a value for rate- 
making purposes. But between the courts and—— 

Mr. Keatine. I am talking about valuation. 

Mr. Emxen. I am coming to that—and Chairman Clarke explained 
that in our rate cases, in these general rate increase cases, we do not 
use a valuation as such. We use one of the elements of value, which 
is the original cost. figure less the book depreciation. 

That is the base that has been used by the Commission in these rail- 
road rate cases. But in any pipeline rate cases we have had, we have 
used this valuation, this weighted figure. That was the distinction he 
was trying to draw. He was not drawing a distinction between the 
methods of arriving at a valuation of the two types of carrier. 

Mr. Keratine. I am talking about valuation—my phraseology may 
not be satisfactory to you as a man experienced in this field, but I am 
talking about valuation for ratemaking purposes. 

Am I correet, generally speaking, that if you were to use for pipe- 
lines the method which you use for arriving at valuation for railroads, 
you would presumably arrive at a lower figure for the valuation of 
pipelines than the one now arrived at ? 

Would that bea fair conclusion ? 
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Mr. Emxen. If your question relates to value for ratemaking pur- 
poses—— 

Mr. Keating. That is what I mean. 

Mr. Emxen. Yes; the figure that we use for railroads is lower than 
the method we use for ratemaking purposes or have used for rate- 
making purposes for pipelines. 

Mr. Keating. Would it be considerably lower? Could you tell me, 
roughly, would it be half as much, two-thirds as much, or what would 
it amount to? 

Mr. Emxen. I am going to answer your question this way; that the 
method, the basis used for ratemaking in railroad cases is the original 
cost less depreciation. If we use the so-called valuation which takes 
into account all those elements that I mentioned previously for railroad 
rate cases, we would probably have—I am just guessing now—but I 
would judge it would be twice as much. 

Mr. Keating. Then, conversely 

Mr. Emxen. It would not be twice as much. It would be substan- 
tially greater, maybe 25 percent greater. 

Mr. Keatina. All right. 

Now, conversely, if you use the railroad method for valuing pipe- 
lines for rate purposes, they would be 25 to 50 percent lower? 

Mr. Emxen. No; I do not think they would, because the pipeline 
properties are mostly fairly new, and whereas your railroad properties, 
some of them were, as you know, built over a hundred years ago. 

Mr. Krarinc. They would be lower, the valuation would ‘be some- 
what lower and therefore the rate fixed would be somewhat lower, if 
you were to use the railroad method for arriving at your valuation 
for ratemaking purposes in pipelines. Would I be correct in th: it ? 

Mr. Emxen. That is correct. 

Mr. Criarke. That is as a whole, but there would be individual in- 
stances where it would be just the other way. 

Mr. Keatrne. I can understand that. I am talking about the aver- 
age overall. 

Mr. Crarxe. Yes. 

Mr. Kearina. I want to ask a rather practical question. I want 
to preface it by saying that I come from an area that produces no oil 
or gas, that is, as those terms are normally used, which we have been 
discussing here this morning. 

The CuarrmMan. You mean to say you do not produce gas up there ? 

Mr. Keatine. Not as we have been discussing it here this morning. 

However, in that very prosperous community we do consume a 
great deal of natural gas and also a lot of refined oil. If you used the 

railroad method valuation for fixing rates for pipeline companies, 
how much would that reduce the cost of gas to us up in New York 
State? 

Mr. Emxen. It would not have any bearing on the cost of gas, 
because we do not regulate gas. That is the Federal Power Commis- 
sion. 

Mr. Keatinea. I know that is true, but would it result in a lesser cost 
of production which would be reflected in a lower price for natural 
gas to the People in the North? Or am I asking you to reach a 
conclusion ¢ 
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Mr. Emxen. I do not know why you ask me that, because we have 
nothing to do with natural gas. It is only liquid petroleum. 

To get down to your question, it would reduce the cost somewhat, 
not a great deal. It would reduce the cost of gasoline and other 
liquid petroleum products. I cannot see where it would have any 
effect on natural gas. 

Mr. Keatinc. How much would it reduce the cost of gasoline? 

Mr. Emxen. I would have to have some papers and so forth here. 
I could not tell you that. I do not think it would amount to very 
much. It would be almost negligible. 

Mr. Kratine. Do you know what basis the Federal Power Com- 
mission uses in natural gas rate cases ? 

Mr. Cxarke. I believe they use reproduction new less depreciation. 

Mr. Harkins. No, original cost. 

Mr. Kearine. Original cost 

Mr. EmKen. They have quite a formula that takes into account 
equity, capital, and so forth. It is not just a straight rate base, but 
their rate base, I believe, is original cost. 

Mr. Maerz. Mr. Emken, is it not correct that the Federal Power 
Commission uses original cost less depreciation as a rate base for 
natural-gas pipelines ? 

Mr. Emxen. I think that is correct; yes. 

Mr. Maerz. Now, what is the justification, then, for the ICC using 
as a rate base for oil pipelines an average of original cost and current 
reproduction cost ? 

Mr. Emxen. I cannot answer for the Commission. Maybe Com- 
missioner Clarke has some ideas on that. 

Mr. Crarxe. In the exercise of its judgment the Interstate Com- 
merce Commission has come to the conclusion that that is the most 
fair and equitable basis. 

The Cuarrman. That is a conclusion. What was the reason? 

Mr. Keatina. Did the Appropriations Committee 

The Cuatrrman. What is the reason ? 

Mr. Crarke. Because, as I stated before, Congressman Celler, of 
the hazards involved in the oil pipeline business. 

The CHarrman. Would not that be present with natural gas? 

Mr. Crarke. I do not know whether it would or not. 

The Cuamman. You said before, you made the comparison between 
che railroads. 

Mr. Cuarke. Yes. 

‘The Cuatrman. And the pipelines. There, you said that it was a 
one-way street. There were the economic hazards, that the wells 
might dry up and so forth. Would you not have those same economic 
hazards with reference to natural gas? 

Mr. Crarke. You probably would, but merely because the Federal 
Power Commission uses a different basis than we do does not mean 
that our method is wrong. 

The Cuarrman. It does not mean that their method is wrong, either 

Mr. Ciarke. No, sir, it does not. 

The Cuarmian. It would be interesting to note the rationale of 
this, why you use one and they use another. It may be that 

Mr. Crarke. Two different agencies, each exercising its own inde- 
pendent judgment. 
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The Cuamman. Maybe Mr. Keating’s constituents could greatly 
benefit by your using a different method, because the rates are fixed 
on the valuation. 

Mr. Keattna. I do not want to get any advantage here at the ex- 
pense of your constituents. seat 

The Cuarrman. I would have the same advantage. I am in New 
York State, too. ; 

The point is, I wonder whether or not it might not be well to give 
a little attention to that matter, Mr. Commissioner. The mere fact 
that you have used that method all these years does not necessarily 
make it right. 

Mr. Ciarke. Nor wrong. 

The Cuarrman. Nor wrong. Maybe it might be well to reconsider 
that situation. 

Mr. Kratinc. You never get any instructions from the House Ap- 
propriations Committee on this subject, do you ‘ 

Mr. CrarKke. No, I do not believe so. 

Mr. Keatine. Have they given you such an intimation # 

Mr. Crarke. No, or from anyone else. 

I might say that the last rate case was in 1948, a rate reduction. 
There have not been any since then because there have been no com 
plaints. No one has contended—— 

The Cnamnan. As far as I know, I do not think any committee 
of Congress has ever looked into the matter. This is the first time 
it has ever been done. 

Mr. Crarke. As far as I know, that is correct. 

The CHatrMan. Maybe it would be well to reexamine the principle 
on which you are working and operating. Sometimes it is good to 
get a new look here. 

Mr. Ciarke. No one has suggested to the Interstate Commerce Com- 
mission that pipeline rates are too high. 

Mr. Kerartine. There have been, you say, no complaints since 1948 ? 

Mr. Ciarke. None whatsoever, and we have occupied ourselves with 
more pressing, more urgent matters. 

We have had thousands of rate cases involving other types of trans- 
portation since then, and we have not made an investigation of pipe- 
line rates, merely because no one has questioned the reasonableness of 
them. None of the independent shippers or anyone else has com- 
plained to use that the rates were too high. 

The independent shippers have complained to us that railroad rates, 
motor carriers, barge rates were too high, and we have had rate cases 
involving them, but not involving pipelines, because presumably every- 
one is satisfied. 

The CuarrMan. There may be no complaints because people do not 
know, and the general public does not know. 

Here I am, I know a little bit about the workings of the Govern- 
ment. I did not know that these answers would be the type you gave 
this morning to a lot of these questions that were propounded, and I 

‘think most of the Congressmen are in the position I am in. 

It is like a 5-ring circus here in Washington; we are just in 1 ring 
and we do not know what is happening in the other 4. 

This is the first time these revelations have been made. It is very 
startling. ] 
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Mr. Kratinc. Maybe the chairman and I can stir up some com- 
plaints. 

The CHarrman. Maybe so. 

Mr. Kratine. So we can give you some work. 

Mr. Crarke. We have plenty right now, but the shippers who use 
the pipelines certainly know how we arrive at the rates. 

The Cuatrman. It is not a matter of complaint, Commissioner 

Mr. CLarkr. Yes. 

The CuarrmMan (continuing). It is just as we go along here these 
things are developed. 

Mr. Keating. When I say “complaints,” I was impressed by his 
statement that there have been no complaints since 1948, because a lot 
of this oil and gas is carried for independent companies. 

Mr. Cuarke. Yes, sir. 

Mr. Keatine. If they felt they were paying an exhorbitant charge, 
they might file objections. 

Mr. Cuarke. Or, at least, they would ask us to reexamine the rate 
level, which they have not done. 

Mr. Keating. Yes. 

Mr. Criarke. They have asked us to reexamine the rate levels by 
other modes of transportation, and we have done so. 

The Cuamman. Maybe there are no complaints because there is 
probably a monopoly here. Maybe these oil companies, these pipeline 
companies, are so knitted together that there is no possibility of com- 
plaint. 

Of course, you hear all the time that the public is complaining about 
the high price of gasoline. The public are the ones that are always 
complaining. 

Mr. Ciarke. There are independent shippers. 

The Cuarrman. They don’t know where to put the finger on the 
nature, the reasons for “these high prices. They are not educated to 
it. Maybe this committee, maybe these hearings will be helpful in 
that regard. 

Mr. CuarKe. As I stated, none of the independent shippers through 
the pipelines have questioned the level of the pipeline rates. How- 
ever, frequently in rate cases involving the railroads or the water 
carriers and the trucks, we hear the complaint that the pipeline rates 
are too low. That puts the other methods of transportation at a 
competitive disadvantage. 

The CHarrman. Maybe the independent producer has to sell to 
the shipper-owner. He hasn’t very much of a choice and therefore 
he can’t complain. 

Mr. Ciarke, They have complained in the past and we have re- 


duced the rates upon the complaints of independent shippers, but 
not since 1948. 


Mr. Kratine. May I ask another question on that point? You say 
that there have been complaints by railroads and other carriers. 

Mr. Crarke. Yes. 

Mr. Keratine. About the rates being too low ? 

Mr. Crarke. Yes. 

Mr. Kratine. What percentage of oil and gas is carried by pipe- 
lines as against other methods of t transportation ? 
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Mr. Crarxke. I believe we furnished that information to the com- 
mittee, did we not? 

Mr. Hargrns. Yes, you did. 

Mr. Crarke. I don’t happen to have it. 

Mr. Kratine. I don’t want to hold up the proceedings but I think 
it would be an interesting point to develop. It is in the record now? 

Mr. Harxrns. Yes. 

Mr. Materz. Chairman Clarke, just so that the record can be com- 
plete, if the ICC used original cost as a rate base for oil pipelines 
similar to the original cost basis used by the Federal Power Com- 
mission for natural gas pipelines, would there be on the average a 
reduction in oil pipeline rates ¢ 

Mr. Ciarxe. Depending upon the rate of return that we allowed 
on the rate base. If we allowed the same rate of return as we now 
allow, there would be some reduction. 

Mr. Materz. Thank you, sir. 

Mr. Crarke. But we might conclude that they were entitled to a 
higher rate of return. We can’t speculate about a record that isn’t 
made. The reduction would be small in my opinion, infinitesimal. 

Mr. Materz. What rate of return, sir, does the ICC allow? 

Mr. CiarKe. Pipeline companies? 

Mr. Materz. Yes, sir. 

Mr. Crarke. Eight percent. 

Mr. Materz. Is it not correct that the Federal Power Commission 
allows a rate of return for natural gas pipelines of from 534 percent 
to 614 percent ? 

Mr. Crarke. I don’t know. 

Mr. Marerz. Mr. Emken, are you familiar with that? 

Mr. Exxen. I don’t know what the rate is; no. 

Mr. Harkins. Mr. Clarke, in connection with your lack of com- 
plaints, the report of the Attorney General on the Interstate Oil Com- 
pact Committee states on page 71—— 

Mr. Crarke. This is the September 1957 report ? 

Mr. Harkins. Yes, sir, with respect to pipeline shipments— 
because of the characteristics of pipeline transportation, there is little shipment 
for account of independent producers seeking to sell crude at a distinction 
within the refining area. Almost universally, save for a few instances of broker 
purchase, Oil is transmitted through a trunk pipeline only by a refinery pur- 
chaser. 

And the refineries, I believe, are for the most part owned by the 
major oil companies; is that not so? 

Mr. Cuarke. That is quite true. The physical location of the fa- 
cility is placed where the owner thinks it will be of most benefit to 
him, not to someone else. 

Mr. Harxrns. Since the independent producer has sold his oil be- 
fore it ever enters the pipeline, is he unlikely to make complaints to 
the ICC with respect to transportation rates ? 

Mr. Cuarke. He doesn’t sell it in advance in all instances. 

Mr. Harxrns. “Almost universal,” I think, were the words of the 
Attorney General. 

Would you describe to the committee the differences between an- 
nual prices used by the ICC in establishing valuation and period 
prices used by the ICC in establishing valuation ? 
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Mr. Crarxe. Annual prices as the term implies are the average 
prices for that year. Period prices are for several years. 

Mr. Harkins. And which is used to determine the valuation ? 

Mr. Crarke. For the annual valuation the annual prices. For the 
basic or period valuations, the period prices. 

Mr. Harkrns. What are the basic valuations of the 1CC? 

Mr. Crarke. 1934 and 1947. 

Mr. Harkins. Are each of the valuations since 1947 based on annual 
prices or period prices / 

Mr. Ciarke. Annual prices. 

Mr. Harkins. In establishing pipeline valuations, the ICC makes 
agreements with a committee that has been organized by the APL, 
does it not ? 

Mr. Ciarke. We make no agreements w ith anybody. 

Mr. Harkins. Does the staff of the ICC 

Mr. Crarke. No, sir. 

The CHarrMan. Do you have an understanding ? 

Mr. Ciarke. They try to eliminate the area of differences insofar 
as possible ; that is, reduce the area of differences. 

Mr. Harkins. 1 show you a document. I show you also another 
document. Do those documents purport to be agreements? 

Mr. Crarke. They used the word “agreed,” but that doesn’t consti- 
tute agreement. It merely means that they have eliminated all differ- 
ences of opinion. 

Mr. Harkins. Would you say they are not agreements ? 

Mr. CiarKe. Yes. 

Mr. Harkins. How would you describe them ? 

Mr. Crarke. I would call these the price indexes or annual guide 
prices found by our staff to be appropriate for the particular year 
after conferences with the industry committee. Now in these two 
instances, apparently after they had talked it over there was no 
disagreement. 

Mr. Harkins. Would you please read the titles of those documents? 

Mr. Crarke (reading) : 

Pipeline carriers annual guide prices and indexes for 1956 construction indexes 
1947-56 agreed to in conference April 9, 1957, by representatives of Engineering 
Section, Bureau of Accounts Cost Finding and Valuation, and the engineers- 
accountants valuation committee, American Petroleum Institute. 

Mr. Harkrys. And you would not classify those as agreements 
between the staff of the ICC and the API engineers accountants valu- 
ation subcommittee ? 

Mr. Ciarke. No; 1 wouldn’t call that agreement at all. 

Mr. Harkins. You would not call this agreement ? 

Mr. Ciarke. No. I agree that it is an unfortunate use of words. 

Mr. Keatine. If the Commission disagreed with any of this, they 
would be perfec tly free to fix any valuations. 

Mr. CLARKE. va: reading further, Congressman Keating, 

The guide prices and construction indexes which are included in this volume 
have not been examined nor passed upon by the Interstate Commerce Commis- 
sion, 

The Cuatrrman. Who used the word “agreed” ? 

Mr. Cuarke. Pardon? 

The Cuatrman. Who used that word “agreed” ? 
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Mr. Cuarke. Apparently our staff. This is sort of a reeord—— 

The CuarrMan. It may be a tentative agreement, couldn't it ¢ 

Mr. Crarkr. To me all it means is that there was a meeting of the 
minds between the industry committee and our staff people. If there 
hadn’t been, then the staff 

The Cuatrman. A meeting of minds is agreement, isn’t it? 

Mr. Cuiarke. Not in a formal sense of the word, no. Just no 
disagreement. 

The Cuarrman. It may be subject to change. It may be subject to 
amendment. It may be subject to your orders, but it is agreement. 

Mr. Crarke. Agreement to me implies something that is binding 
upon one party or the other or both. 

The CuarrMan. Not necessarily. It says: 





Agreed to in conference— 
and the date mentioned— 


by representatives of the Engineering Section, Bureau of Valuation, and the 
working committee of the American Petroleum Institute. 

Mr. Ciarke. Yes. 

The Coatrman. That is as clear as the nose on one’s face. 

Mr. Crarke. There is no commitment. 

The CuHatrman. It is clear that there was agreement between the 
working committee and the Engineering Section. It may be subject 
to change, it may be subject to your orders of changes and amend- 
ments, but it is agreement. 

Mr. CrarKe. The way I construe it is that the industry committee 
— our staff each = that the prices listed here were proper and 

reasonable for that ye 

Mr. Harkins. These agreements or understandings are made an- 
nually in meetings with the API committee with the staff of the ICC, 
is that not true? 

Mr. Crarke. They don’t always reach agreement. They discuss 
it. 

Mr. Harkins. But there are discussions then. 

Mr. Ciarkn. Yes. 

Mr. Emxen. They are made with the Engineering Accountants 
Committee, not with the API. We don’t have any dealings with the 
APT itself. 

Mr. Harkins. Are you making a distinction between the API and 
the subcommittee of the API entitled “Engineering Accountants 
Valuation Committee” ¢ 

Mr. Emxen. Yes. 

Mr. Harkrns. Why do you do that? 

Mr. EmxKen. Because I think there is a difference. 

Mr. Harkins. What is the difference? 

Mr. Emxen. These are technical men that come in here to help us 
settle a problem that is our responsibility. We are responsible for 
. this thing and we“are using our best judgment to get it out and we 
call in for technical advice certain men that have familiarity with 
dies materials to get their opinion on it. We don’t have to take their 
opinion. It is our responsibility. 

Mr. Harkins. In point of fact is it not true that the period indexes 
and the things that are contained in those agreements that 1 showed 
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you or the documents that I understand to be agreements, they have 
been applied by the staff of the ICC and they have been applied by 
the carriers in submitting their reports to the ICC; is that not cor- 
rect ¢ 

Mr. Ciarke. Yes; that is correct. 

Mr. Harkins. Has there ever been an instance where the ICC re- 
jected those items that were agreed to, on any account of any pipe- 
line @ 

Mr. Emken. You understand, Mr. Harkins, that this engineering 
acccountants committee comes in here and we are getting their advice 
and we finally arrive at these prices. 

Now they are our prices. 

Mr. Harkrns. I understand that. 

Mr. Emxen. So that is the end of it, unless there is an error dis- 
covered. 

The Cuarrman. The question is, Has there been any occasion where 
you have negated what they have recommended! Have you any 
memory of any cases / 

Mr. Cuarke. | think that is done every year, there is disagree- 
ment. 

The CuatrMan. Repeat the question, Mr. Stenographer. 

Mr. Emxen. That happens all the time. 

The CuarrmMan. What is that? 

Mr. Emxen. I say that happens every year. 

The CuarrMan. Will you read the question, please ? 

(Question read. ) 

The Cuairman. That is after the agreement ? 

Mr. Emxen. Not to my knowledge. 

Mr. Howser. There have been certain cases where individual prices 
that have applied to the individual pipelines usually due to the con- 
struction encountered where he would allow them maybe more or less, 
depending upon the country traversed. 

Mr. Harkins. Would that instance constitute a departure from the 
figures that have been agreed to at the API committee / 

Mr. Howser. Certainly. 

Mr. Harkins. How many instances of that nature have there been / 

Mr. Howser. | couldn’t say, but I know there have been several 
Cases. 

Mr. Harkins. Could you supply to the committee a list of all cases 
with an explanation of when it occurred and how ¢ 

The Cuarrman. That is very important. Will you do that, sir? 

Mr. Ciarke. Yes. 

Mr. Howser. I'll do it at soon as I can but I don’t know how long 
it will take. 

(The explanation referred to appears at p. 527.) 

The Cuarrman. I know you are limited in your staff; maybe Con- 
gress is to be blame for the fact that you haven’t got very much 
choice, that you cannot change the figures presented. I can readily 
see that, but let us have the cases where exceptions have been made 
and changes made after those agreements have been submitted. 

Mr. Howser. You understand, Mr. Celler, that these indexes are 
worked up for the industry as a whole and are subject to change with 
individual carriers as they may apply. They don’t necessarily apply 
to each individual pipeline. 
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The Cuarrman. All right. 

Mr. Harkins. It is true, is it not, that annual prices are agreed to 
with members of the API committee ? 

Mr. Crarxe. There is consultation and we, that is our staff, decide 
on price indexes after the consultation with the industry committee. 

Mr. Harkins. Mr. Chairman, I would refer at this point to page 31 
of the Ajax Pipeline Corp. valu: ation decided by the ICC on Dec -em- 
ber 14, 1949. There they are discussing various elements used in 
determining valuation and say with respect to price as follows: 

All of the data above referred to have been considered in conference by rep- 
resentatives on the working committee of the American Petroleum Institute. 
Agreement had previously been reached on the major elements of cost from 
1929 to 1936 and as to period prices from December 31, 1934. This cooperative 
phase of the work was continued and annual guide prices agreed on for each 
of the succeeding years 1937 to 1947, inclusive. 

In a like manner agreements as to guide period prices as of December 31, 
1947, was reached. These prices have been used as a guide in determining the 
period prices which we have applied to the units of property. These unit 
period prices have been applied as of the date of valuation. 

Would you comment on that? 

Mr. Crarke. I think the record speaks for itself. 

Mr. Harxrns. All right, sir. It is also true is it not that the 
engineering expenses to be included in overhead are made subject to 
agreement with the API committee ? 

Mr. CrarKke. Yes, sir, for each individual company, not as a com- 
posite average for all companies. 

Mr. Harxrns. In this instance the ICC has agreed upon a 1 percent 
figure to be used for engineering expenses ; is that not so! 

Mr. Ciarke. Yes, sir. 

Mr. Harkrns. Page: 32 of the Ajax report states: 

Engineering is stated as a percentage upon the property accounts exclusive of 
land and rights-of-way. 

The Bureau engineers working with the committee of the American Petroleum 
Institute have made a study of this subject and have come to agreement as to 
the percentage to be applied to property accounts other than land and rights-of- 
way. The figure agreed upon is 1 percent to be used as a guide. 

This agreement was made with the American Petroleum Institute; 
was it not ? 

Mr. Criarke. I don’t know about that. What are you reading from ? 
If it isin the Ajax report it is correct. 

The CuarrMan. It is from the Ajax report. 

Mr. Crarke. Whatever he reads from that is correct. 

Mr. Harxrns. It is a fact, is it not, that the ICC has agreed with 
the API upon a figure of 144 percent to be used for items of general 
expenditure such as organization expense, general, officers, clerks, law 
stationery, printing and taxes, and for other general expenditures. 

Mr. Crarke. Are you still reading from the Ajax report? 

Mr. Harkins. Yes, sir. 

Mr. Cuarke. Anything that is in that Ajax report is correct. 

Mr. Harkins. And the ICC has also agreed with the API committee 
as to the statement of physical lives to be applied to common-carrier 
properties ? 

Mr. Crarke. Yes, sir. 

Mr. Harkins. And it is a fact, is it not, that in establishing the 
December 31, 1934, valuation, the ICC agreed with the committee of 
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the API on the major elements of cost from 1929 to 1936, inclusive, 
for period prices. 

Mr. CuiarkeE. You are reading that statement from the Ajax report. 
It is correct. 

Mr. Harkins. That is from the Atlantic report, sir, page 593. 

Mr. Ciarke. It is still correct. I don’t question anything in any of 
our reports. 

Mr. Harxtns. Also in establishing the December 31, 1934, valuation 
it is true, is it not, that the ICC agreed with the API to use 6 percent 
as a cost of obtaining money ? 

Mr. Cuarke. The same answ er, if it isin that report 

The Cuatrman. It might be too small now but there were occasions 
where it was too much. 

Mr. Kerarina. If you didn’t make all these agreements, you would 
have a lawsuit every other day, wouldn't you? 

Mr. Cuarke. That’s right. We'd never get anything done on pipe- 
line valuation work if we went back to the old method | that was orig- 
inally used with the railroads where we were tied up in court and in 
prolonged hearings, and no valuations were completed until this new 
procedure was adopted of using the conference method of settling 
disputes. 

The Cnairman. There is no quarrel. We are just going into facts. 

Mr. Ciarke. Yes. 

(The Atlantic report and the Ajax report referred to appear at 
pp. 541 and 599.) 

Mr. Harkins. You would say then that the purpose of these agree- 
ments is to eliminate the possibility of protest to the ICC’s pipeline 
valuations by the institute ? 

Mr. Ciarke. And to save time, expedite the proceedings. 

Mr. Harxtrns. Have there been any protests of ICC pipeline valua- 
tions by the companies concerned ? 

Mr. Ewxen. Not since the original 1934 valuation. There were 
some at that time. 

The Cuarrman. In other words, the pipelines have always been 
satisfied with the valuations placed on their companies 

Mr. Emxen. Apparently. They don’t protest. 

Mr. Crarke. Apparently the public has been too. Valuation re- 
ports or findings are served on the Attorney General and the gov- 
ernors of all the States and they haven’t protested. The States I 
might add to duse these valuation findings for tax purposes and if they 
thought they were improper they probably would let us know. 

Mr. Kratine. Maybe we ought to stir up some protests among these 
governors, Mr. Chairman. He says the governors don’t protest. 

Mr. Harkins. Mr. Clarke, it is a fact, is it not, that each year after 
the representatives of the ICC and the API committee agree on 
various elements of valuation, and I recognize ydur objection to the 
word “agree”—— 

Mr. Cuarke. Yes. 

Mr. Harxins. Minutes of the meetings are prepared by the ICC 
employees. 

Mr. Ciarke. I don’t know. Is that right? 

Mr. Howser. In a rough draft. 

Mr. Crarxe. Mr. Howser says a rough draft. 
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Mr. Harxrns. Are the minutes prepared by the ICC or API? 

Mr. Howser. By us. 

Mr. Harxrns. You have made copies of all of the minutes of these 
meetings to the committee, have you not ? 

Mr. Howser. I believe I furnished those to you. 

Mr. Crarke. In fact we furnished you with everything that we 
could find, Mr. Harkins. 

Mr. Harxrins. Yes. 

Mr. Keatinc. You didn’t do as well as some of these pipeline com- 
panies that gave us their own correspondence with their own attorneys 
giving them legal advice. They were very generous. 

Mr. Harkins. I show you a document purporting to be the minutes 
of the pipeline guide price meeting for 1956 dated April 12, 1947. 
Will you identify. this document, ple: ase ? 

Mr. Crarke. That is what it appears to be. 

Mr. Harrys. And is this document to the best of your knowledge 
an accurate summary of what transpired at that meeting ? 

Mr. Crarke. This is the first time I have seen the document so it 
is a little hard to answer the question. Maybe Mr. Howser can. You 
understand that this is all staff work. 

Mr. Harkins. Yes, sir. 

Mr. Crarke. The Commission has nothing to do with this step in 
the procedure. 

Mr. Harkins. Valuations preps ared by the staff are submitted to the 
Commission for its consideration ? 

Mr. CrarKe. Yes, to Division 2, our rate Division, which makes 
the final determination. 

Mr. Harkins. This minute indicates—does it not /—that the pro- 
cedures followed in ascertaining pipeline guide prices for 1956 for 
the purpose of determining valuation were established as follows: 

First the staff of the ICC submits recommendations to the API com- 
mittee for its consideration. 

Following this submission, subcommittees are appointed by the 
API participants to consider the ICC staff recommendations. Is 
that the next step ? 

Mr. Howser. Generally the API working committee reviews the 
recommendations before they come in and have their opportunity 
to study them, and if they are not satisfied that we have allowed them 
enough to bring in additional information backing up or supporting 
their request for possibly a higher 

Mr. Harkins. On page 2 or 3 of that minute, I believe it states 
that subcommittees were appointed by the API participants to con- 
sider the ICC staff recommendations. That is the procedure at that 
meeting anyway. 

Mr. Howser. Yes. 

Mr. Harxrns. Subsequently the meeting reconvenes to hear the 
subcommittees’ reports, is that not true? 

Mr. Howser. That’s right. 

Mr. Harkins. At the April 12, 1957, meeting it is true, is it not, 
that with respect to pipe costs, the ICC staff recommendation of 140 
for freight was raised to 145 as a result of objections by the pipeline 
repr esentatives? { 
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Mr. Howser. That’s correct, and may I explain why ? 

Mr. Harkins. If you wish. 

Mr. Howser. Our recommendation was based on the fact that the 
ICC had cut the freight rate on pipe, and we found out afterward 
from the committee that that had applied only to motor transporta- 
tion and did not apply to train, and the reason that this was raised 
was to be backed up by waybills to show that the carrier was paying 
that additional freight, and normally our freight rates are those 
established by the IC C. 

Mr. Harxrns. And the minute also shows, does it not, that with 

respect to oil tanks and accessories an index of 175 was agreed to 
instead of 165 which had been proposed by the ICC staff 4 

Mr. Howser. That’s right and the carrier submitted additional in- 
formation that we didn’t have to back up their figures. 

Mr. Harkins. With respect to communications systems, office ap- 
paratus, tools, and radio the index was raised from 131 to 136; is that 
true? 

Mr. Howser. That is correct. 

Mr. Harkins. All other items in this category were accepted as 
recommended by the ICC staff, is that not true? 

Mr. Howser. If that is what it says, that is right. 

Mr. Harkins. Do not these minutes demonstrate that actually 
annual guide prices are established by the ICC for pipeline valua- 
tion purposes as a result of bargaining between the ICC staff 
representatives and the pipeline representatives? 

Mr. Cuarke. Asa result of what? 

Mr. Harkins. Bargaining. 

Mr. Ciarke. No; noelement of bargaining at all. 

Mr. Harkins. Why not? 

Mr. Cuarke. It is just like you weigh the evidence, they submit 
their arguments in support of a higher figure and you examine that 
along with the other information you have and exercise your 
judgment. 

Now apparently in a few instances in this particular year out of 
several thousand items the committee was able to convince the staff 
that their figures, their proposed figures, were unreasonably low 
and should be raised. 

Mr. Harkins. Nonetheless the procedure that is followed is a staff 
recommendation presented to the committee, the committee meets 
and discusses that and comes back and either accepts it or rejects it? 

Mr. Cuarke. Yes. 

Mr. Harkins. And if they reject it, they present arguments and 
then there is agreement by the staff; is that right? 

Mr. Ciarke. No; there is no agreement. It is merely a matter of 
our staff being convinced that they should raise certain items after 
having listened to the arguments of the industry committee. 

Mr. Harkins. In other words, after listening to arguments, the 
staff was persuaded to the views of the API Committee ? 

Mr. Ciarke. Yes; just as would happen in any administrative 
hearing or in any court, listening to the evidence. 
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(The minutes of April 12, 1957, are as follows:) 
INTERSTATE COMMERCE COMMISSION 
Bureau or Accounts, Cost FINDING AND VALUATION 
ENGINEERING SECTION 


WasHInaton, D.C., April 12, 1957. 


Subject: Pipeline guide prices for 1956, minutes of committee meeting. 
Memorandum to Mr. M. M. Hutchinson, head valuation engineer. 

On April 9, 1957, a series of conference were held in the Interstate Commerce 
Commission Building in Washington D. C., between the engineers-accountants 
valuation committee, Amreican Petroleum Institute, and representatives of the 
Engineering Section, Bureau of Accounts, Cost Finding and Valuation, of the 
Interstate Commerce Commission, to consider price ratios for 1956 as recom- 
mended by the Engineering Section in memorandum dated March 8, 1957: 

Steel line pipe 

Line pipe fittings 

Cost of installing pipe 

Pipe coatings 

Building and grounds 

Pumping equipment 

Oil tanks and acessories 

Communication systems 

Furniture, vehicles, and work equipment 

The carriers were represented by : 

George D. Beard, vice president, Engineers-accountants valuation committee, the 

Texas Pipe Line Co. 

Fayette B. Dow, secretary, engineers-accountants vealuation committee 
John D. Marshall, Continental Pipe Line Co. 
W. P. Iigen, Continental Pipe Line Co. 

R. A. Kroenert, Great Lakes Pipe Line Co. 
Morgan Martin, Gulf Refining Co. 

George W. Conrad, Gulf Refining Co. 

R. 8. Barfield, Gulf Refining Co. 

P. D. Phillips, Jr., Humble Pipe Line Co. 

W. L. Moore, Humble Pipe Line Co. 

C. Fanthom, Imperial Oil, Ltd. 

R. A. Parkinson, Imperial Oil, Ltd. 

H. C. Bloomfield, Interstate Oil Pipe Line Co. 
E. C. Buettner, Interstate Oil Pipe Line Co. 
C. S$. Cone, Jr., Magnolia Pipe Line Co. 
George A. Seymour, Magnolia Pipe Line Co. 
Chas. R. Perkins, Mid-Valley Pipeline Co. 

E. F. Males, Mid-Valley Pipeline Co. 

G. D. Griffee, Okan Pipeline Co. 

G. V. Rohleder, Okan Pipeline Co. 

J.P. Harshfield, Phillips Pipe Line Co. 

Jack A. Kirton, Phillips Pipe Line Co. 

Geo. 8. McDonald, Phillips Pipe Line Co. 
W. K. Borland, Plantation Pipe Line Co. 

T. G. Green, Jr., Plantation Pipe Line Co. 

H. D. Sweetin, Plantation Pipe Line Co. 

L. L. Faucett, Platte Pipe Line Co. 

F. D. Marts, Platte Pipe Line Co. 

E. P. Baker, Pure Transportation Co. 

W. F. Krick, Pure Transportation Co. 
David B. Barlow, Salt Lake Pipe Line Co. 
C. W. Keith, Service Pipe Line Co. 

John W. Squire, Service Pipe Line Co. 

R. C. Wiles, Service Pipe Line Co. 

J.R. Sanders, Shamrock Oil & Gas Corp. 

S. O. Crichfield, Shell Pipe Line Corp. 
Herbert Glaettli, Sinclair Pipe Line Co. 

C. M. Cotten, Sinclair Pipe Line Co. 

H. J. Amend, Sinclair Pipe Line Co. 
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W. E. McKee, Sohio Pipe Line Co. 

R. V. Ray, Sohio Pipe Line Co. 

R. D. Jackson, Sohio Pipe Line Co. 

Frank Polkinghorn, Southern Pacific Pipe Line 
W. T. Eskew, Jr., Southern Pacific Pipe Line 

R. A. McLaughlin, Standard Oil Co. (New Jersey ) 
E. W. Butler, Texas Eastern Transmission Corp. 
J. A. Pittman, Texas Eastern Transmission Corp. 
D. C. Ritchey, the Ohio Oil Co. 

C. F. Firmin, the Ohio Oil Co. 

S. F. Nash, the Ohio Oil Co. 

J. M. von Almen, Wolverine Pipe Line Co. 

W. R. Nelson, Wyco Pipe Line Co. 


The engineering section was represented by G. F. Howser, H. H. Howland, 
J. M. Morgan, P. H. Byerly, F. R. Young, J. P. Collins, and W. E. Sturges. 

The first meeting began at 10 a. m. Mr. Howser asked if the committee 
agreed with any of the engineering section’s recommendations. Mr. Beard 
said that the recommendations for buildings and grounds were acceptable as 
recommended and then requested Mr. Ritchey to present his report on line- 
pipe fittings. 

Mr. Ritchey stated that as the result of the line-pipe fittings group’s meeting 
with the engineering section on March 6, that committee’s recommendation was 
that the annual index for line-pipe fittings should be the same as that for line 
pipe. This recommendation was accepted by the engineering section. It 
was further agreed that it would not be necessary for carriers to report cost 
data on line-pipe fittings under order 26 for the year 1957 or subsequent years 
unless notified to the contrary by the engineering section. 

The following sabcommittees were then appointed to consider the engineering 
section’s recommendations on: 

Pipe.—S. O. Crichfield, W. F. Krick, J. A. Pittman, W. E. McKee, J. P. Collins, 
and W. E. Sturges. 

Pipeline construction.—Morgan Martin, T. G. Green, Jr., J. P. Harshfield, 
G. V. Rohleder, G. A. Seymour, E. C. Buettner, J. P. Collins, and W. E. Sturges. 

Pipe coatings.—Same as pipeline construction. 

Pumping equipment.—P. D. Phillips, Jr., J. W. Squire, C. F. Firmin, W. K. 
Borland, G. S. McDonald, L. L. Faucett, T. B. Shelfer, R. D. Jackson, F. D. 
Marts, W. L. Moore, P. H. Byerly, H. H. Howland, and G. F. Howser. 

Oil tanks and accessories.—John D. Marshall, E. P. Baker, D. B. Barlow, 
E. F. Males, H. D. Sweetin, J. A. Kirton, H. H. Howland, and G. F. Howser. 

Meeting was adjourned at 10:15 a. m. to permit subcommittees to meet 
with engineering section’s representatives to consider recommendations which 
were not acceptable to committee. 

At 2:30 p. m. the meeting was resumed to hear the subcommittees’ reports. 

Pipe.—The recommendation of 180 was accepted for line pipe. In reporting 
cost data, pipe is to be kept separate as to grade, such as A and B, X-42, X-46, 
and X-52. The recommendation of 140 for freight was raised to 145. The figures 
that the Engineering Section used for the basis of a 140 ratio were inconsistent 
with two different sources brought in by the earriers. The carriers agreed to 
furnish these same two sources of information to the Engineering Section in 
the early months of 1958 in order that the 1957 recommendations for freight may 
be based on this information. 

Cost of installing pipe.—Data on which the recommendation of 125 was based 
was not representative of pipeline construction. Of the 868 miles reported, more 
than half of the mileage represented loops and other lines. The subcommittee 
submitted additional information on the wages of common labor, operators, 
welders, and truckdrivers for the years 1951 through 1956 obtained from Pipe 
Line Contractors’ Association. The wages presented comper very closely with 
the Bureau of Labor Statistics. Also submitted were Bureau of Labor Statistics 
construction machinery indices which are also in our files. It was agreed that 
the carriers would continue to obtain estimates from contractors as to current 
costs which will be considered in developing the 1957 indices. After discussion 
of the various factors, an index of 138 was adopted for 1956. 

Pipe coatings.—An index of 115 was adopted instead of the proposed 110. 

Pumping equipment.—Diesel engines, gas, or gasoline engines, plunger pumps, 
speed increasers, concrete foundations and freight agreed to as recommended, 
170. Large electric motors and large centrifugal pumps agreed to at 195. Elec- 
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tric switchgear agreed to at 200. All other pumping equipment at 175. (See note 
on last page of these minutes. ) 

Oil tanks and accessories. 
adopted. 

Communication systems.—Office apparatus, tools, and radio index was ce | 
from 131 to 136. All other items were accepted as recommended. It was agree¢ 
that it would not be necessary for carriers to report cost data on communication 
systems, other than microwave and radio equipment, under order 26 for the 
year 1957 or subsequent years unless notified to the contrary by the Engineering 
Section. Carriers making substantial microwave or radio-system installations 
should include these in their order 26 reporting. 

Furniture, vehicles, and work equipment.—Recommendations were adopted 
without change. 

A subcommittee consisting of Messrs. Beard, Crichfield, Krick, Howser, How- 
land, and Sturges conferred and agreed on a period multiplier of approximately 
95 percent of the 1956 annual index. The period multiplier of 95 percent varies 
in the different accounts, but a total weighted average is very close to 95 percent 
for all accounts. This same committee conferred and agreed that the rate of 
interest during construction to be used in 1956 reproduction costs would be 6 
percent. 

Price ratios for other station equipment and delivery facilities were compiled 
by a subcommittee consisting of Messrs. Beard, Crichfield, Martin, Baker, Phillips, 
Moore, Males, Buettner, Marshall, Nelson, and others. 

The meeting adjourned at 3 p. m. 

On April 10-12 Messrs. Beard, Crichfield, Martin, Baker, Phillips, Moore, Males, 
Buettner, Marshall, Nelson, and others returned and, working with the Engineer- 
ing Section representatives, Messrs. Howser and Sturges, completed the com- 
pilation of guide prices and indices for the year 1956 and prepared a draft of the 
report. Copies of this draft will be furnished to Mr. Beard, who has agreed to 
reproduce the data in sufficient number for distribution. 


An index of 175 instead of the proposed 165 was 





W. B. Strurages. 


Note.—yYour attention is directed to minor revisions in accounts 158 and 160, 
made necessary due to a conflict in application of indices to the element 
collections. 

Mr. Harkins. I show you minutes of the April 13, 1956, Pipeline 
Guide price meeting. Now, those minutes state: 

Pipeline fittings. Additional information in the form of manufacturers’ 
discount sheets showed no change from the 1954 ratio, and 135 was adopted 
instead of the proposed 130. 

What was the reason for adopting the higher figure in this instance ? 

Mr. CrarKe. Well, that was the 1954 figure, apparently, instead of 
the reduction as the staff had originally intended to make. 

Mr. Harkins. Why had the staff originally intended to make a 
reduction ¢ 

Mr. Crarxe. Apparently, they had some preliminary information 
to indicate that there had been a reduction in the price of lined 
pipe fittings, but they were convinced by the testimony of the industry 
committee that they were wrong, that actually there hadn’t been any 
change. You might have one or two isolated instances where there 
had been a reduction, but that doesn’t apply to the whole industry. 
You have to look at all of them. 

The CuHarrman. But, in those arguments there is no testimony 
taken. 

Mr. CriarKke. Not in a formal sense, no, Mr. Chairman. 

The CHarrmMaN. So that nobody is brought in as an expert to put 
on valuations of this, that, and the other thing. Why isn’t the question 
proper that was put to you, and why isn’t it really bargaining, in a 
certain sense? You havetwo sides. One says it should be higher, one 
says it should be lower, and there is no evidence given except self- 
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serving declarations on the part of the pipeline company representa- 
tives, or the institute, that it should be different, and it is accepted. 
Why is that not bargaining? 

Mr. Crarke. It doesn’t strike me as in any way resembling bar- 
gaining, Mr. Chairman. Our staff arrives at a tentative price index 
which ‘they circulate. Then they invite the affected parties to send 
their experts in to comment on the reasonableness of the proposed 
price index. 

Now, they offer additional facts to show that the proposed index is 
too high or too low. Our staff considers those arguments. They 
accept some of the evidence, reject some of the evidence, and then 
exercise their judgment. 

The Cuarrman. Yes. But that evidence, as submitted, is purely 
one sided. No opportunity given to combat that evidence. It is not 
like a trial in court. It has got to be in the ordinary, practical, realis- 
tic sense, from the realistic standpoint, a matter of give and take. 

Mr. Keatine. Well, this witness testified that they made the indus- 
try committee show their w aybills to prove that they have been paying 
more. 

Mr. EmxKen. It is just like any other evidence. If it isn’t convinc- 
ing, we aren’t going to accept it. T hey have facts there to back it up. 
We aren’t just sitting there and saying we don’t like this and chang- 
ing it. 

The Cuatrman. You don’t go behind those facts, do you? You 
don’t know whether or not the facts are true or false ? 

Mr. Emxen. We are satisfied they are true, or we won’t accept them. 

The Cuarrman. How do you know they are true ? 

Mr. EmKen. Because of the information they bring in. 

The Cuairman. Because on a bill they supplied 

Mr. Emxen. I would consider that good enough. Most people are 
honest. 

The Cuatrman. I know most people are honest, except those that 
don’t want to be honest. I am just trying to see what 1s the best to 
be done under the circumstances, and—— 

Mr. Crarke. The only alternative would be to make a formal hear- 
ing out of each one of these, taking testimony under oath. If that 
were the case, we would still be back working on the 1934 original 
valuations. 

The Cuatrman. I know. I know it is difficult, but it may be that 
you are working with a pauc ity of appropriations, from a paucity of 
personnel. Maybe Congress is to blame for this. 

Mr. Crarke. Well, the Supreme Court has said the procedure you 
follow is immaterial; it is the final result that is important. If the 
final result is reasonable, that is all that counts. You can use any one 
of a variety of different procedures. 

Mr. Harxrys. But isn’t the final result arrived at by the Commis- 
sion dependent upon these preliminary procedures by the staff? 

Mr. Crarke. Yes, sir; it is. But we are satisfied that the final con- 
clusion arrived at by the Commission on the basis of the information 
furnished it by the staff, after it has had its conferences with industry, 
is reliable. 

We think that our valuations, the final valuations, are very conserva- 
tive and very reasonable, as evidenced by the exhibits attached to my 
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statement, which show that the price indexes are far below the rising 
prices for wages or materials, generally. 

Mr. Keating. There was a reference here to several items. How 
many items are there in that sheet in which there was no change made, 
or roughly how many ¢ 

Mr. CrarKe. Well. , taking a quick guess, I would say there are 200 or 
300 items on there—at least that many times ; perhaps more than 300. 

Mr. Kratine. And 3 or 4 that were were changed ¢ 

Mr. Ciarke. Yes. 

Mr. Keatine. Have you ever encountered any cases where you were 
given false information by any of these people / 

Mr. CuarKe. I don’t believe so, and I doubt if we would, because 
any information they give us in the nature of an invoice is subject 
to check by our accountants. 

Mr. Kerartne. It is pretty easy to check, if you swear everybody. 
We didn’t even swear you as a witness here. 

Mr. Ciarke. No; you didn’t. 

Mr. Keatine. We take your word. 

Mr. Cuarke. And we make an examination of their accounts and 
records regularly, anyway, and I am sure they wouldn't attempt to 
falsify. Iam satisfied they don’t. 

The Cuarrman, I don’t mean to charge anybody with dereliction or 
offering false testimony ; that is not my purpose at all. 

Mr. Ciarxe. I understand. 

The CuarrmMan. I am speaking about the result of a little human ex- 
perience I have had over my lifetime, and I would be naive to think 
that people who are anxious to get something done in a hundred cases 
out of a hundred cases are going to just hew to the line of absolute hon- 
esty. It doesn’t work out that way. Iam not so naive to think it does. 
I don’t say any pipeline company or all pipeline companies are dis- 
honest. I don’t say that at all; but I think that I have to name this as 
Isee it. This is bargaining, pure and simple. It can’t be otherwise. 

Mr. Crarke. Well, our staff collects independently enough data 
upon which to check the reasonableness of the price levels recom- 
mended or urged by the industry. 

The CHatrMan. Maybe it is reasonable bargaining. 

Mr. Emxen. Mr. Celler- 

Mr. Cuarke. I wouldn't use the word “bargaining. 

Mr. Emken. We have a responsibility to doa job. We are just as 
anxious to have this thing right. 

The Cuarrman. I know that. 

As I said, Mr. Emken, there is no attempt to c ha rge dereliction at 
all, none whatsoever. 

Mr. Ciarke. Th se dise HABIODA or meetings are conducted in much 
the same way as this hear 

Mr. Harnins. At this same meeting, Mr. Clarke, it is true, is it not, 
that it was agreed by the participants to raise all items in the pumping 
equipment account 10 points over the recommendations that had been 
mi: ae by, the ICC staff ¢ 

Mr. Ciarxe, That is what the minutes say. 

Mr. I [ ARKINS. What was the basis for this agreement ? 

Mr. Ciarke. Maybe Mr. Howser might better answer that. He was 
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Mr. Howser. I think it is stated on the general upward trend of the 


cost of machinery for the year. 
(The minutes for April 13. 1956. are as follows :) 


INTERSTATE COMMERCE COMMISSION 


3UREAU OF AccouNTSs, Cost FINDING AND VALUATION 


ENGINEERING SECTION 


Wasuineton, D. C., April 13, 1956. 
Subject: Pipeline Guide Prices for 1955 Minutes of Committee Meeting. 
Memorandum to Mr. R. W. Shields, Supervising Valuation Engineer. 

On April 12, 1956, a series of conferences were held in the Interstate Com- 
merce Commission Building in Washington, D. C., between the engineers-account- 
ants valuation committee, American Petroleum Institute, and representatives of 
the Engineering Section, Bureau of Accounts, Cost Finding, and Valuation, of the 
Interstate Commerce Commission, to consider price ratios for 1955 as recom- 
mended by the Engineering Section in the following memoranda, all dated March 


8, 1956: 
Steel-line pipe 
Line-pipe fittings 
Cost of installing pipe 
Pipe coatings 
suildings and grounds 
Pumping equipment 
Oil tanks and accessories 
Communication systems 
Furniture, vehicles, and work equipment 
The carriers were represented by: 


John Shoemaker, chairman, engineer-accountants’ valuation 
Pipe Line Co. 

George D. Beard, vice chairman, Texas Pipe Line Co. 

C. E. Alexander, Atlantic Pipe Line Co. 

John D. Marshall, Continental Pipe Line Co. 

Delbert Grassman, Continental Pipe Line Co. 

R. A. Kroenert, Great Lakes Pipe Line Co. 

Morgan Martin, Gulf Refining Co.—pipeline department. 

George W. Conrad, Gulf Refining Co. 

P. D. Phillips, Humble Pipe Line Co. 

John D. Sturtevant, Humble Pipe Line Co. 

H. C. Bloomfield, Interstate Oil Pipe Line Co. 

C. J. Hale, Jr., Interstate Oil Pipe Line Co. 

Fred H. Pennington, Magnolia Pipe Line Co. 

George A. Seymour, Magnolia Pipe Line Co. 

Charles R. Perkins, Mid-Valley Pipeline Co. 

F. F. Males, Mid-Valley Pipeline Co. 

ED. ey. Ritchey, Ohio Oil Co, 

+ FE. Firmin, Ohio Oil Co 
P a irshfield, Phillips Pipe Line Co. 


Jac k A. Kirton, Phillips Pipe Line Co. 
W.K., Rocund Plantation Pipe Line Co 
T. G. Green, Jr., Plantation Pipe Line Co. 
H. D. Sweetin, Plantation Pipe Line Co 
Allen R. Heidebrecht, Platte Pipe Line Co 
L. L. ] i Platte P Line Co 

R.C. Sheely, Platte Pipe Line Co 

E. P. Baker, Pure Transportation Co. 


W. F. Krick, Pure Tra 


to B. Barlow. Salt L: 


I ortation Co. 


Sp 
ike Pipe Line Co. 
P 


John W. Squire, Service e Line Co. 
7. R. Sanders, Shamrock Oil & Gas Corp. 
SO. Cric 1} Shel! Pipe Line Corp. 
Herbert Glaettli, Sinclair Pipe Line Co. 
C. M. Cotten, Sinclair Pipe Line Co. 


W. I. McKee Sohio Pipe Line Co. 


committee, Service 
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©. R. Tinkler, Southern Pacific Pipe Line 

S. S. Wemett, Southern Pacific Pipe Line 

W. T. Eskew, Jr., Southern Pacific Pipe Line 

F. F. Hepfer, Standard Oil Co. (New Jersey ) 

E. W. Butler, Texas Eastern Transmission Corp. 
J. A. Pittman, Texas Eastern Transmission Corp. 
W. R. Nelson, Wyco Pipe Line Co. 

The Engineering Section was represented by: R. W. Shields, M. M. Hutehinson, 
PE. F. Callahan, M. L. Brownell, G. F. Howser, W. E. Sturges, and J. R. Huggard. 

The first meeting began at 10 a. m. and the following subcommittees were ap- 
pointed to consider the Engineering Section’s recommendations : 

Pipe——R. A. Kroenert, ©. J. Hale, Jr., S. O. Crichfield, H. Glaettli, M. M. Hut- 
chinson, W. E. Sturges. 

Fittings.—D. C. Ritchey, C. E. Alexander, P. D. Phillips, Jr., J. P. Harshfield, 
C. F. Firman, J. R. Huggard. 

Pipeline construction.—Morgan Martin, W. F. Krick, John D. Sturdevant, 
George A. Seymour, D. B. Barlow, C. M. Cotten, G. W. Conrad, C. R. Perkins, M. M. 
Hutchinson, G. F. Howser, W. E. Sturges. 

Coatings.—Same as pipeline construction. 

Buildings and grounds.—S. O. Crichfield, F. H. Pennington, E. P. Baker, E. F 
Callahan. 

Pumping equipment.—P. D. Phillips, Jr., J. W. Squires, W. K. Borland, R. C. 
Sheely, E. F. Males, T. G. Green, Jr., J. R. Huggard. 

Oil tanks and accessories.—J. D. Marshall, F. H. Pennington, L. L. Faucett, 
J. A. Kirten, E. P. Baker, H. D. Sweetin, G. F. Howser. 

The morning meeting adjourned at 10:15 a. m. in order to permit the sub- 
committees to begin their work. 

At 1p. m. the meeting was resumed to hear the subcommittees’ reports. 

Pipe.—A review of the data underlying the proposed ratio of 170 revealed that 
some of the reported costs did not deduct 2-percent discount for cash, and were 
therefore too high. The subcommittee’s proposal of 168 instead of 170, and 
freight at 140 was accepted. Consideration was given in fixing the price for 
grades A, B, and X42 pipe to the differential of $1 per ton of X42 over grade B, 
which prevailed in the last half of year 1955. 

Line pipe fittings.—Additional information in the form of manufacturer's dis- 
count sheets showed no change from the 1954 ratio, and 185 was adopted instead 
of the proposed 130. 

Cost of installing pipe.—Date on which the proposed 120 ratio was based was 
spotty and somewhat inconclusive, so that it was agreed to keep the ratio at 125, 
same as year 1954. It was suggested that an effort be made for the 1956 indexes, 
to obtain estimates from contractors as to current costs which could be consid- 
ered along with the carrier’s reports in developing the 1956 indexes. 

Pipe coatings.—Index of 110 was adopted instead of proposed 105. 

Buildings and grounds.—Recommendations accepted as proposed, except ma- 
sonry and concrete buildings raised to 185; metal clad steel frame raised to 175; 
reinforced steel and concrete docks raised to 175; and water, gas, and steam lines 
raised to 170. 

Pumping equipment.—It was agreed to raise all items in this account 10 points 
over the recommendations to follow the general upward trend, rather than 
attempt to reconcile the differences which the data showed. It was suggested 
that the pipeline companies continue to develop other sources of information, 
especially information from manufacturers, to supplement the valuation order 26 
returns. 

Oil tanks and accessories.—Elimination of some of the data due to costs not 
being considered as representative, resulted in an agreed ratio of 157 for all 
items instead of recommended 145. Here again an effort will be made to secure 
contract prices from manufacturers to be considered along with valuation order 
26 data. 

Communication systems.—Recommendations were adopted without change. 

Furniture, vehicles, and work equipment.—Recommendations were adopted 
withont change. 

Price ratios for other station equipment and delivery facilities were compiled 
by a subcommittee consisting of Messrs. Phillips, Baker, Glaettli, Alexander, 
Crichfield, and Hutchinson from ratios established for similar items in other 





. 


accounts. 
A subcommittee consisting of Messrs. Beard, Kroenert, Crichfield, Shields, and 
Hutchinson, conferred and agreed on a period multiplier of 90 percent of the 1955 
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annual index. The inagscasrgsasi- between period and annual indexes will be 
reviewed at the meeting next yea 

Mr. Shields raised the cnnitiits on the interest rate to be used in computing 
interest during construction. It was agreed that the committee will study this 
matter and have a report ready within 6 weeks. 

The meeting adjourned at 3:30 p. m., April 12. 

On April 13, Messrs. Phillips, Baker, Glaettli, Alexander, and Crichfield re- 
turned, and working with Bureau representatives Messrs. Hutchinson and 
Howser, completed the compilation of guide prices and indexes for the year 1955, 
and prepared a draft of the report. Thermofax copies of this draft will be 
furnished to Mr. Beard who agreed to reproduce the data in sufficient number 
for distribution. 

J. R. HuGGArp. 

Mr. Harkins. It is true, is it not, that meetings with the API 
committee for the purpose of establishing guide prices, which are 
crucial for the purpose of determining valuation, continued throughout 
World War II ¢ 

Mr. Howser. Yes, they did. 

Mr. Harkins. On November 6, 1943, for example, is it not true 
that the staff of the ICC met with representatives of the API to 
establish guide prices for 1940, 1941, and 1942? What was the neces- 
sity for establishing—well, was that not true, the preceding question— 
1940, 1941, and 1942? 

Mr. CLarke. What was the question ¢ 

Mr. Harkins. On November 6, 1948, is it not true that the staff 
of the ICC met with representatives of the API to establish guided 
prices for 1940, 1941, and 1942? 

Mr. Ciarke. Are you suggesting that all prices were frozen then? 
And therefore, there would be no change in the price level ? 

Mr. Harkins. I am not suggesting anything at this time. I am 
just trying to ascertain the fact ‘that there was a mre 

Mr. Howser. Well, it says that there was. I don’t ‘know. I wasn’t 
there. Ihave no way of telling. 

Mr. Harrys. What was the nee essity for establishing guide prices 
during the war years? 

Mr. Howser. I could not tell you. 

Mr. Cuarke. There were variations in prices. I can assure you of 
that. 

Mr. Harkins. I see. 

Mr. Krarinc. Even though they were frozen, there were some 
changed ¢ 

Mr. Crarke. There were changes in pr ices in the war, not only the 
prices of the article but also changes in the level of freight rates, 
which is a necessary part. 

Mr. Harkins. Now, these things that are agreed to in fact, do they 
not become incorporated in the reports on which the ICC’s valuation 
is based ? 

Mr. Ciarkr. Not directly, no. They are one of the factors con- 
sidered by the staff in making its recommendation to the Commis- 
sion upon which the Commission, in the exercise of its judgment, fixes 
a valuation. 

Mr. Harkins. Now, when the staff makes a recommendation to the 
Commission, has it not used the various indexes and items that we have 
been discussing / 


Mr. Cuarke. Yes. 
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Mr. Harts. In making those recommendations to the Com- 
mission 

Mr. CrarKe. In making the recommendation of one element, the 
reproduction. 

Mr. Harkins. Yes, sir. That is a very important element in it? 

Mr. Ciarke. Yes; it is very important, but not the only element; 
1 of 4. 

Mr. Harkrns. Has there ever been an instance where the recom- 
mendation as to value submitted by the staff to the Commission has 
not been accepted by the Commission ? 

Mr. Crarxe. I really don’t know, Mr. Harkins. I am not a mem- 
ber of the division of the Commission which passes upon these mat- 
ters, but in all probability they have questioned the staff about some 
of their computations or compilations. 

Mr. Harkins. Mr. Emken—— 

Mr. Emxen. I don’t know of any, Mr. Harkins. 

Mr, Harkins. You have no knowledge. 

Mr. Clarke, under the procedures of the ICC established with the 
API, would you agree or disagree that for all practical purposes the 
carriers determine the valuation that the ICC ultimately promul- 
gates ¢ 

Mr. Criarxke. I couldn't disagree more forcefully with any state- 
ment than I must disagree with that one. 

Mr. Harkins. I see. 

(The minutes for November 6, 1943, are as follows :) 





NOVEMBER 6, 1943. 
Subject : Pipeline conferences—guide prices for 1940, 1941, and 1942 
Memorandum to Mr. Hood: 

The following is a brief record of the various conferences which took place in 
your office on November 2, 3, 4, and 5, 1943, at which time the representatives of 
the Engineering Section of the Bureau of Valuation met with the working com- 
mittee of the American Petroleum Institute to consider the question of guide 
unit prices for various items of property in the pipeline systems for the years 
1940, 1941, and 1942. 


Meeting of Tuesday, November 2, 1943 
The carriers were represented by the following: 


O. M. Rosebrugh, chairman, Gulf Refining Co. 
G. L. Tate, Magnolia Pipe Line Co. 

J. L. Shoemaker, Stanolind Pipe Line Co. 
J. H. Peper, Northern Group of Pipe Lines 
L. E. Davis, Sinclair Refining Co. 

©. H. Lundt, Humble Pipe Line Co. 

J. L. Culbertson, the Texas Pipe Line Co. 
Leo Golding, Gulf Refining Co. 

S. G. Loy, Humble Pipe Line Co. 

G. L. Shanks, Shell Pipe Line Corp. 

W. F. Daniels, Atlantic Pipe Line Co. 


The Bureau was represented by: Louis Hood, valuation engineer, L. H. Allen, 
R. W. Shields, M. J. Cairns, C. W. Gesaway, W. J. Fisher. 

The conference began at 10:40 a. m. Mr. Hood first expressed his apprecia- 
tion for the assistance rendered by certain carriers in making the collection of 
1940846 cost data to be used in part in the ultimate establishing of guide unit 
prices. 

After some preliminary discussion, it was agreed that subcommittees would 
be appointed to split up into groups to work on the various subjects, as follows: 

Line pipe and line pipe fittings: Messrs. Davis, Peper, and Shields, with Mr. 
Daniels joining later in the day. 
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Pipeline construction: Messrs. Tate, Culbertson, Shoemaker, Hansbury, and 
Allen. 

Equipment: Messrs. Lundt, Shanks, Cairns, and Fisher. 

Buildings: Messrs. Lundt, Shanks, and Gasaway. 

Tanks: Messrs. Lundt, Shanks, Gasaway, and Fisher. 

Communication systems: Messrs. Shoemaker, Davis, Patton, and Donahue. 

It was agreed that as some of the first subcommittees completed their work, 
some members might be released to assist on other subjects. 

It was then agreed to adjourn and meet again later, but no definite time was set. 

The meeting adjourned at 11 a. m. 

Meeting of Wednesday morning, November 3, 1943 

This conference, the second of a series, was held in your office, and began at 
10: 20 a. m. 

All of those appearing at the previous meeting on Tuesday, November 2, were 
present, and in addition, Mr. R. W. Patton. 

Mr. Hood stated that equipment and pipeline construction had been agreed to, 
and in a few hours an agreement on line pipe would be reached. 

Mr. Rosebrugh said also that there was still some work remaining on line pipe, 
and Mr. Cairns, who arrived a few minutes later, advised that about 30 minutes’ 
work remained on equipment. 

Mr. Rosebrugh then renamed members to act on certain subcommittees, to 
which Mr. Hood added bureau representatives, as follows: 

Buildings, tanks, and delivery facilities: Messrs. Culbertson, Tate, Shanks, 
Loy, Gasaway, Allen, and Fisher. 

Communication systems: Messrs. Shoemaker, Lundt, Golding, Patton, and 
Donahue. 

Mr. Rosebrugh then stated that after the equipment and line pipe subcom- 
mittees had completed their work, he would distribute members of the carriers’ 
working committee to buildings, tanks, and communication systems subcom- 
mittees, where they could render assistance, and stated that he was of the opinion 
that all work could be completed on Thursday, November 4. 

Mr. Hood stated that Mr. Patton would be available to serve on the communi- 
cation systems subcommittee, and that he wanted this account carried forward 
through the years 1940 to 1942, inclusive, as it had been in the guide price book 
for preceding years. He also said he thought 1942 prices should be considered 
subject to review at the time of the next meeting of the subcommittees, in order 
that any apparent discrepancies that had been discovered might be corrected. 
He felt this way because all of the 1942 data might not be available at this time. 
The committee agreed to this plan. 

A general discussion was then entered into as to the method of pricing electric 
motors. 

Mr. Shanks said, in his opinion, there was too much detail on motors of 100 
horsepower and under, and Mr. Cairns favored putting these motors on one sheet 
and using trends. Mr. Shields wanted unit prices, and Mr. Hood agreed with 
Mr. Shields. Mr. Allen said he did not think it was consistent to price large 
motors on a horsepower basis and those of 100 horsepower and under as “each,” 
and favored the per horsepower method on these as well as the large motors. 

Mr. Hood then stated that while we were after dollars, not pennies, he wanted 
unit prices and wanted the Guide Price book carried forward in the same manner 
as it had been in the past. 

There was no further discussion on this subject and the conference adjourned 
at 10: 40 a. m. to meet later. 

Meeting of Thursday morning, November 4, 1943 

The third conference was held in your office, beginning at 11:30 a. m., with 
all members who had attended the second meeting present, with the exception 
of Mr. Cairns. 

Mr. Rosebrugh stated that all accounts had been agreed to except buildings, 
and they were not able to get together on those. 

Mr. Hood said that he was dissatisfied with the building account; that it was 
low, and always had been—was 10 or 15 percent low when we started in the 1934 
basic; that he and Mr. Shields had talked it over many times; and that he 
wanted the subcommittee to get together and straighten it out, and asked Mr. 
Rosebrugh if he agreed. 

After a general discussion, the members of the subcommittee stated that they 


were unable to determine just where the differences were, and decided to restudy 
the subject of buildings. 
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The meeting adjourned at 12 noon to meet again at 1: 30 p. m. 


Meeting of Thursday afternoon, November 4, 1943 

The fourth meeting was held in your office, beginning at 2 p.m. All members 
who had attended the morning meeting were present except Mr. Patton, and in 
addition, Mr. Cairns attended. 

Mr. Rosebrugh said he had some points he would like to discuss. The first 
one was, that in bringing valuation to date by the long method, he thought there 
should be some provision made to take care of property still in use, so that it 
would not be carried to a too low condition percent. After a general discussion, 
the following was arrived at: 

In order to avoid depreciating any of the items in a group below a reasonable 
condition percent, the decision was reached that in bringing valuations to date, 
a condition percent of 25 be adopted as a minimum to be applied to any individual 
item of property. This percentage will serve to extend the service life of indi- 
vidual items of property whose age approximates the adopted service life for 
this item of property. For items such as furniture, tools, field pumps, fire 
equipment, and instruments and gages, where the property has an average age 
approximately equal to one-half of the average service life and additions and 
retirements roughly balance over a period of years, the total of all such property 
in such a group should be held at the end of each inventory period at a so-called 
normal condition percent of 50. 

Mr. Lundt then raised the question as to whether or not this would be a good 
time to raise salvage value. 

Mr. Hood then sent for Mr. Hansbury to attend the meeting. 

Mr. Hansbury stated that pipeline representatives took the position at the 
original conferences that it cost more to recover the pipe than could be received 
for the salvage, and had agreed on $2 a ton in the basic valuation. Mr. Hans- 
bury thought that the current high scrap prices due to the war condition should 
not change this $2. 

The pipeline representatives then withdrew their objections to the use of $2 
a ton. 

Mr. Rosebrugh then asked as to whether or not the value of secondhand pipe 
should be raised from the present 70 percent of new to some higher figure, as 
reflected by recent studies of the cost of secondhand pipe. 

Mr. Hansbury then wanted to know if these recent studies did not reflect the 
prices prevailing during the war emergency, to which Mr. Rosebrugh replied 
that they did to a certain extent. Mr. Hansbury then stated that pipeline repre- 
sentatives had agreed to 70 percent at the time of the original conferences and 
unless it could be shown that the figures adopted were wrong or that a perma- 
nent change in the relationship had taken place, there should be no change in 
the agreed figures. It was agreed to make no change at present. 

Mr. Rosebrugh then asked whether in bringing valuation to date the short- 
form method was used Mr. Hood replied that in general we had priced units 
from basic valuation through 1937 and by dollar conversion after that. Mr. 
Rosebrugh then wanted to know whether the Bureau would bring the valuation 
to 1942 by dollar conversion or bring it to that date by 1934-period prices; to 
which Mr. Hood replied that it would be done by 1934-period prices. 

Mr. Rosebrugh then wanted to know what would be done in regard to a new 
price level in the event the Bureau had to revalue. Mr. Hansbury replied that 
the 934-period prices would be revised, if necessary. 

Mr. Rosebrugh asked if there was any definite period, such as a 5-year period, 
upon which any new period price would be made. Mr. Hansbury’s reply was 
that there was not: that each individual item would be studied. Illustrations 
of the different price trends of grading, rail, and timber were given, indicating 
why it was necessary to study each item. 

Mr. Rosebrugh said that covered all questions, and asked the committee 
whether there were any other questions. There being none, the meeting ad- 
journed at 3:30 p. m. to meet at 9: 30 a. m. on Friday November 5, 1943. 


Veeting of Friday afternoon, November 5, 1943 

The fifth and final meeting was held in your office, beginning at 1: 40 p. m., 
the meeting scheduled for Friday morning having been postponed. 

The carriers were represented by the following: C. M. Rosebrugh, chairman: 
as. me Shoemaker. J. H. Peper, li. E. Davis, C. H. Lundt, J. lL. Culbertson, Leo 
Golding, 8. G. Loy, G. L. Shanks, W, F. Daniels, 

The Bureau was represented by R. W. Shields, J. N. Hansbury, L. H. Allen, 
M. J. Cairns, G. W. Gasaway, and W. J. Fisher. 
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Mr, Allen presided for the Bureau in the absence of Mr. Hood. 

At this point, Mr. Shields was obliged to leave to attend another meeting. 

The minutes of the preceding meetings were read and approved. 

Mr. Rosebrugh stated that the only subject left was buildings. After dis- 
cussion, the committee agreed that the 1934-period prices on the building account 
were too low, and it was felt that it would be necessary to leave the matter open 
for further study before an agreement could be reached. 

Mr. Rosebrugh then asked if there were any further questions. Considerable 
discussion among members of the committee followed relative to methods of 
bringing valuations to date; but, since the matters discussed were not per- 
tinent to the scope of this committee, they were not recorded. 

Four copies of the typed exhibits and four copies of the minutes are to be 
sent to Mr. Rosebrugh for review. Upon receipt of his approval, multilith 
copies are to be made and the working committee will be supplied with 125 
copies for distribution. 

All business being completed, the meeting adjourned at 3:45 p. m. 

W. J. FISHER. 

Mr. Harkins. Mr. Chairman, I offer for the record all of the 
minutes of the API committee meetings with the ICC staff since 1934. 

Mr. Cuamman. Accepted. 

(The minutes referred to appear at pp. 676 through 815.) 

Mr. Crarke. Let us not overlook the fact that when a valuation is 
determined by the Commission, it is made public and under the 
statute anybody in the world has 30 days in which to protest or ob- 
ject, and in the absence of protests, we have a right to assume that 
the valuation is all right. 

Mr. Keating. Suppose the chairman and I protested. What 
would happen ? 

Mr. Crarke. We would reexamine. 

The CHairnmMan. We are not going to give you that labor. 

Mr. Harkins. What is the difference between the short-form re- 
port for pipeline valuation and the long-form report for pipeline val- 
uation ? 

Mr. Crarke. The short form is the annual valuation. The long 
form is the basic valuation. 

Mr. Harkins. Essentially, what is the difference between those two 
forms of valuation ? 

Mr. Crarke. One is much more detailed than the other, and—do 
you want to elaborate on ont 

Mr. Emxen. Well, the basic or primary valu: ation report goes into 
details as to the results of examining the carriers’ books and all kinds 
of corporate information and a full background of the carrier, 
whereas in the annual valuation we short-cut it down to the bare es- 
sentials necessary to continue the valuation. 

Mr. IHarxtns. Is the only essential difference between the short 
form and the long form the statement of corporate history that is in- 
cluded in the report? 

Mr. Em Ken. Yes. 

Mr, Harkins. It is true, is it not, that the change by the ICC from 
the long form to the short form was made at the request of the API? 

Mr. EmKen. Not tomy knowledge. 

Mr. Harxrns. I show you two documents—— 

Mr. Criarxe. Is that a letter addressed to Commissioner Aitchison? 

Mr. Harkins. Yes, sir. 


Mr. CrarKke. I understand this letter was never answered. 








506 CONSENT DECREE PROGRAM—DEPARTMENT OF JUSTICE 


Mr. Harxins. There is an order attached to it. 

Now, I do not imply that the order was attached to it when it was 
submitted to Commissioner Aitchison, but the letter on top requests 
a change in procedures. 

Mr. Crarke. I can’t answer your question by saying that it was 
done at the request of the API. It was done, and the API made 
such a request. 

Mr. Harxrns. Had there been any other request from any other 
source ? 

Mr. Crarke. No, except it might well have been originated by the 
staff of the Commission. 

Mr. Emxen. Mr. Harkins, we made two changes in our form of 
valuation report in the last 3 years, on our own initiative, to cut 
down work. Just recently our reports were made much shorter than 
they were a couple of years ago, and those are shorter than the ones 
prior. 

Mr. Harxrns. Prior to the date of that letter on November 15, 
1951, from Mr. Shcemaker and Mr. Dow submitting a proposal to 
Commissioner Aitchison, had the staff of the ICC recommended the 
change that is recommended in that letter be accomplished ? 

Mr. Een. I don’t know; I wasn’t there. Maybe Mr. Howser. 

Mr. Howser. I wouldn’t have any way of knowing. 

Mr. Ciarkr. However, it is the policy of the Commission to have 
under constant study the simplification and modification of all re- 
porting forms and every other step of work we have to do in the 
regulation of transportation. 

Mr. Keatine. Hurrah for you. 

Mr. Cuarke. We have made a lot of headway. 

Mr. Keatina. I wish all these people would adopt that practice. 

Mr. Cuiarker. We have accomplished a great deal in that regard. 

Mr. Harkins. At this time you were very overworked; were you 
not ? 

Mr. Crarke. What year was that? 

Mr. Harkins. 1951. You were having a hard time? 

Mr. Ciarke. I understand so; yes. 

Mr. Harxrns. In fact, I think you originated the practice, at that 
time, of bringing in people from industry ? 

Mr. CuarKe. Yes. 

Mr. Harxrns. And at the same time you also started making 
annual valuations? 

Mr. CLarke. Yes. 

Mr. Harkins. For pipelines. 

Mr. Cuarke. Which would be two good motives for adopting a 
short form or simplified form. 

Mr. Harkins. Now, when Commissioner Aitchison received this 
proposal, it would be customary, would it not, for the Commission 
to circulate the proposal to the staff, to secure recommendations from 
the staff in the form of memoranda for consideration of the back- 
ground for an order that was, in fact, subsequently issued on May 
9, 19527 

Mr. Crarxe. I wouldn’t say it would be the custom. It probably 
would be done unless the staff was already working on the thing that 
suggested it. 
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Mr. Harkins. I see. 
Are there any files in the ICC ieee bear upon this conference 
that is referred to in the November 1951, letter from Mr. Dow 


to Commissioner Aitchison, or of the ‘ade that was issued on May 
2, 1952? 

Mr. Ciarke. If there is, you have copies of them. 

Mr. Harkins. In your letter to the chairman you stated that you 
had been unable to find any such files. 

Mr. Ciarke. Yes; and we made a diligent search. 

Mr. Harkins. Do you have any idea of what happened to those 
records of the ICC ? 

Mr. Cuiarke. There must not have been any, or they would still 
be there. 

Mr. Harkins. Mr. Howser, did you find a jacket, where such files 
ordinarily would be kept, in your search ? 

Mr. Howser. I don’t remember finding anywhere those would have 
been ; no, sir. 

Mr. Harkins. In your search for these materials, did you look 
through the places where they customarily would have been ? 

Mr. Howser. I did. 

Mr. Harkins. And you found nothing bearing upon this subject 
at all? 

Mr. Howser. I did not. 

Mr. Harxrns. In those files. 

(The letter, November 15, 1951, and order, May 16, 1952, are as 
follows :) 


AMERICAN PETROLEUM INSTITUTE, 
Washington, D. C., November 15, 1951. 
Hon. CiypeE B. AITCHISON, 
Interstate Commerce Commission, 
Washington, D. C. 


DEAR Mr. COMMISSIONER: I am writing this brief letter to place before you 
the suggestion with reference to pipeline valuation which Mr. Shoemaker and I 
made in conference with you today. 

As you will recall, I have been a member of a small legal advisory committee 
of which the engineering-accounting subcommittee, now under the chairman- 
ship of Mr. Shoemaker, has been working with the Commission in connection 
with pipeline valuation for a considerable number of years. 

The work of pipeline valuation has now proceeded to a point where we feel 
that it can be expedited through simplification with proper protection of the 
public interest and the pipeline companies. All pipeline companies reporting to 
the Interstate Commerce Commission have received final valuation orders down 
to December 31, 1947, except for 6 companies whose valuations are in various 
stages of completion, and for 9 other companies which will be valued as of De- 
cember 31, 1950. 

In view of the large amount of detail work which was involved in bringing 
valuations as of December 1934 down to December 1947, and the fact that 1947 
valuation is so recent, we feel that valuations can be made under a somewhat 
simplified procedure for all companies for the years 1947 to 1950, and for each 
year thereafter. 

In my discussion of this subject with you today I did not undertake to suggest 
the shortened or simplified procedures, but am writing this letter to request the 
Commission to make inquiry of its Bureau of Valuation with respect to the 
feasibility of simplified methods, and if it is found that such methods are feasi- 
ble then to direct the Bureau of Valuation to issue tentative valuations upon the 
procedure that may be decided upon. 

You are, of course, familiar with the special importance to the pipeline com- 
panies of having a latest final valuation for each year. 

Sincerely yours, 
FAYETTE B. Dow. 








5OS CONSENT DECREE PROGRAM—DEPARTMENT OF JUSTICE 


VALUATION 2141 
At a Session of the Interstate Commerce Commission, Division 2, held at its 
office in Washington, D. C., on the 16th day of May A. D. 1952. 


CLYDE B. AITCHISON, WALTER M. W. SPLAWN, J. HADEN ALLDREDGE, 
Commissioners. 


Voted approval of the proposed form of the 1950 Humble Pipe Line Company 
tentative valuation report and that valuation reports for pipeline companies 
subject to Section 19a be prepared annually in the approved shortened form for 
the years subsequent to the latest long-form reports. 

Mr. Clarke, why does the ICC make annual valuations for the pipe- 
lines? 

Mr. Ciarke. It is required by statute. 

Mr. Harkins. Annual valuations? 

Mr. Crarke. Well 

Mr. Harkins. You testified 

Mr. Crarke. It requires us to keep them up to date. 

Mr. Harkins. But you had not kept them up to date in the period 
between 1934 and 1947? 

Mr. Ciarke. We can’t do the impossible when we had no person- 
nel. Obviously, we had to neglect our duties. 

Mr. Harxrns. You do not keep railroad valuations up to date, do 
you? 

Mr. CrarKe. No, sir. 

Mr. Harkins. Why do you not keep railroad valuations up to date, 
if you are required to do it by statute? 

Mr. CuarKke. As I stated earlier this morning, we have been re- 
quested by Congress to keep the pipeline valuations up to date, and 
they have earmarked money for that purpose. 

Mr. Harkins. Now, it is true, is it not, Mr. Clarke, that in addi- 
tion to agreement made at meetings with the API committee, the 
ICC also enters into agreement with particular carriers as to the 
cost elements that are to be used in the carriers’ reports? 

Mr. Crarke. We don’t enter into agreements. We might reach 
an understanding. 

Mr. Harxrns. [ see. 

Does that document indicate there was an agreement made between 
Gulf Refining Co.- 

Mr. CrarKe. Pardon? 

Mr. Harkins. Does that document indicate there was agreement 
reached with the Gulf Refining Co. about the various elements to 
be included in the valuation ? 

Mr. Ciarke. The part you have marked here says it was agreed 
to follow the Bureau recommendations, except the price per lineal 
foot for the 10-inch Mississippi River crossings were increased to $15. 

That really means that the staff concluded that for this particular 
company $15 per foot was the correct price instead of the general 
nationwide price average. 
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(The document referred to is as follows :) 
File: E. S. 
Marcu 6, 1950. 
Subject: Gulf Refining Co., pipeline department, 1947 reproduction cost estimates. 
Mr. W. L. NAYLor, 
Comptroller, Gulf Refining Co., 
Pittsburgh, Pa. 

Dear Str: On March 1, 1950, your representatives, Messrs. Branson, Wilkins, 
Groaniner, and Markey conferred with Messrs. Hansbury and Allen of our 
Engineering Section to consider the Bureau recommendations dated February 
21, 1950, with respect to period prices, service lives, etc., to be used in compiling 
2 1947 estimate of cost of reproduction new and cost of reproduction less de- 
preciation for your pipeline property. Agreements were reached as follows: 


PERIOD PRICES 


It was agreed to follow the Bureau recommendations except that the price 
per lineal foot for the 10-inch Mississippi River crossings were increased to 
$15. 


OVERHEADS 
The recommended allowances for overheads were agreed to as follows: 


Percent 


Engineering ______-_- : se: tess ip sigue aan en es a 1 
General expenditures_ se hd a oes utile ae es acca 1% 


Interest during construction 6 percent per annum for the following interest 
periods: 


| ' 
j 





Valuation sections | Construction Interest 

period period 

| Months | Months 
l,labT-Texas. 10 | 8 

3,3abT-Texas 9 | 744 

1,labT-Oklahoma, 1T-Missouri, 1'T-Dinois, 1T-Indiana, 1T-Ohio 8 | 7 
1T-Kansas, 3G-Texas, 1G-Oklahoma. - 5 5 
5,5acT-Texas 4 | 4 
2,2a'T-Texas, 2,2aT-Louisiana, 1T-Arkansas, 1,labG-Texas, 2,2abG-Texas 3 3 
All other sections 2 2 


USE TAXES 
The following allowances to be added for use taxes: 
States of Kansas, Louisiana, New Mexico, and Oklahoma: 2 percent on ac- 


counts 103, 153; 104, 154; 109, 159; 114 and 184, and 1 percent on accounts 106, 
156 ; 107, 157 ; 108, 158 ; 110, 160; 111, 161; 112, 162; 113, 163; 116, 166; and 186. 
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SERVICE LIVES 


Service lives in years were agreed upon as follows: 


Trunk Gathering 
Account No. Item ia 2 
New |S.H.| New |S8.H. 
103, 153 | Steel line pipe (see note) 35 35 25 20 
104, 154 | Line pipe fittings ( ( (: (1) 
105, 155 | Pipeline construction (1) ( @) 
106, 156 | Brick buildings__. 50 40 
Steel-frame buildings 40) 30 
Wood-frame buildings 35 25 
Station grounds. _. 235 25 
107, 157 | Boilers 25 25 
108, 158 | Diesel and steam engines 30 20 25 20 
Plunger pumps 30 20 25 20 
Large electric motors 25 20 25 20 
Portable type units, high speed engines, centrifugal or pis- 
ton pumps. --- 15 10 15 10 
Miscellaneous units 20 15 20 15 
109, 159 | Machinery and tools 225 295 
110, 160 | Oil lines and manifolds 35 25 25 20 
Service lines 25 20 25 20 
All other items .. 225 2 25 
111, 161 | Steel tanks, 5,000 barrels and over 35 25 35 25 
Steel tanks, under 5,000 barrels 5 20 20 15 
112, 162 | Loading racks 230 230 : 
Railroad tracks 2 30 2 30 . 
Other items ( } (’) 
113, 163 | Pole lines and fixtures 2 35 225 
Copper wire, bare KO) 50 _ 
Iron wire, cable, conduit 30) 30 v 
Apparatus and tools 25 20 
114, 164 | Furniture . 230 2 30 
115, 165, 185 Autos and trucks 5 25 
Other equipment 215 215 
116, 166, 186 | Cathodic protection and miscellaneous : 2 20 2 20 


1 Follow pipe. 
2 Depreciate to 50 percent minimum, 
3 As in other statements. 


The Bureau reserves the right to modify the service life of new line pipe in 
trunklines when bringing valuations to date if data indicates the agreed life of 
35 is incorrect. 

SALVAGE VALUES 


Allowances for salvage are as follows: 

Account 103,153, new steel pipe, 20 percent as second hand. 
Account 111,161, steel tanks, 5 percent as scrap. 
Account 113,163, bare copper wire, 25 percent as scrap. 

It is our understanding that cost of reproduction estimates based on the fore- 
going and as checked on BV Forms 590 by your representatives wil be acceptable 
to your company. Please confirm this. 

If you desire a photostatiec copy of the details of the pricing and extensions 
on BV Form 590 will you kindly make a request in duplicate for such copy 
and authorize us to bill your company for the expense. 

Very truly yours, 
G.S.D., Director. 


Mr. Harkins. It is also true, is it not, that the ICC has changed 
the date of its annual meetings with the API committee, in order 
that the information obtained by the carriers at the annual price 
meeting could be used for purposes of reporting to the Attorney Gen- 
eral, pursuant to the Atlantic Refining consent decree ? 

Mr. Ciarke. I think so; yes. 

Mr. Harkins. I offer a document dated November 8, 1950. 

(The document referred to is as follows :) 
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NOVEMBER 8, 1950. 
Mr. Georce 8S. DouGLas, 
Director, Bureau of Valuation, 
Interstate Commerce Commission, Washington, D. C. 


Dear Mr. Doveias: Valuation Order No. 26 requires the carriers to furnish 
your office with price data for materials and cost of construction by March 31 
of each year. However, it has been customary to grant extensions of 90 days 
to many of the carriers and, in some instances, additional extensions have been 
granted. This means that the prices and annual and period indices cannot be 
made available until late in the year following that for which prices are sub- 
mitted. 

Companies under the consent decree are required to use valuations as of the 
close of the preceding year for the purpose of measuring dividends and any 
amount of excess earnings to be earmarked during the current year. It is 
therefore, necessary that price indices be made available as early as possible 
in the current year to facilitate the financing problem of these carriers. 

One way to accomplish this would be to insist on compliance for filing by the 
end of the first quarter and if this were done, we could have our price meeting 
around May of each year, instead of September, as we did last year. Some relief 
might also be afforded by permitting the carriers to make the reports for Novem- 
ber to November, rather than for the full calendar year, unless they had some 
major construction in December which might substantially influence prices for 
the year under consideration. 

We would like to have your ideas on this matter as to how these results 
could be accomplished without a modification of your present order, however, 
if that seems necessary, I believe most of the carriers would be agreeable to any 
reasonable modification which would permit obtaining these data early in the 
current year. 

Yours very truly, 





Chairman, Engineers-Accountants Valuation Subcommittee. 


Let me ask you one question here about a series of documents relat- 
ing to the Sun Pipe Line Company of Illinois. My general question 
is this: 

Does the Interstate Commerce Commission make valuations on 
pipelines at the request of the pipeline company ¢ 

Mr. CLtarke. You mean, in addition to its annual valuation ? 

Mr. Harkins. No, sir. 

Does the determination as to whether or not there is to be an ICC 
valuation made on particular pipelines—is that determination de- 
pendent upon a request from the pipeline company concerned ? 

Mr. Ciarke. No. 

Mr. Harkins. I show you a document dated October 4, 1955. 

Mr. Ciarke. Yes. Now, this isa—— 

Mr. Harkins. That is a complete file taken from the ICC. 

Mr. Crarke. As I understand it, this is a company that just came 
under the jurisdiction of the Interstate Commerce Commission and 
its properties had never been evaluated by the Commission. 

Mr. Harkins. Are there any procedures in the Commission for 
picking up the companies that Just come under the ICC jurisdiction ? 
In this instance, it was brought to the Commission’s attention by the 
company concerned, was it not ? 

Mr. EmxKen. Well, Mr. Harkins, when an oil pipeline company 
starts operating, they must have tariffs on file, and when tariffs are 
on file, we are notified and we immediately arrange to get a valuation 
of that company, if it is a new company. 

Now, here is an intrastate proposition that evidently was over- 
looked, but it is part of the company’s system, and that 1s the reason 
we got the valuation on it. 
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Mr. Harkins. I would point out that this particular company had 
been filing reports to the Attorney General, pursuant to the consent 
decree, in which its valuation had been based as $24,902. It listed 
as a valuation to the Attorney General in that amount, $24,902. 

Now, subsequent to the report of the Attorney General, the Sun 
Pipe Line Company of Dllinois requested the ICC to establish a 
valuation. 

Mr. Cuarke. And since we had not previously done so, we under- 
took the job and completed it. 

Mr. Harxrns. And as a result of the Commission’s actions, the 
pipeline’s report, subsequent report, to the Attorney General shows 
that value to be $192,900. Was there any difference in the carrier's 
properties as of the date of its first report to the Attorney General 
or the report to the Attorney General for the year 1954, and the 
report to the Attorney General for the year 1956 ? 

Mr. Ciarke. I abo t know. 

Mr. Harkins. Was there any change / 

Mr. Crarke. But you have a copy of our valuation report for this 
company. 

Mr. Harxrns. Yes, sir. 

Mr. Crarke. It explains all the details and all the elements we 
considered in exercising our judgment in fixing the valuation of the 
property. 

Mr. Harkins. What we are trying to understand is the reason for 
the discrepancy between the $ $24,000 reported to the Attorney Gen- 
eral as valuation, and the $192,000 valuation made by the ICC. 

Mr. Cuarke. I am the wrong one to ask that question of. I don’t 
know on what basis the company made its report to the Attorney 
General. All I know is what the Commission did, and it is set forth 
in the report which you have in your hand. 

Mr. Harxrns. In this instance, however, it would appear that the 
ICC’s valuation was approximately $170,000 higher than the com- 
pany’s own valuation. 

Mr. Cuarke. Perhaps it is; I don’t know. 

Mr. Harkins. Would you care to study these documents ? 

Mr. Ciark. No. I don’t see any point in it. 

The Commission exercised its Judgment, issued a valuation report, 
which you have there, and that is what I stand on. What they have 
reported to the Attorney General or anybody else as to the v: alue of 
their property is their business. 

Mr. Harxrns. I see. 

(The Sun Pipe Line documents follow :) 








CONSENT DECREE PROGRAM—DEPARTMENT OF JUSTICE 513 


Sun Pipe Line Company of Illinois report to the Attorney General of the United 
States for the calendar year 1954 (civil action No. 14060) 


Tentative valuation of property owned and used for common-carrier pur- 


Hoses ae Of Jaw. 1; TOG! a a ae eee _ $24, 902 

7 percent of tentative valuation... 2.0. Ui sce Sl La $1, 743 
1954 earnings from transportation available for distribution __ Peta) .. $29, 554 
Excess earnings transferred to restricted surplus__._-__-------~- $27, 811 

1954 income from sale of carrier property____------------------------ $30, 233 
Debits to restricted surplus account during year____-------_--------- None 
Excess carnings retained....._................-..422..6 Jee $27, 811 
Balance in restricted surplus ace count § as of Dee. Gh, OCB es $34, 372 
Do sok eth PE SS Sate Sek Steal SS habla doles dads ls bw it ts wena date $62, 183 
Dividends paid, 1954_ secs hin wn ional te eas tags vlan dpe None 
Stockownership- _Shipper- -owner ot RAL oe 2.2. Jpereents. 100 


Sun Pree LINE COMPANY OF ILLINOIS, 
Philadelphia, Pa., October 4, 1955. 
Mr. C. W. EMKEN, 
Director, Bureau of Accounts, Cost Finding and Valuation, 
Interstate Commerce Commission, Washington, D. C. 

Deak Mr. EMKEN: We have a gathering system operated wholly within the 
State of Illinois which collects crude oil and delivers it into tanks of the Ohio 
Oil Co. at Centerville, Il. The oil is then delivered by pipeline operated by the 
Ohio Oil Co. to the Sun Oil Co. retinery at Toledo, Ohio. 

The Interstate Commerce Coiumission has never placed a valuation on this 
property nor have we filed an inventory for that purpose. 

We now believe it would be advantageous to us to have a valuation. It is 
possible that the operations of this system is within the jurisdiction of the 
Interstate Commerce Commission. 

This opinion was confirmed by Mr. Shields in conversation last Friday so if 
you concur, we believe the procedure is to have an order served on us to file an 
inventory. 

Since changes during the year 1955 have been negligible, it would be appre- 
ciated if we were permitted to file as of December 31, 1954, and receive a 
valuation of that date. This would enable us to take advantage of the distribu- 
tion of 1955 earnings under the consent decree. 

Sincerely yours, 
W. F. Yorry, Comptroller. 


OcrToBER 5, 1955. 
Mr. W. F. Yorry, 
Comptroller, Sun Pipe Line Company of Illinois, 
Philadelphia, Pa. 

Dear Mr. Yorry: By direction of the Commission, Division 2, I wish to advise 
that the pipeline property of the Sun Pipe Line Company of Illinois will be 
valued as of December 31, 1954, as provided by section 19a of the Interstate 
Commerce Act. In order to make the necessary underlying data available to the 
Commission you are requested to comply with valuation orders 26—revised issue, 
27 and 28, copies of which are enclosed, as hereinafter provided. 

Order No. 26—-revised issue prescribes instructions to govern the filing of 
maps, Charts, and schedules. Order No. 27 prescribes the manner in which the 
complete inventory of the property, except land, showing the quanities, units, 
class, Kinds, and condition thereof, shall be ascertained and recorded. Order 
No. 28 prescribes the manner in which the complete inventory, including land, 
shall be summarized, and the manner of preparing the accompanying original 
cost statement, as well as supplemental subschedules, and reports. 

In the preparation of schedules BV Forms 623, 625, and 626 of valuation order 
No. 26, reference to subschedules BV Form 588-R, subschedule LP revised 
(sec. 160.102), BV Form 588-R, subschedule MP revised (sec. 160.108) and BV 
Form 626-R (sec. 160,626) will be considered as compliance with the provisions 
of the order requiring reporting on these forms. 


98505—57—pt. 1, vol. 1 34 
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In the preparation of BV Form 627, valuation order No. 26 (sec. D, machinery 
and equipment) for the account specified on page 13 of the instructions to govern 
the preparation of the data, the reporting of representative major purchases for 
the years 1950-54, together with the additional information called for on the 
form, will be considered as compliance with this part of the order. 

In reporting under valuation order No. 26—revised issue, section E, prices of 
materials, construction cost, and rates paid labor on BV Forms 628 to 633, 
inclusive, the years 1950-54 shall be substituted for the years 1929-34 specified 
in the order. 

The information required by these orders shall be prepared in conformity with 
the accompanying instructions and sample notes and filed with the Commission 
not later than December 1, 1955. 

On page 1 of valuation order No. 26—revised issue, section A, specification for 
the preparation of maps, will be found instructions regarding the establishment 
of valuation sections. 

Before proceeding with the preparation of the data called for by the order, it 
will be necessary for you to submit for approval tentative statement of these 
sections. This statement should be prepared in tabular form, separated between 
trunk and gathering lines, and should show the following information: 
Proposed valuation section. 

Main line or branch line. 
Location—from and to. 
Pipeline mileage. 
5. Number and size of pipelines. 
6. Location of pumping stations. 

The classification of property provided for in valuation order No. 27, page 2, 
shall be adhered to in preparing the statement, and it should be accompanied 
by a small-size map, about 11 by 17 inches. 

If you have property coming under the following classification, please furnish 
copies of all leases or agreements at the time you submit your proposed valuation 
section statement : 

1. Property of your company used exclusively by other companies or indi- 
viduals under lease. 

2. Property of other companies or individuals used exclusively by your 
company under lease. 

3. Property jointly owned or used by your company with others. The pro- 
portion of ownership of each interested party should be indicated. 

Kindly acknowledge receipt of this order and enclosures. 

Sincerely yours, 


pub 92 to 


a) 


C. W. EmMKEN, Director. 





Sun Pree Line CompANny oF ILLINOIS, 
Philadelphia, Pa., October 11, 1955. 
Mr. C. W. EMKEN, 
Director, Bureau of Accounts, Cost Finding, and Valuation, 
Interstate Commerce Commission, 
Washington, D.C. 


DeAR Mr. EMKEN: This will acknowledge receipt of your letter of October 5, 
together with copies of orders 26, 27, and 28, which you have served on us re- 
questing that reports be filed by December 31, 1955. 

We will prepare the preliminary information pertaining to valuation section 
promptly. In the meantime, we shall appreciate your sending us about 300 copies 
of BV Form 313 and 300 copies of BV Form 68R used in the preparation of the 
data required. 

We thank you for your prompt consideration to our request for a valuation 
of property on this line. 

Very truly yours, 
W. F. Yorry, Comptroller. 


OcTOBER 12, 1955. 
Mr. W. F. Yorry, 
Comptroller, Sun Pipe Line Company of Illinois, 
Philadelphia, Pa. 
DEAR Mr. Yorty: We are today sending you, under separate cover, the BV 
forms 313 and 68-R requested in your letter of October 11, 1955. 
Sincerely yours, 


C. W. EMKEN, Director. 
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MARCH 7, 1956. 
Mr. W. F. Yorry, 
Comptroller, Sun Pipe Line Company of Illinois, 
Philadelphia, Pa. 

Dear Mr. Yorty: This is to remind you that the date for filing the returns to 
valuation orders Nos. 26, 27, and 28 for the Sun Pipe Line Company of Illinois 
is long past due. 

Our Engineering Section is ready to proceed with the preparation of a report 
on these properties, and we should appreciate receiving the data at your earliest 
convenience. 

Sincerely yours, 
C. W. EMKEN, Director. 


Sun Pree LINE COMPANY OF ILLINOIS, 
Philadelphia, Pa., May 29, 1956. 
Mr. C. W. EMKEN, 
Director, Bureau of Accounts, Cost Finding, and Valuation, 
Interstate Commerce Commission, Washington, D.C. 


DeaR Mr. EMKEN: In response to your request for the filing of data under 
valuation orders Nos. 26, 27, and 28, with respect to the valuation of the prop- 
erty of Sun Pipe Line Company of Illinois, we enclose the following maps, notes, 
and inventory of carrier property of this company as of December 31, 1954. This 
material consists of the following: 

Order No, 26: Corporate history and development, right-of-way maps, and 
cost sheets, 

Order No, 27: Chaining notes, structural notes, mechanical notes, and spe- 
cial notes. 

Order No. 28: Inventory showing original cost reported on BV form 590. 

If you find these reports incomplete or inadequate, please advise what is needed 
to complete the required data. 

Sincerely yours, 


W. F. Yorry. 


JUNE 5, 1956. 
Mr. W. F. Yorry, 
Comptroller, Sun Pipe Line Company of Illinois, 
1608 Walnut Street, Philadelphia, Pa. 

Dear Mr. Yorty: We are returning herewith by registered mail the field in- 
ventory notes prepared in response to valuation order No. 27 for the Sun Pipe 
Line Company of Illinois, which you forwarded with your letter of May 29, 1956. 

Our usual office review indicates that the notes are quite complete and that very 
little, if any, additional information is needed. 

Kindly retain these notes until such a time as we can review the information in 
the field. This will probably be about July 15, but we will advise you of the 
exact date later. 

Please accept our thanks for the careful manner in which these notes were 
prepared. 

Sincerely yours, 
C. W. EMKEN, Director. 


AUGUST 29, 1956. 
Mr. W. F. Yorry, 
Comptroller, Sun Pipe Line Co., 
1608 Walnut Street, Philadelphia, Pa. 


Dear Mr. Yorty: Our engineering section has completed the pricing and com- 
putations on B. V. forms 590 filed by your company on the Sun Pipe Line Company 
of Illinois. We suggest that you send a representative to Washington as soon as 
convenient, preferably in the first or second week of September, to review the 
pricing and assist in completing the engineering section’s report on this property. 

Please advise us of the date your representative will arrive. 

Sincerely yours, 
C. W. EMKEN, Director. 








516 CONSENT DECREE PROGRAM——-DEPARTMENT OF JUSTICE 


Sun Prive LINE COMPANY OF ILLINOIS, 
Philadelphia, Pa., April 11, 1957. 
Mr. Haroitp D. McCoy, 
Secretary, Interstate Commerce Commission, Washington, D.C. 

DreaR McCoy: We are attaching a copy of our report which has been submitted 
to the Attorney General of the United States in connection with paragraph VIII 
of Civil Action No. 14060. 

This covers the cale ndar year 1956. 

Very truly yours, 
W. F. Yorry, Comptroller. 


SUN Pree LINE COMPANY OF ILLINOIS 


Report to the Attorney General of the United States for the calendar year 1956 
(Civil Action No. 14060) 


Tentative valuation of property owned and used for common-carrier 





purposes as of Jan. 1, 1056... ...........-..- ce ae ee ee $192, 900 

7 percent of tentative valuation_-_-_ Binet Daa atet 18, 503 
1956 earnings from transportation availi able for distribution __ were 
Excess earnings transferred to restricted ‘surplus accounts___________ 8, 459 
Balance in restricted surplus Dec. 31, 1955__-_______-_- : 40, 627 
Balance in restricted surplus Dec. 31, 1956 49, O86 

Doe vm) perm 2 Eo ke SERS ALE ee art = eo 34, 000 
Stock ownership, shipper-owner__-_-~- site meee aaniceie ne. 100 


Report to the Attorney General of the United States for the calendar year 1955 
(Civil Action No. 14060) 


Tentative valuation of property owned and used for common-carrier 








SCIEN WAI AOE GRIN ss ci es tani ees akties Kao G4 O20 

7 percent of tentative valuation___-_~_- clases ik are i 282 
i: 155 earnings from transportation available for distribution alte oc tabaaees 28, 404 
Excess earnings transferred to restricted surplus account__------~- Je. ee 
Balance in restricted surplus Dec. 31, 1954___-__--_--_--~- pe 5 OL Paw iba. ©). 
Balance in restricted surplus Dec. 31, 1955___------- hie ae SRST 
Dividends paid __--~- Ue, capi Gss htt ill abilant einai iain tt eaacebel ecakt. easinn None 
Steck aquwnership, shigperowner. 6.6 66i5e 61 ke eee percent__ 100 


Report to the Attorney General of the United States for the calendar year 1955 
(Revised 1956) (Civil Action No. 14060) 


Valuation of property owned and used for common-carrier purposes as 














a a alcatel ia te neice hence bie laembiniiniae . $190, 600 
EE Te. WR iad hilt pith in eines ct tna nina peices tesa cx aonsitia abies 13, 342 
1955 earnings from transportation available for distribution___.._~~- 28, 404 
Excess earnings transferred to restricted surplus account__--_----~~-- 15, 062 
Balance in in restricted surplus Dec. 31, 1954-------_--_------------- 25, 565 

Balance in restricted surplus Dec. 31, 1955.----_-------------- 40, 627 
I I i cowie ede hee lade en diet None 


Bie SE, CD NCT- DRO ...0enieenenenmaennnncné percent__ 100 
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Report to the Attorney General of the United States for the calendar years 1950 
through 1954—(civil action No. 14060), revised Sept. 30, 1955 








1950 1951 1952 1953 1954 
Tentative valuation of property owned and used for common- 
carrier purposes as of Jan. 1 $53, 174 $37, 067 |$23, 169 
7 percent of tentative valuation 3, 722 2, 595 1, 622 
Earnings from carrier property services 6, 388 2, 199 
Net earnings less than 7 percent of valuation 396 
Net earnings in excess of 7 percent of valuation 2, 666 None | 21,940 | 23,973 58, 043 
Less 
imount applied to under earned—year 1947 | 2, 666 
Amount applied to deficit—year 1945 $16, 320 
Amount applied to under earned—year 1949 -- 5,224 
{mount applied to under earned—year 1951 396 
21, 940 
| 
iount applied to deficit—year 1945 . 2,412 
Amount applied to deficit—year 1946 16, 410 
Amount applied to deficit—year 1947 5, 151 
ae 3, 973 
Ar ipplied to deficit—yvear 1947 10, 433 
Al applied to deficit—year 1948 -- $127 
Arnmount applied to deficit—year 1949 13, 919 
32, 479 
I earnings transferred to restricted surplus account_- None None None None 25, 564 
Debits to restricted surplus during the year None None None None | None 
Excess earnings retained None None None None 
Balance in restricted surplus account as of Dec. 31 None | None | None| None 
Dividends paid to shipper-owner during the year_- None | None None None 
Stockownership—shipper-owner percent 100 100 100 100 





B-1570 
INTERSTATE COMMERCE COMMISSION 


VALUATION Docket No. 1376 
Sun Piee LINE COMPANY OF ILLINOIS 
Decided October 19, 1956 


Final value for ratemaking purposes of the property of the Sun Pipe Line 
Company of Illinois, owned and used for common-carrier purposes, found 
to be $190,600 as of December 31, 1954 


REPORT OF THE COMMISSION 
DIVISION 2, COMMISSIONERS FREAS, WINCHELL, AND MURPHY 


By DIVISION 2: 


The Sun Pipe Line Company of Illinois, hereinafter called the carrier, 
is a corporation of the State of Illinois. It is controlled by the Sun Oil Company 
through ownership of the outstanding capital stock. 

Location and general description of property and operations.——The carrier 
owns and operates 44.106 miles of crude oil gathering pipelines in White and 
Hamilton Counties, Ill. The property was constructed in 1940 and operations 
began about July 15, 1940. 

During the year ended on date of valuation the carrier transported 866,854 
barrels of crude oil. 

Capital stock and long-term debt.—The carrier has outstanding on date of 
valuation a total par value of $100,000 in common stock. It has no outstanding 
long-term debt. 

Results of corporate operations.—For the period July 15, 1940, to date of 
valuation, the aggregate operating expenses have been 81.34 percent of the operat- 
ing revenues, and for the period of 5 years ended on date of valuation, 69.81 
percent. The ratios of operating expenses to operating revenues, and the net 
pipeline operating income for the years ended December 31, 1950 to 1954, inclu- 
sive, have been, respectively, as follows: Year 1950, 83.35 and $9,631; 1951, 89.26 
and $2,648 ; 1952, 72.72 and $23,562; 1953, 59.00 and $25,701, and 1954, 51.02 and 
$19,885. During the period July 15, 1940, to date of valuation, the carrier declared 
dividends payable in cash aggregating $43,800, of which $29,180 was charged to 
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income and $14,620 to surplus. The years declared and the rate per annum on 
$100,000 par value capital stock outstanding were: 1941, 30 percent, and 1944, 
13.8 percent. 

Oirigial cost to date.—The orginal cost of the common-carrier property owned 

and used by the carrier on date of valuation, as detailed in appendix 2, is 
268,561, including $5,034 for rights-of-way. 

Investment in carrier property.—The investment of the carrier in carrier 
property, including rights-of-way, no land being owned, on date of valuation, 
is stated in its books as $268,396. If adjustments were made as indicated by 
our accounting examination, this amount would be reduced to $267,043. Further 
information will be found in appendix 2. 

Cost of organization.—The accounts of the carrier do not record, as such, any 
investment in cost of organization on date of valuation. If adjustments were 
made as indicated by our accounting examination, there would be included 
in this account $1,518. Further information will be found in appendix 2. 

Cost of reproduction new and cost of reproduction less depreciation.—The 
cost of reproduction new and cost of reproduction less depreciation of all prop- 
erty, other than rights-of-way and material and supplies, owned and used by 
the carrier on date of valuation, are $416,590 and $203,548, respectively. 

These amounts, classified in conformity with the uniform system of accounts 
for pipelines as prescribed by us, are shown in the summary in appendix 1. 

The prices used in arriving at cost of reproduction were determined from a 
study of costs prevailing over a period of years both prior and subsequent to 
date of valuation. 

Cost of lands at time of dedication to public use and their present value.—The 
carrier neither owns nor leases any land. 

Cost of rights-of-way at time of dedication to public use and their present 
value.—The carrier owns, through easements, and uses for common-carrier 
purposes certain rights-of-way in Illinois, the original cost of which, as sup- 
ported by accounting records, and the present value represented by the unamor- 
tized portion of the original cost assignable to the unexpired service life of the 
rights-of-way on date of valuation, are $5,034 and $1,963, respectively. 

Property held for purposes other than those of a common carrier.—The ac- 
eounts of the carrier do not record, as such, any investment in miscellaneous 
physical property on date of valuation. It owns and holds cash on hand and 
material and supplies in the amount of $174,034, of which $3,600 is necessary for 
its use as working capital, and that sum is, therefore, included in the final value 
stated elsewhere in this report. The remainder, $170,434, is held for noncarrier 
purposes. 

Aids, gifts, grants, and donations.—The carrier reports that it has received 
no aids, gifts, grants, or donations, and none were found of record. 

Material and supplies.—The investment of the carrier in material and supplies 
on date of valuation is stated in its books as $1,073. 

Final value.—After careful consideration of all facts herein contained, includ- 
ing appreciation, depreciation, going-concern value, working capital, and all 
other matters which appear to have a bearing upon the value here reported, the 
value, for ratemaking purposes, as of December 31, 1954, of property owned and 
used by the carrier for common-carrier purposes is found to be $190,600. 

The sum of $3,600 is included in the value above stated as owned and used on 
account of working capital, consisting of cash. 

No other values or elements of value to which specific sums can now be 
ascribed are found to exist. 

Appendixes.—Attached hereto and made a part hereof are appendixes 1, 2, 
and 3. 

Appendix 1 gives the explanatory text and summary showing the mileage, and 
the classification of the cost of reproduction new and cost of reproduction less 
depreciation, above set forth, in conformity with the classification of expenditures 
for investment in carrier property prescribed by us. 

Appendix 2 shows in detail the history and organization of the carrier, moneys 
received by reason of the issue of capital stock and other securities, the net 
and gross earnings, the development of fixed physical property, investment in car- 
rier property, original cost to date of common-carrier property, the general 
balance-sheet statement, and other pertinent information. 

Appendix 3 is a statement of the methods for determining working capital. 

Reference is made to appendix 4, Ajaw Pipe Line Corporation, 50 Val. Rep. 1, 
which is hereby made a part hereof, for a statement of the methods employed 
and of the reasons for the differences between the various cost values reported. 
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The details respecting the figures here reported are on file in the valuation 
records of the Commission, open to public inspection, and subject to the direction 
of Congress. These details are referred to for greater particularity as to the 
matters herein stated. 

An appropriate order will be entered. 


APPENDIX 1 
MILEAGE 


The pipelines of the carrier, wholly within the State of Illinois, all classified 
as gathering lines, aggregate 44,106 miles. 


PHYSICAL CHARACTERISTICS OF PROPERTY 


All lines are laid with screw-end lapweld pipe, 23 percent 6-inch, 54 percent 
4-inch, 20 percent 3-inch, and 3 percent 2-inch, with the usual fittings, such as 
valves, tees, ells, et cetera. 

Pipeline construction includes the cost of hauling and stringing pipe, ditching, 
lining up and connecting, lowering, backfilling, installing, river crossings and 
castings and vents at railroad and highway crossings, and the cost of damages 
to crops, timber, et cetera. 


ENGINEERING AND GENERAL EXPENDITURES 


Engineering has been estimated at 1 percent on accounts 103 to 116, inclusive, 
but excluding allowance for general expenditures and interest. 

General expenditures have been estimated at 1144 percent on accounts 103 to 
116, inclusive, and on allowance for engineering, but excluding allowance for 
interest. 

Interest during construction has been estimated at the rate of 6 percent per 
annum for a construction period of 2 months on accounts 108 to 116, inclusive, 
and on allowance for engineering and general expenditures. 


SUMMARY 


Owned and used for common-carrier purposes 


i 


Cost of | Cost of repro- 
Account Classes reproduc- | duction less 
tion new | depreciation 


GATHERING LINES } 





103 | Line pipe $190, 484 $98, 177 
104 | Line-pipe fittings 15, 035 | 5, 864 
105 | Pipeline construction 82, 890 32, 328 
106 | Buildings 15, 208 | 7, 076 
108 | Pumping equipment--- 47,811 | 25, 349 
110 | Other station equipment-_-- 12, 015 | 4, 403 
111 | Oil tanks 24, 422 | 14, 551 
114 | Office furniture and equipment. 444 | 240 
115 | Vehicles and other work equipment-_- 14, 037 | 8, 581 
116 | Other property and overheads. 14, 244 | 6, 979 

Total ‘ ee ee 416, 590 | 203, 548 


APPENDIX 2 
INTRODUCTORY 


The carrier is a corporation of the State of Illinois, having its corporate office 
at Chicago, Il, and its general office at Philadelphia, Pa. It is controlled by the 
Sun Oil Company through ownership of the outstanding capital stock. The 
records do not indicate that the carrier, itself, controls any common-carrier 
corporation. 

The property of the carrier has been operated by its own organization during 
its entire life. 

CORPORATE HISTORY 


The carrier was incorporated June 12, 1940, under the Business Corporation 
Act of the State of Illinois. The purpose or purposes for which the corporation 
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is organized are to lay, construct, purchase, lease or otherwise acquire, hold, own, 
improve, install, maintain, and operate a pipeline system for public use generally, 
as well as for the use of the corporation, of pipe or pipes, conduits and mains, with 
trunklines, branches therefrom, and connecting lines thereto, and any and all 
machinery, appliances, apparatus, and equipment necessary or convenient to said 
pipeline system for public use and business of the corporation generally ; to lay, 
construct, purchase, lease or otherwise acquire, hold, own, improve, maintain 
and operate, sell, lease, remove, or otherwise dispose of pipe or pipe, conduits, 
pipelines, and pipeline systems for the transportation of petroleum, oil, and any 
and all refinements and byproducts thereof; to purchase or otherwise acquire, 
exchange, store, transport, and sell, or otherwise dispose of such commodities fo1 
the account of the corporation and for the account of others, and, in general, 
to engage, transact, and do the business of a pipeline company necessary or con- 
venient to the operation of a pipeline system; to purchase, lease, or otherwise 
acquire, construct, install, maintain and operate, sell, lease, remove, and other- 
wise dispose of storage tanks, tank cars, tank wagons, barges, ships, tankers, 
pumps, pumping stations, and all other machinery, appliances, apparatus, and 
equipment necessary or convenient for use in receiving, storing, holding, ex- 
changing, purchasing, acquiring, selling, transporting, measuring, or discharging 
such commodities and for other purposes. 
The date of organization was June 14, 1940. 


DEVELOPMENT OF FIXED PHYSICAL PROPERTY 


The owned pipeline of the carrier on date of valuation, aggregating 44.106 
miles of gathering lines located in White and Hamilton Counties in the State of 
Illinois, was acquired by construction, 17.290 miles in 1940, 10.210 miles in 1942, 
14.170 miles in 1948, and 2.436 miles in 1949-54. The carrier owns no trunklines. 

In addition to the above, the carrier acquired by purchase in 1948 approxi- 
mately 79 miles of gathering lines, wholly within the State of Oklahoma, all of 
which was sold to the Mid Continent Pipe Line Company prior to date of 
valuation. 

HISTORY OF CORPORATE FINANCING 


Syndicating, banking, and other financial arrangements.—The records of the 
earrier do not indicate any syndicating arrangements. 

Capital stock.—The authorized capital stock of the carrier, originally $10,000 
par value, shares $10 each, classified as common, was increased to $100,000 par 
value July 17, 1940, all of which has been issued at par for cash and is actually 
outstanding on date of valuation. 

Short-term notes.—Short-term 2-percent demand notes aggregating $75,000 
were issued by the carrier for cash, all of which have been reacquired and retired 

with cash. 





RESULTS OF CORPORATE OPERATIONS 


The results of corporate operations, as shown in the income and surplus 
accounts of the carrier, are given below. 

Income statement.—A condensed summary of the income accounts for the year 
1954 and the period July 15, 1940, to date of valuation, follows: 


| 
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Year Period 


Operating income: 
Operating revenues ail $131, 698 $1, 616, 093 
Operating expenses cate 67, 195 1, 314, 600 


Wot ce wamtte Get GRTOCIONE 6 nein 3 piss ce dseseb wes use ds dk 64, 503 301, 493 


Pipeline taxes 


Income and excess-profits taxes sian 33, 680 101, 369 
Other taxes 7 snapniiel 10, 938 138, 001 
‘Total pipeline taxes- - . ine 44,618 239, 370 
Total operating income 19, 885 62, 123 

Other income 
Interest income -_- 59 
Miscellaneous income 1,010 
Total other income 1, 069 
Total income ise 19, 885 63, 192 
Miscellaneous deductions from total income, miscellaneous income charges. - 4, 507 
Income available for fixed charges : 19, 885 58, 685 
Fixed charges, interest on unfunded debt 1, 496 
Net income 19, 885 49, 189 
Disposition of net income, dividend appropriations of income 29, 180 
Income balance : 19, 885 20, 009 


An examination shows that, under the present classification of accounts, 
$1,518 recorded in operating expenses in 1940 representing organization ex- 
penses would be includible in general balance sheet account cost of organization, 
and $2,797 recorded in surplus accounts as a miscellaneous credit would be 
includible in the income statement for the period as an item deductible from 
pipeline taxes. If the income accounts of the carrier were adjusted to give 
effect to these amounts, the credit balance transferable to surplus would be 
increased by $4,315, or to $24,324. 

For the period July 15, 1940, to date of valuation the aggregate operating 
expenses have been 81.34 perceat of the operating revenues and for the period 
of 5 years ended on date of valuation 69.81 percent. The ratios and pipeline- 
operating income for the years ended on December 31 of the following years are 
given in the table below: 


Year Ratio Income 
1950 sebees ; ‘ ai aiid ck dileaecbl 83. 35 $9, 631 
1951_ : i abicdl ile U psa Ss 89. 26 2, 648 
Pere bdess bs cosas astiaedaeeids uo keped | 72. 72 23, 562 
1953. “ errr ai inated staan i ata ac pal 59. 00 25, 701 
1954. : aaa cal ; acanetl atonal 51. 02 19, 885 


Surplus statement.—A condensed summary of the surplus accounts for the 
period July 15, 1940, to date of valuation, follows: 


Credit accounts: 
Income balance_____- 


$20, 009 


Credits from retired carrier property_____-- : sinh talaga 39, 902 
Miscellaneous credits (applicable to pipeline taxes) _._____________ 2, 197 
Total__- pha JA esos at tea hlecte ois tate os cae etesceis ects i 

Debit accounts, divided appropriations of surplus eee -. 14,620 


Earned surplus on date of valuation 
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If the item of $1,518, hereinbefore referred to as transferable from income to 
cost of organization, were so transferred, the credit balance in earned surplus 
account on date of valuation would be increased to $49,606. 

Dividends.—During the period July 15, 1940, to date of valuation, the carrier 
has declared dividends payable in cash aggregating $48,800, of which $29,180 
was charged to income and $14,620 to surplus. The years declared and the 
rate per annum on $100,000 par value of capital stock outstanding were as fol- 
lows : 1941, 30 percent, and 19-44, 13.8 percent. 


INVESTMENT IN CARRIER PROPERTY 


The investment of the carrier in carrier property, including rights-of-way, no 
land being owned on date of valuation, is stated in its books as $268,396, of 
which the following is a general analysis: 


For property acquired by purchase in March 1948 from the Sun Pipe 
Line Co. of Texas, original cost as stated in the investment in carrier 
property account of that company on date of sale, recorded in this 
Pee al sei od ea aie es Negocios a aol Nae $203, 826 
rete PN nr i eet $27, 016 
Difference between consideration given for property and 
the amount recorded in this account credited to accrued 





depreciation—carrier property ___-.------------------ 176, 810 
Recorded money outlay for construction, improvements and replace- 
NN ht IR i na ee ee - weenie 3438, 245 
a el ela Seeders Hasione 547, 071 
Less amount recorded for retirement and other credits___._.___.__----_-- 278, 675 
Total recorded on date of valuation._._....._.---...--------_--- 268, 396 


There is included in the foregoing general analysis $1,358 representing the 
cost of property not included in the inventory of property owned or used on date 
of valuation. 

If the investment in carrier property account were adjusted to give effect 
as of date of valuation to the $1,353 referred to above, and if all the items 
then contained therein were taken at their recorded values, the balance would 
be reduced to $267,043. 

COST OF ORGANIZATION 


The accounts of the carrier do not record as such an investment in cost of 
organization on date of valuation. However, an examination shows that, under 
the present classification of accounts, an item of $1,518 recorded in operating 
expenses in 1940 would be includible in this account. 


ORIGINAL COST TO DATE 


The original cost of the property owned and used for common-carrier purposes 
by the carrier on date of valuation, wholly within the State of Illinois, all 
recorded money outlay, is $268,561. This amount is distributed by primary 
accounts as follows: 


Owned and used for common-carrier purposes 


| 
Account | Classes Amount 
detente y 
GATHERING LINES 
103 | Line pipe 7 $119, 202 
104 Line-pipe fittings 11, 630 
105 | Pipeline construction | 61, 564 
106 | Buildings 6, 126 
‘ 108 | Pumping equipment 31, 952 
110 | Other station equipment ‘ 6, 436 
111 | Oil tanks 12, 018 
114 | Office furniture and equipment ; | 344 
115 | Vehicles and other work equipment 12, 737 
Cost of organization - - 1, 518 
Total (exclusive of rights-of-way) - 263, 527 
102 | Rights-of-way -. 5, 034 
Total (including rights-of-way) - 268, 561 





| 
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MISCELLANEOUS PHYSICAL PROPERTY 


The accounts of the carrier do not record, as such, any investment in mis- 
cellaneous physical property on date of valuation. 


AIDS, GIFTS, GRANTS, AND DONATIONS 


The carrier reports that it has received no aids, gifts, grants, or donations, 
and none were found of record. 


LEASED PIPELINE PROPERTY 
The carrier uses on date of valuation property owned by others and other 


companies use property Owned by the carrier of minor importance which are 
not listed in this chapter. 


MATERIALS AND SUPPLIES 


The investment of the carrier in material and supplies on date of valuation 
is stated in its books as $1,073. 


GENERAL BALANCE SHEET STATEMENT 


The general balance sheet statement of the carrier as of date of valuation, 
follows: 


ASSET SIDE 




















Investments, investment in carrier property___.._._.___._-__-__------__ $268, 396 
Current assets: 
ORR ictinitinanicicbe th cianusdindsicthnaetciid ae tenses eine 172, 961 
SACS, TO i os ee ere hs deieienceisin vss sb thesdiccetnaiols eda eines eee tenement 10, 416 
Material and aupplletii 4.05 eek cat t b esebalsee 1, 073 
OE Gi estcicnstnstaitp ni ctteacincintpeciiceeliantitiate 1 ca tinecatat tens Tlie ene 184, 450 
Deferred debits, rents and insurance premiums paid in advance.__--- 17 
CEERI GO EB  crcccucs wes cicinscesadideliectaeipimasdsa aimee 452, 863 
LIABILITY SIDE 
CO sR «EE a Fie nO tete eere eenin na ti eee ee ae 100, 000 
Current liabilities: 
ET I arctan idiensitnia ti tact isin tele lisiatiacse aati aan aa 2,413 
TOROS. SRGTWM a ob isicineicnmtecdiindinwich witteilcteilabiiesntenieiesta 37, 228 
Other current Mahilitiess «cc scsi sists cisnlinnldusessiinms, 766 
ROC iriiitinaintie iets die deeioiebeeie Reta Ae ial ee ee 40, 407 
Deferred credits and reserves, accrued depreciation—Carrier property. 264, 368 
Corporate surplus, earned surplus... i. 2-2. eee 48, 088 
Grand) toteliwicol lasek ees ees ce a eee 452, 863 


APPENDIX 3 
ANALYSIS OF METHOD FOR DETERMINING WORKING CAPITAL 


Working capital has been determined in accordance with the principles de- 
scribed in Northampton &€ B. R. Co., 149 I. C. C. 263-272, under the method 
applied in Muskegon Ry. & Nav. Co., 45 Val. Rep. 797-812, and other valuation 
cases. The basic data for such information as is contained herein have been 
obtained from the carrier’s annual report to us for the year ended December 31, 
1954, and by additional information supplied in response to a questionnaire sent 
to the carrier. 

Material and supplies——The balance in material and supplies account on date 
of valuation is $1,073, all of which is held for additions and betterments to the 
property; therefore no working capital in the form of material and supplies is 
found to be used. 
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Cash.—A consideration of operating revenues, operating expenses, and pipeline 
taxes other than income and excess-profits taxes, for the vear ended on date of 
valuation, and balances in current operating asset and current operating liability 
accounts, and the account for taxes, exclusive of income and excess-profits taxes, 
accrued and unpaid on date of valuation, indicates that the receipt of the 
cash earned in connection with service performed lagged behind the payments 
to be made on account of performing such service. Therefore, to provide for 
the delayed collections as well as a safe buffer fund of reserve cash on hand to 
take care of variations in the relation between cumulated receipts and cumu- 
lated payments due to seasonal or casual influences on traffic or expenses, the 
invested cash working capital used is found to be about $3,600. 


The CuHamman. I believe that is all for this morning, and the Chair 
wishes to thank you, Mr. Clarke, for your cooperation and that of the 
members of your staff, likewise. They have been very cooperative, 
and we are very grateful for your very fine discussion this morning in 
answering the questions. 

We thank Mr. Howser and Mr. Emken for their contribution this 
morning. 

Mr. Crarke. Thank you, Mr. Chairman. 

If there is any additional information that the committee staff 
would like to have, we would be happy to furnish it. 

Mr. Harkins. Mr. Chairman, I offer Chairman Clarke’s prepared 
statement and additional documents supplied to the committee by the 
Interstate Commerce Commission and Service Pipe Line Co. for the 
record at this point. 

(The material from the ICC appears at pp. 527 through 675. The 
Service Pipe Line Co. documents appear at pp. 815 through 857.) 

The CuatrMan. Accepted. 

(The statement referred to is as follows :) 


STATEMENT OF CHAIRMAN OWEN CLARKE, MEMBER OF THE INTERSTATE COMMERCE 
COMMISSION 


Mr. Chairman and members of the Antitrust Subcommittee, my name is Owen 
Clarke. I am the present chairman of the Interstate Commerce Commission and 
have served in that capacity since January 1, 1957. I am appearing today on 
behalf of the Commission and in response to the invitation of Chairman Celler to 
explain the Commission's procedures in making valuation reports of pipeline 
companies. 

In the statement which follows I will discuss generally the background of 
valuation reports and will give special attention to questions propounded by 
members of the committee’s staff in discussions with members of our staff relat- 
ing to pipeline valuation work. 

The authority for and responsibility to perform valuation work is contained in 
section 19a of the Interstate Commerce Act, which directs the Commission to 
ascertain and report in detail as to each piece of property owned or used by 
each common carrier for common-carrier purposes : (1) The original cost to date : 
(2) the cost of reproduction new; (3) the cost of reproduction less depreciation ; 
and (4) other values and elements of value, if any. 

Congress also provided that upon the completion of valuation “the Com- 
mission shall thereafter in like manner keep itself informed of all extensions 
and improvements or other changes in the condition and value of the property 
of all common carriers, and shall ascertain the value thereof and shall from 
time to time revise and correct its valuations, * * *.” 

In other words, the Commission was not only to value the property as of 
a given time, but it was to maintain a record of the extensions, improvements, 
and other changes in the cost, value, condition, and classification as to use of 
this vast property. These changes have been substantial and have varied 
greatly with different parts of the country. The field work on railroad valu- 
ation was practically completed by the close of 1920. In all, the Commission 
issued about 1,200 tentative railroad valuations covering 1,825 individual 
corporations. 

Numerous disputes with the carriers, however, arose even before the com- 
pletion of the tentative valuations. The act provides that tentative valuations 
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shall be served on the carriers and others with an opportunity to protest 
within 30 days. In cases of protested valuations, the act provides for full 
hearings by the Commission with appeal to the courts. 

The submission of a tentative finding as to value became the signal, in nearly 
half the railroad valuations, for an intensive effort to upset that finding and 
to increase the total amount of the valuation. The railroads, with few excep- 
tions, extended cooperation to the Commission on all technical matters in the 
progress of the work. However, when the final value became the issue, the 
Commission was confronted with a persistent attack on its methods, its poli- 
cies, and its decisions. The hearings, attendant conferences, and court liti- 
gation incident to this valuation work continued without interruption for more 
than a decade from 1922 to 1933. 

This experience led to the inescapable conclusion that the Commission was 
confronted with an almost impossible task if the then existing involved and 
legalistic procedures were to be continued. Accordingly the method of handling 
valuation protests was revised by resorting to joint conferences composed of 
representatives of the Commission's staff and rail industry technicians. Their 
function was to seek agreement on disputed questions of fact. The States 
were invited to participate in these joint conferences which generally resulted 
in partial, and in many instances in complete, agreement on facts and principles 
that were later incorporated in the records on which the Commission or courts 
had to pass in determining value. This resulted in the completion of the 
initial valuation of railroad properties during 1933. 

The rise in importance of pipelines for the transportation of oil and its 
products, combined with the institution of litigation over rates, and the enact- 
ment of legislation providing for production regulation by an administrator for 
the petroleum industry, caused the Commission in 1934 to order the valuation 
of the oil pipelines. This also was advocated by the Administrator as a 
necessary foundation for rate determination. 

In recognition of the benefits inherent in a cooperative undertaking, based 
on the extensive experience gained in the valuation of railroad properties, the 
Commission sought the counsel of State and industry representatives concern- 
ing methods which would best serve the new job to be done. Meetings were 
held with representatives of the Oklahoma, Texas, Missouri, and Kansas State 
commissions and, at the request of the ICC, the American Petroleum Institute 
appointed a committee to take part in these discussions. 

Upon development of practical procedures the work of valuing the properties 
of carriers by pipeline was officially started in May of 1935, values being de- 
termined as of December 31, 1934, for all 53 carriers then reporting to the 
Commission. Later this number was increased to 80 as other pipeline companies 
came under the provisions of the act. 

Lack of appropriations resulted in the suspension on July 1, 1944, of the de- 
partmental work of compiling original cost and bringing forward the inventories 
of the land and other property changes of pipelines. As a result, the Commission 
was unable to process the data on file and to have readily available for its use 
current information relating to the physical consist and original cost of the pipe- 
line companies then reporting to it. 

As a result of the curtailment of pipeline valuation activities by the ICC, pipe- 
line companies experienced difficulty in complying with the 1941 consent decree. 
In view of this the House Appropriations Subcommmittee, although recommend- 
ing a considerable reduction in the appropriation for the Bureau of Valuation 
for fiscal year 1950, did provide $35,000 for the Commission’s use in performing 
pipeline valuation work. As the appropriation bill was finally passed, $100,000 
of the appropriation was earmarked for pipeline work. Since no additional 
funds were actually provided, however, this necessitated curtailing other Com- 
mission work. 

By the end of 1947, unprocessed property changes had assumed vast propor- 
tions, and price levels had changed materially from those prevailing as of Decem- 
ber 31, 1934, the date of the previously found valuations for the majority of the 
pipeline carriers. Since no shortcut methods of approximating current values 
could be considered reliable, it was decided to require a restatement of inventory 
and the original cost thereof, as of December 31, 1947. An order was served by 
the Commission in July of 1948 to accomplish this. By October of 1949 the pipe- 
line carriers had filed the required information, and the work of checking and 
processing the data and preparing the reports underlying the tentative and final 
valuations began. 

The work of preparing the basic pipeline reports, as of December 31, 1947, 
was completed in the year 1952. The Commission has issued valuation reports 
annually on all pipelines subject to its jurisdiction subsequent to that date. 
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This about summarize the history of pipeline valuations as a whole. However, 
it should be stated that the methods and procedures employed by the initial valu- 
ation of pipeline carrier properties, as well as the perpetuation of such inventories, 
are basically the same as those employed in valuing railroad properties. Stated 
briefly, procedures consist of submission by the pipeline carriers of detailed quan- 
tities and costs of their properties, the validity of which is checked by the physical 
inventory of such property by the Commission’s engineering personnel and by a 
verification of carrier accounting records by Commission’s accounting personnel. 

During previous discussions with members of the Commission’s staff, ques- 
tions were raised by members of the subcommittee staff concerning the participa- 
tion by committees connected with the pipeline industry in the establishment of 
guide prices. 

As stated before, the difficulties encountered in connection with finalizing valua- 
tions for railroad properties dictated the adherence to committee procedures in 
‘arrying forward valuation activities pertaining to pipeline properties. The 
principal function performed by industry committees is to assist in the develop- 
ment of annual guide prices used in determining current costs of reproduction 
new, and costs of reproduction less depreciation. 

The assistance of the committee members has been invaluable in the develop- 
ment of annual guide prices because of their familiarity with the materials and 
prices and their close contacts with manufacturers. I wish to emphasize that 
the information concerning prices made available through the services of the 
committee is not controlling in the establishment of guide prices, but is used in 
conjunction with price data collected independently by the Commission. It 
should also be pointed out that a high percentage of prices are not subject to 
composite price determination, but represent firm prices established at the mill 
for pipe and other items. 

All other prices are based on contract costs—manufacturers’ quotations, price 
trends from Bureau of Labor Statistics, Engineering News-Record, appraisal 
manuals, and other reliable information. All of these prices vary widely in 
different parts of the United States, especially in pipeline construction, due to 
the variety of conditions experienced in the swamps of southern Louisiana, the 
desert and mountains of the West and Southwest, the swamps and lake country 
of Minnesota and Wisconsin, the congested areas in and around large cities in 
which most trunklines terminate, and the isolated areas of much of the West, 
requiring long truck hauls, long distances from railroads, with generally poor 
roads or often no roads at all. All of these conditions have to be considered in 
arriving at an estimated judgment price trend for any particular year for the 
county as a whole. 

To substantiate the reasonableness of prices established by the Commission 
after evaluation of committee recommendations, it will be observed from the 
attached chart, exhibit No. 1, that the ICC railroad yearly construction indexes 
(guide prices) and ICC pipeline yearly construction indexes (guide prices) 
closely follow each other from the beginning of pipeline valuations in 1934; also 
that these indexes until about 1948 follow the general trend of the union wage 
rates for all building trades and construction costs as reported by the Engineer- 
ing News-Record. Since 1948 these wage rates and construction costs have 
increased at a faster rate than have ICC indexes, showing a spread of 315 in 
1956 as opposed to a spread of 175 in 1948. 

Furthermore, it will be noted from exhibit 2 that 44.51 percent of the cost of 
reproduction new for pipeline properties consist of pipe and fittings. ICC pipe- 
line yearly construction indexes (guide prices) established for property in this 
category are based on firm mill prices plus freight and, therefore, not subject to 
modification; 30.45 pereent of the cost of reproduction new is represented by 
pipeline construction, which is a component part of construction costs as reported 
by the Engineering News-Record. ICC pipeline yearly construction indexes 
(znide prices) for the remaining 25.04 percent of the cost of reproduction new 

based on carrier experience, manufacturers’ prices, Bureau of Labor Statistics, 
and other reliable sources. 

The assistance furnished the Commission by pipeline committees in developing 
annual construction indexes is in consonance with provisions contained in section 
i%a (e) of the Interstate Commerce Act. 


(The documents referred to on pp. £56 and 489 are as follows :) 
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INTERSTATE COMMERCE COMMISSION, 
OFFICE OF THE CHAIRMAN, 
Washington, D. C., November 19, 1957. 
Hon. PMANUEL CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 

Dear CHAIRMAN CELLER: This has reference to the hearings held October 21-24, 
1957, by the Antitrust Subcommittee of the House Committee on the Judiciary, 
on the consent-decree program of the Department of Justice. During the course 
of the hearings, in which we were invited to testify respecting oil pipeline 
valuations, you requested that we furnish the subcommittee with certain supple- 
mentary data. 

In response to your request, that information has now been assembled and is 
attached hereto in the following order: 

Attachment 1: Brief statement summarizing the holdings in oil pipeline rate 
cases in the last 35 years. 

Attachment 2: Statement relating to departures from the figures agreed to at 
conferences with the API. 

In response to a further question, our files have been thoroughly checked and 
we find no record of any instance in which the Commission ever recommended 
that it be given additional authority over oil pipeline companies. 

Inasmuch as you requested that the subcommittee be notified of any changes 
in viewpoint respecting procedure and relationship with the API committee, a 
reevaluation thereof is being made. We shall be happy to advise you if any 
changes are effected as a result of this study. 

I might mention that the Commission is now in the process of changing its 
internal and reporting procedures in order that we may dispense with the use 
in the Commission’s office of individuals connected with pipeline companies in 
assisting the engineering branch with the administrative detail in connection 
with preparation of data for valuation purposes. 

We wish to cooperate in every way possible with the subcommittee, and if I 
can be of further assistance, please do not hesitate to call upon me. 

Sincerely yours, 
OwEN CLARKE, Chairman. 
ATTACHMENT 1 


THE MATTER OF TARIFF RATES FOR TRANSPORTING OIL BY PIPELINE 


By an act of Congress of June 29, 1906, the Interstate Commerce Act (Act to 
Regulate Commerce) was amended to apply to transportation of oil by means 
of pipelines which are held to be common earriers. Thereafter, the Commission 
decided that carriers by pipeline were within its jurisdiction and required them 
to file tariffs... This decision was upheld by the Supreme Court of the United 
States.’ 

Discussion of rate cases.—The Commission has had very few proceedings 
involving rates for transporting oil by pipeline. These cases are discussed below : 

In Brundred Brothers v. Prairie Pipe Line Company et al. (68 I. C. C. 458 
(year 1922) ), the complainants alleged that certain tariff rates and a tariff rule 
requiring that shipments be tendered in quantities of not less than 100,000 barrels 
were unreasonable. The only evidence offered by complainants to support their 
contention that the rates were unreasonable was certain statistical data per- 

aining to earnings of the carriers. 

The carriers contended that there is an element of hazard in pipeline operation 
that necessitates liberal returns to make investment of capital in the enterprise 
attractive, pointing out that (1) a pipeline usually receives its greatest gallonage 
from any district when first laid and the supply gradually diminishes unti 
exhausted, in contrast with rail transportation where tonnage usually increases 
as time elapses, and (2) a pipeline may be extended into a new field that has the 
brightest prospects only to have the venture prove a disappointing failure and 
citing, as an instance, the extension by the Prairie Co. of its line to the so-called 
Ranger field of Texas. 

In the report and decision in this case the Commission stated that the carrie: 
had shown that the particular rates in issue were reasonable and that whil 





1Jn the Matter of Pine Line 241.C. C. 1 (vear 1912 
2 The Pipe Line cases, 234 U. 8. 548 (vear 1914) 
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the Commission could not pass upon the reasonableness of all defendant’s rates 
under the issues and upon the record in the proceedings, this finding was without 
prejudice to any conclusion which might be reached upon a broader record as to 
the reasonableness of defendant’s rates generally. On the matter of minimum 
number of barrels to be tendered the Commission found that the 100,000 barrels 
requirement was unreasonable to the extent that the tariff rule requires tenders 
in lots of more than 10,000 barrels. 

In Reduced Pipe Line Rates and Gathering Charges (248 I. C, C. 115 (year 
1940) ), the Commission discussed several phases of pipeline transportation and 
rates, including development of pipeline transportation in the United States, 
common-carrier status of pipelines, hazards of the industry, rates, cost of 
transportation, earnings, minimum tenders, valuation of pipelines, and other 
subjects. 

This case involved an investigation, upon the Commission’s own motion, into 
and concerning the lawfulness of certain percentage reductions in rates and 
minimum tender rules made in schedules filed by 37 carriers by pipeline which 
had been protested by the administrator of the code of fair competition for the 
petroleum industry. Based upon data taken from returns to a questionnaire, 
supplemented by the Commission’s valuations, the report shows that respondents 
had a wide range of profits as expressed in percentage return on value, the 
average for 35 respondents being 14.01 percent. On the record in this proceed- 
ing the Commission held that no finding could be made that the rates of 14 
respondents which earned less than 8 percent upon value were unjust and un- 
reasonable because excessive. As to the remaining 21 respondents, the earnings 
of each were found to be materially in excess of a fair return. 

In reference to fair rate of return, the Commission pointed out that the 
hazards and uncertain future of the common-carrier business of pipelines sug- 
gest the fairness of a somewhat larger rate of return than it would be reason- 
able to expect would be applied in industries of a more stable character, where 
the volume of traffic is more accurately predictable. 

Pursuant to the findings in this case, the respondents whose rates were found 
to be unjust and unreasonable were required to show cause why they should not 
make reductions in their rates. 

Subsequent to the above-mentioned report, in their returns to the show-cause 
order, many of the respondents requested a further hearing to afford opportunity 
to make a more complete showing. Further hearing was held December 18, 1941, 
11 days after Pearl Harbor, and additional exhibits were received bringing down 
to date the rate and operational history of carriers. During the war, the 
Petroleum Administrator of War exercised almost complete control over the 
operations of pipelines. 

In the later report in this proceeding, Reduced Pipe Line Rates and Gather- 
ing Charges (272 I. C. C. 375 (year 1948)), the Commission pointed out that 
after the original report was made rates were reduced and that going rates have 
shown a marked general trend downward for trunkline transportation. The 
Commission also pointed out that (without complete present-day valuation of 
properties being available but having regard to values in the prior report) the 
pipeline operating income of the respondents for the year 1947 would be below 
a return of 8 percent. In the circumstances the report states the Commission 
is not able to find that the rates and practices are shown to be unlawful, other 
than the minimum tender rules of 7 respondents, who should accept tenders of 
10,000 barrels. 

In Minnelusa Oil Corporation et al. v. Continental Pipe Line Company et al. 
(258 I. C. C. 41 (year 1944) ), complainants alleged that rates were reasonable, 
unjustly discriminatory, and unduly prejudicial, and also that certain oil com- 
panies were preferred. 

In the report on this case the Commission considered pipeline operating con- 
ditions in the respective oil fields, the volume of movement of crude petroleum 
being transported and the important bearing of these matters on pipeline unit 
operating expenses and therefore on the measure of the rates. The Commis- 
sion also again pointed out in this case that operation of pipelines for the trans- 
portation of crude oil involves risks and hazards which are not reflected in 
operating expenses but are matters of importance for consideration. 

In further respect to the matter of fair rate of return the report indicated 
that there was no concrete evidence of record to support the defendant’s con- 
tention that any lower rate of return than 10 percent would be confiscatory and 
found, under all the circumstances, that for the purpose of testing the reason- 
ableness of the rates assailed, an annual rate of 8 percent would be fair. Rates 
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in excess of those specified in the report were found to be unreasonable, and the 
conclusion was stated that establishment of the rates found reasonable would 
remove any unjust discrimination or undue prejudice. In addition, finding was 
made that complainants were entitled to reparation, with interest, for damages 
to the extent of charges collected in excess of the rates found to be reasonable. 

Rate cases are few.—As previously mentioned the actual number of proceed- 
ings involving rates for transporting oil by pipeline are few. Complaints from 
shippers that rates are unreasonable or unlawful are infrequent. In Reduced 
Pipe Line Rates and Gathering Charges, supra, a proceeding initiated upon 
motion of the Commission, the respondents urged, as a reason for asserting that 
rates charged by them were reasonable, that no shipper or potential shipper of 
crude oil had appeared to complain that the rates were unreasonable or other- 
wise unlawful. 

The infrequency of complaints dealing with tariff rates, in contrast to other 
modes of transportation, doubtless is due to a large extent to the fact that, 
normally, the larger oil companies are in substance and effect both shippers and 
beneficial owners of common-carrier lines. This relationship is, of course, well 
known. In commenting on this relationship in the report in Reduced Pipeline 
Rates and Charges, the Commission pointed out that Congress has assigned to 
the Commission the duty of dealing with common carriers, as such, and not as 
integral parts of an industrial plant engaged in a wide field of operation. What- 
ever the relations between the pipelines common carriers and the oil companies, 
which beneficially own them, Congress requires all rates tendered to the public 
by these common carriers to be just and reasonable and no more. The reports 
and decisions of the Commission clearly indicate recognition of its statutory 
function and duty in this respect. In the report in Reduced Pipeline Rates and 
Gathering Charges, the Commission referred to the fact that the independent 
refiners were not represented and that the way remains open for them to chal- 
lenge any particular situation which they may regard as unlawful. 

Elements included in pipeline tariff rates.—The Interstate Commerce Act makes 
no reference to a fixed rate of, return which pipeline carriers shall be allowed 
to earn in establishing tariff rates. The statutory provision is that tariff rates 
shall be just and reasonable and that unjust and unreasonable charges are 
unlawful. This is the same provision that is applicable to railroads. 

In determining whether tariff rates are just and reasonable the dominant 
elements taken into consideration by the Commission are the cost of service, 
taxes, and fair return on value of the property. Cost of transportation of oil 
by pipeline generally is much lower than other modes of transportation ; therefore, 
the reasonableness or unreasonableness of pipeline tariff rates usually cannot 
be gaged accurately by comparison with rates assessed by common carriers 
engaged in other modes of transportation. There are instances in which rail- 
road rates on crude oil are depressed by low-pipeline rates,° and there also are 
areas where competition for gasoline and other liquid products is active resulting 
in some influences on railroads rates in such traffic.” In most cases, however, 
because of the pipelines ability to handle oil at lower cost and lower tariff rates, 
railroads make no attempt to compete with pipelines for crude oil. 

Fair rate of return.—Earnings from transportation of oil by pipeline common 
carriers, as such, on the basis of tariff rates, have been good from the inception of 
such operations. In the early years, tariff rates for such transportation were 
generally the same as rail rates, but by and large the present-day tariff rates 
for pipeline transportation are much lower. Lower pipeline tariff rates are pos- 
sible due to the less costly mode of transportation and volume of traffic moved. 

The rule of ratemaking prescribed in section 15a(2), as amended in September 
1940, applicable alike to rail transportation and to pipeline transportation directs 
the Commission to give due consideration, among other factors, to the effect of 
rates on the movement of traffic by the carrier or carriers for which the rates are 
prescribed. That section also directs particularly that consideration be given to 
the need, in the public interest, of adequate and efficient railway transportation 
service “at the lowest cost consistent with the furnishing of such service.” The 
factors which affect the rate levels of railroads, in addition to the cost of per- 


% Reduced Pipe Line Rates and Gathering Charges, 243 1. C. C. 115 (141). 

‘ Minnelusa Oil Corporation et al. v. Continental Pipe Line Company, 258 I. C. C. 
41 (57). 

Galliland Oil Co. vy. A. T. & S. F. Ry. Co., 161 I, C. C. 87, 89 (vear 1930). 

®Stanolind Pipe Line Co. vy. Alton R. R. Co., 225 I. C. C. 693, 695 (19388): also see 
I.¢. ¢. Annual Report, 1941, p. 27. 
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forming service, are competition between the railroads, competition with other 
modes of transportation, competition between areas of production in marketing 
the same or closely competitive products, and competition of distributors in large 
consuming areas. Because of the very great diversity in the traffic transported 
by the railroads as contrasted with the limited commodities carried by pipelines, 
the effects of shipper and market competition on railroad rates are much more 
significant, and they have played a substantial part in keeping railroad rates 
and earnings therefrom on a lower level from a rate of return standpoint. 

In accordance with the national transportation policy declared by Congress in 
1940, the Commission is directed to regulate all forms of transportation subject 
to its jurisdiction in such manner as to foster sound economic conditions among 
all such forms. It is required to encourage the establishment of reasonable 
charges for transportation so as to protect the carriers from unfair or destruc- 
tive competition. Destructive competition may result from the establishment 
of rates by one mode of transportation so low as to result in depriving another 
mode of any possibility of a reasonable opportunity to compete for the traffic. 

If that should appear to be a possibility, the Commission would have to con- 
sider the effect upon transportation by other modes in order to carry out that 
part of the transportation policy which declares that the purpose of Congress 
is to insure that all of the regulatory functions shall be administered “to the 
end of developing, coordinating, and preserving a national transportation system 
by water, highway, and rail, as well as other means adequate to meet the needs” 
of commerce, the postal service, and the national defense. 

Under procedure followed by the Commission, the reasonableness or unreason- 
ableness of rates for transportation by traffic is judged by the facts in each case, 
whether the movement is by pipeline or other mode of transportation. Impor- 
tant factors in all cases are the cost of furnishing service; the need, in the public 
interest, of adequate and efficient service to meet the need of shippers; and fair 
‘ate of return. Competition among competing forms of transportation and also 
the question of how much in rates traffic can bear without losing a market are 
important factors in the establishing of tariff rates. 


ATTACHMENT 2 


EXAMPLES OF CHARGES IN BASE PRICES USED IN COMPUTING COST OF 
REPRODUCTION NEW 


In answer to the question raised by Mr. Harkins with respect to whether 
there were ever any changes in the period indexes once they have been estab- 
lished by the Engineering Branch, Mr. Emken correctly stated that such price 
indexes were never changed unless an error was found in the calculation after 
release. 

In an attempt to elaborate on the answer to this question or on the applica- 
tion of valuation techniques, Mr. Howser stated that there have been some 
instances in which base prices have been modified either upward or downward 
to give effect to extraordinary construction conditions. Such deviations apply 
only to the individual pipeline carrier’s base prices and not to the period indexes 
which are determined with the aid of the Engineers-Accountants Committee. 

As illustrative of those instances in which base prices were modified, copies 
of letters from our files for the following pipeline companies are enclosed: 


1. ‘Great Lakes Pine Line Co. . 42 soos ki ee satbuas apt ridhediaieis June 30, 1950 
a ne Cian Fee Tet Os ies bie ed Se teen d ied awaen Dee. 19, 1949 
3. Phillips Petroleum Co.—pipeline department_________________ Mar. 13, 1950 
4. Stanolind Pipe Line Co. (now Service Pipe Line Co, )_~__-_______ Oct. 19, 1949 


As a matter of comparison with the revised base prices used, we have shown 
in the last column the 1947 period guide prices. The deviations made from the 
1947 period guide prices are made as conditions may warrant, after studying 
the contracts or other cost data for individual pipeline companies. It should 
be noted specifically that the Engineers-Accountants Committee is not involved 
in any manner in determining the appropriate price deviations for the indi- 
vidual carrier’s base prices. 

Reference is made to page 31 of the copy of the 1947 period guide prices 
enclosed for a statement as to the Engineering Branch’s position in the above 
cases. When the price as used is below “guide,” it is due to easy construc- 
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tion, accessibility, firm clean ditching material encountered, good weather, and 
other favorable conditions. When above “guide” it is due to difficult construc- 
tion as inaccessible location, bad ditching conditions due to swamp, rock, bould- 
ers etc., bad weather, congested areas, etc. 

However, it should be understood that the annual indexes are used only to 
convert yearly costs back to the 1947 price base in cases where we do not have 
an established 1947 period price, and annual indexes are also used in determin- 
ing period multipliers along with other factors, including anticipated economic 
trends relative to the period under consideration. 


JUNE 30, 1950. 


(The material from the ICC referred to on p. 524 is as follows :) 


Subject : Great Lakes Pipe Line Co. 1947 reproduction cost estimates. 
Mr. J. T. Rose, 
Controller, Great Lakes Pipe Line Co., 
Kansas City, Mo. 


DeaR Sir: On June 7, 1950, the following representatives of your company, 
Messrs. J. L. Auch, C. C. Keane, R. A. Kroenert, and H. B. Williamson, con- 
ferred with Messrs. Hansbury, Allen, Leapley, and Pratt of our engineering 
section to discuss the Bureau recommendations dated May 18, 1950, for period 
prices, overheads, use taxes, service lives, and salvage values to be used in 
pricing your 1947 inventory on BV forms 590. As a result of this conference 
and subsequent information furnished by your letters of June 14, June 20, 
June 21, and June 23, 1950, these recommendations were adopted or modified 
as follows: 

PERIOD PRICES 


The 1947 period guide price schedules to be applied to the inventory wherever 
applicable subject to the following comments : 

Account 153.—Line pipe to be priced from the schedule, using the 1947 freight 
rates as shown in the memorandum. 

Account 155.—Prices per lineal foot for installing main discharge lines in 
trench, exclusive of clearing and grubbing, coating, casing damages, river cross- 
ings, and miscellaneous items which are priced separately and engineering, 
general expenditures, and interest which are included in account 166 are as 
follows: 


OKLAHOMA, MISSOURI, IOWA, MINNESOTA, ILLINOIS, NEBRASKA, SOUTH DAKOTA 
AND NORTH DAKOTA 


2-inch | 3-inch | 4-inch | 6-inch | 8-inch {10-inch | 12-ineh | 14-inch 


Guide, serew-end pipe $0. O8 $0. 16 $0. 24 $0. 4 $0. 56 $0. 72 

Guide, plain-end pipe 16 24 32 i8 4 80 $0. 96 $1.12 
KANSAS 

Guide, secrew-end pipe $0. 24 $0. 40 $0. 56 $0. 72 

Screw-end pipe $0. 08 $0. 16 21 35 51 66 

Plain-end pipe 16 24 29 43 59 74 $0. 90 $1. 02 

Guide, plain-end pipe 32 18 H4 80 96 1.16 


SPECIAL IN CONGESTED AREA—KANSAS CITY, KANS. 


Plain-end pipe 
Total of 274,019 lineal feet 30. 96 
Guide 64 
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River-crossing costs adjusted to 1947 period price level resulted in the follow- 
ing prices per lineal foot, exclusive of coating and river clamps which are priced 


separately : 


Valuation section 


1-4T-Oklahoma 


1, laedT-Ka 


isas 


Iowa 


5T-Iowa 


1T-Lllinois 


1T-Nebraska 
1T-Minnesota 


1T-Missour 


River 


Arkansas 
Do 

Cimarrot 
Kaw 

eosho 
Marais de Cyegncs 
Arkansas 
Missouri 
Des Moines 
Iowa, North, Grand, South 
Skunk 

lowa 
Cedar 

M ississinpi 
Missouri 
Mississippi 
Rock 

Fox 
Iiiinois Canal 
Platte 
Missouri 
Mississippi 
Spoon Lake 


Missour 





Prices for pipe coatings per linear foot: 


Prices for 
costs for the 


Valuation 


T-Oklahoma 
acd T—Kansas 
r'-Kansas 
T-Kansas 

I'M issouri 

. 4T-lIowa 
3T-Iowa 

Iowa 


Fees ohm 


Prices for new buildings constructed 
fair reproduction cost estimates for structures of 


company. 


Overhead percentage allowances in account 166 are as follows: 


Coating 


Inche 





6 3 
s 2 
6 l 
S 
5 1 
® 
1 | 
6 l 
Hh 
6 l 
6 2 
8 1 
6 2 
( l, 
g 9 
g l 
6 3 
6 ] 
8 
incl 
$0. O7 
13 
22 
x0) 
39 
41 
24 


u Price Guid 
691 $2. 00 $4. 80 
O18 8. 00 5. 60 

52 3. 00 1, SO 
238 1, OO », 60 
O41 3. 00 5. 60 
699 4. 23 5. 60 
264 4.00 100 

3 184 17. 00 5. 60 
{85 $00 5. 60 
, LAO +. 80 4.80 
x08 8. 25 1.80 
RxD 9) 25 4 SO 
35 41. 25 t. SI 
952 6. 00 +80 
D4 5. 00 60 
946 6.00 +» 
S57 4.50 +. 80 
671 5. Qa 4. SO 
186 13. 00 + S80 
616 1 mm 5 0 
214 43. 00 Oo 
654 100 4 si) 
044 2. 50 1 x0 
O12 17. 00 5, 0 
S-inch | 10-inch 

$0. O9 
16 $. 19 
27 
38 
49 
9g 


construction damages per lineal foot of line were based on carrier 


first line, trended to the 1947 period level: 


ections 


land 2 
lines 


$0. 095 


3and 4 

lines 

$0. 145 1T-Illinois 
20 30 1T-Nebraska 
. 07 1T—Minnesota 
05 2T-—Minnesota 
.49 3T-Minnesota 
. 325 49 1T-North Dakota 
. 25 375 1T-South Dakota 
. 04 2T-South Dakota 


OVERHEADS 


the 


Valuation sections 


type 


erected 


065 
24 
04 
045 

045 
035 
04 


by 


$0. 36 


yor 


since 1934 have been adjusted to reflect 


ir 


Engineering, 


1 percent ; general expenditures, 1.5 percent; and interest during construction, at 
6 percent per annum for— 
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Valuation sections Interest Construc- 

period tion period 

1-4T-Oklahoma, !,lacdT-Kansas, 1T-Missouri, 1,4T-lowa, and 1T-Minnesota 7 s 
2T-Kansas, 1T-Nebraska, 2T-Iowa, 5T-Iowa, 1T-South Dakota, 2T-South 

Dakota, 2T- Minnesota, and 1T-North Dakota 6 6 

3T-Iowa and 1T-Iiinois 4 4 

3T-Kansas and 3T-Minnesota 2 2 


USE TAXES 


The following percentage allowances are to be added for State sales and use 
taxes: Kansas and Oklahoma—2 percent on accounts 153, 154, 159 and 164; 1 
percent on accounts 156, 158, 160, 161, 162, 163, 166 and 183. 


SERVICE LIVES 


The following service lives, in years, are to be used for depreciating the 


inventory: 


rrunklines 


A Iter 
New Second- 
hand 
Ste pir 30 2 
4 l pipe fittings ( 
Pipeline constru ( 
Brick lildit A 
Metal 1 st f l mal 30) 
Wo me lildin 
s Portabl pe un l 10 
\1 I 25 20 
i79 M i i tool 2 
i Ser ind al n 2 
l Stee ink 3 25 
Va ecove n 9 1) 
2 Gasoline es, S € li 2 20) 
Stes ich 25 20 
OZ Ra ul KS 25 
Other iten 
S Pole lines 5 
Coppe vil 5O 
Office ui] n 25 
(4, 184) Furniture 2 25 
ISS Vehicles 5 
166, Ist Cathodie protection 220 
Gasoline lines 25 20 
Engineering Institute 225 


Follow pipe 
lo be depreciated to a 50-percent minimum 
As in other accounts 


SALVAGE VALUES 


The following percentage of the cost of reproduction now to be used as salvage 
values in depreciating the property : 


Account 153, New steel pipe_- ; . 20 percent as second hand. 
Account 161. Steel tanks ; 3 percent as serap. 
Accounts 161, 162, 166. New steel pipe in gasoline 

lines. 10 percent as second hand. 
Account 165. Copper wire osatinntctsdiedeiitaiaiaceita 25 percent as scrap. 


GENERAL 


Please confirm our understanding that the 1947 period cost of reproduction esti- 
mates for your property, based on the foregoing statements as priced and depreci- 
ated on B. V. form 590 and as checked by your representatives, will be acceptable 
to your company. 
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If you desire a photostatic copy of the details of the pricing and extensions on 
B. V. form 590 will vou please make a request for such a copy, authorizing us 
to bill your company for the expense. 

Very truly yours, 
G. 8S. D., Director. 


DECEMBER 19, 1949. 


Subject: Interstate Oil Pipe Line Co., 1947 Valuation, Prices, Overheads, Service 
Lives, and Salvage Values. 


Mr. J. W. CAson, 
Comptroller, Interstate Oil Pipe Line Co., 
National Bank of Tulsa Building, Tulsa, Okla. 

Dear Sir: As a result of a conference held December 16, 1949, with Messrs. 
Hansbury, Allen, Leapley, and Pratt, representing the Engineering Section of 
the Bureau of Evaluation, and Messrs. Cason, Henderson, Musgrove, and Elam, 
representing the carrier, the following agreements were reached with respect to 
the pricing and depreciating of the 1947 inventory. 


PERIOD PRICES 


The standard 1947 period guide prices and multipliers are to be applied to the 
inventory subject to the following comments: 

Accounts 103—153.—Line pipe to be priced using the following freight rates 
from Lorain including transportation tax : 


Per hundredweight Per hundredweight 
BEERROOR 6s. $0. 80 | Mississippi ; name Ge OO 
Illinois asic .45 | Montana ‘ wihedent. ae 
Kentucky_____ bee ie obs .55 | Oklahoma. ‘a ie ceed aiiteies 0% 
Louisiana____-_-_- digs ; 5 tr 8 Sh 1. 40 


tecounts 105-155.—Guide prices to be used for installing exposed pipe in 
account 105—1947 period prices for installing trunk and gathering discharge 
lines in ditch per lineal foot of pipe are as follows: 


Installing pipe per lineal foot 


ARKANSAS 
Diameter of pip 2-inch 3-inch | 4-inch | 5-inch | 6-inch | 65s- | 8&inch |10-ineh}12-inch| 14-inch 
nen 
Gruide screw end pipe SO. 40 $0.56 | $0.72 | $0. 88 
Screw end pipe $0.02 $0.16 $0.24 $0.32 37 | $0.40 .51 66 82 
Plain end pipe 32 40) 45 18 5Q 74 ow $1. 06 
Guide plain end pipe 18 64 80) 06 1.12 
ILLINOIS 
Guide screw end pipe $0.56 | $0.72 | $0. 88 
Screw end pipe $0.0S $0.16 | $0.24 | $6.32 $0.40 | $0.43 53 67 82 
Plain end pipe 32 40) 4% Sl 61 75 ” $1. 06 
Guide plain end pipe 64 80) 06 Wh 


KENTUCKY, LOUISIANA, MISSISSIPPI, MONTANA, OKLAHOMA, AND WYOMING 


Guide 
Screw end pipe $0.08 | $0.16 | $0.24. $0.32 | $0.40. $0.48 | $0.56 | $0.72 | $0.88 
Plain end pipe 32 40 48 51 64 80 96 $1.12 


Pipe coatings are to be priced using trend of 180 on 1934 prices as reported 
on forms 590. 


Construction damages are to be priced on basis of guide price schedule. On 
gathering lines it was agreed to use 30 percent of total pipe as the basis for 
estimating cost of reproduction of construction damages. Carrier is to fur- 
nish data supporting the 30 percent estimate. 








CONSENT DECREE PROGRAM—DEPARTMENT OF JUSTICE 535 


OVERHEADS 


Overhead percentages used in the basic engineering report are to be applied 
to the 1947 inventory with the following construction periods : 
Construction 
period 


Trunklines: (months) 


Dremriont. Okla: to ARCORe, Be ono oe Section 6 
Hewitt, Okla., to Drumright and to Crown Hill, Okla__.._____________ 4 


Trunklines: 
Anchorage, La., to Golden Meadow, Bayou Carlin, and Roanoke, La___ 


on 


All other trunkline valuation sections___..__..__--~----.--..-.-.. 2 
Gathering lines: All valuation sectioie. io. ooo fol bsh su eet 2 


USE TAXES 


The following allowances will be made for use taxes in the States of Okla- 
homa, Louisiana, and Mississippi: 2 percent on accounts 103-153, 104-154, 109— 
159-179, and 114—-164—184; 1 percent on accounts 106-156-176, 108-158, 110-160, 
111-161, 112-162 ; 113-163-183, and 116-166. 


Service lives 





klines Gathering lines 
Account iten 
N Second- New Second- 
hand hand 
03, 153 Line pipe 5 30 25 20 
4, 154 Line pipe fitting 
105, 155 Pipeline construction 
06, 156, 17¢ Brick buildit 0) 40 
Steel frame, metal clad ist tos 4 30 
W ood frame 35 25 
W ood frame, metal clad 20 15 
Statior ound 23 225 
OS S Engines, diesel and ga 20 25 20 
Pumps 
Plunger 3( 2 25 20 
Centrifugal 25 20 25 20 
’ Motors, electric 25 20 25 20 
Minor units 2 15 20 15 
Portable units 15 10 15 10 
09, 159, 179 Machinery and tools 2 25 225 
, 160 Oillines and manifolds $ 30 25 20 
Station lines and miscellaneous 225 2 25 
1, 161 Steel tanks 
Welded or riveted ] 25 35 25 
Bolted 20 15 20 15 
2, 162 Oillines 35 30 25 20 
Buildings, machinery, et ( ( 
Miscellaneous 225 225 
113, 163 Poles 2 35 225 |. 
Copper wire 50 50 
Iron wire 30 30 
Radio, equipment, and tools 2 20 2 20 
114, 164 Furniture 2 30 230 
115, 165, 185 Autos and trucks only 25 25 
Miscellaneous equipment, including trail- 248 215 
ers. 
Airplanes 8 8 
116, 166 Cathodic protection equipment 20 20 
Miscellaneous 2 20 2 20 


Follow pipe. 
2 Depreciate to 50 percent minimum. 
Follow other accounts 


SALVAGE VALUES 


Accounts 103-153, new line pipe, 20 percent to secondhand. 
Accounts 111-161, steel tanks, 5 percent to serap. 
Accounts 111—163, copper wire, 25 percent to scrap. 
Very truly yours, 
cecicoeees, wasteanine, | SOCIO: 








} 
| 
; 
; 
} 
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Marcu 13, 1950. 


Subject: Phillips Petroleum Co., pipeline department, 1947 reproduction cost 
estimates. 
Mr. T. E. SMILEY, 
Chief Clerk, Phillips Petroleum Co., 
Bartlesville, Okla. 

Dear Str: As a result of the conference which you and Messrs. Redding, 
Costello, McDonald, and Donaldson held with Messrs. Hansbury and Allen, of 
our engineering section, on February 18, 1950, to consider the bureau recom- 
mendations dated January 10, 1950, relative to period prices, service lives, ete., 
to be used in compiling estimates of cost of reproduction hew and cost of repro- 
duction less depreciation for your pipeline property as of December 31, 1947, 
agreement was reached on the following items: 


PERIOD PRICES 


The 1947 period guide price schedule to be used in pricing the inventory sub- 
ject to the following: 
iccount 153.—Line pipe to be priced from the schedule using the following 


freight rates per hundred pounds: 


From Lora From M 
wauk 
Texas and Oklahoma <1 00 
Kansas QF $0.7 
Missouri 68 
Illinois and Indiana 45 
Colorado : 1.15 hs 


{ecount 155.—Prices for installing discharge line pipe in trench, per lineal 
foot, exclusive of engineering, coating, damages, and river crossings are as 
follows: 


| | | | 


4-inch 6-inch | 8-inch ° 
plain end | plain end Guide | plain end | Guide 
pipe pipe pipe 
Wholly owned 
Indiana $1. 52 0. 64 
Illinois ___- 61 64 
Missouri... 74 64 
Kansas $0. 32 $0. 45 48 59 64 
Oklahoma and Texas 32 48 48 64 64 
Jointly owned: Colorado, Oklahoma, and Texas. 45 48 


River crossings to be priced at the 1934 prices trended to 1947 for all States 
except Missouri and Illinois. In these States due to difficulties encountered in 
dredging, rock excavation, slope protection, etc., the prices are adjusted to 
reflect the carrier costs as follows: 


Carrier cost for 8-inch pipe 


Project Location Lineal Cost Guide 
feet 
V. 8S. 1T-Missouri Osage River 4,672 $12. 50 $5. 60 
Gasconade River 1, 966 &. 60 5. 60 
Meramac River 4, 892 8. 70 5. 60 
Moreau Creek 1, 290 9. 50 5. 60 
12 small creeks 1, 441 9.10 5. 60 
Mississippi River 3, 302 12. 25 5. 60 
V. 8. 1T-Ilinois....--- Kankakee River 1, 673 15. 60 5. 60 
2 canals 74 8. 00 5. 60 
On bridge East Side levee 775 1. 60 5. 60 
Mississippi River 4,841 12. 25 5. 60 
In tunnel under Dupo Canal 354 106. 30 5. 60 
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The prices for pipe coatings Nos. 1 to 5A are the 1934 prices trended to 1947 
and coatings Nos. 3 to 19, inclusive, are priced using the guide price schedule. 

Construction damages are priced per lineal foot of line as follows: 1T~—Texas, 
$0.04 ; 1T—Oklahoma, 8-inch line at $0.03; 4-inch line at $0.025; 1, 1AT—Kansas, 
8-inch line, $0.065; 6-inch line, $0.265; 4-inch line, $0.025; 1T-Missouri, $0.23; 
1T-Illinois, $0.17; 1T—Indiana, $0.30; 2T—Texas, 0.07: 1T-—Colorado, $0.015: 
2T—Oklahoma, $0.025; and 3T-Texas, $0.045. These prices reflect the carrier 
costs adjusted to the 1947 period price level. 


OVERHEADS 
Allowance to be added for overheads: 


Engineering 2 percent, general expenditures 2 percent, interest during construc- 
tion 6 percent per annum for 


Interest Construction 

period | period 

Months Months 
Borger, Tex., to East Chicago, Ind., including branches 7.5 9 
Borger, Tex., to La Junta, Colo 4 4 


USE TAXES 


Allowance to be added for use tax in the States of Colorado, Kansas, and 
Oklahoma: 

Two percent on accounts 153, 154, 159, 164, and 165. 

One percent on accounts 156, 158, 160, 161, 162, 163, and 166. 


Service lives in years 


Trunk lines 


Account Item = 
New Second 
hand 

153 | Steel line pipe aed 30 25 

154 | Line-pipe fittings \? 

155 | Pipeline construction -. (4) ( 

156 | Brick buildings 50 
Metal-clad steel-frame buildings 40 
Metal-clad wood-frame buildings 35 
Frame buildings 35 ‘ 
Station grounds 2 35 : 

158 | All pumping equipment 25 20 

159 | Tools and machinery 225 icin 

160 | Gasoline lines 25 20 
Station lines and other items 225 

161 | Steel tanks, 5,000 barrel and over. 35 25 

162 | Gasoline lines 25 20 

| Other items 25 

163 | Office apparatus 2 20 : 

164 | Furniture 25 

165 | Autos and trucks 25 
Miscellaneous work equipment 10 

166 | Cathodie protection and miscellaneous 210 


! Follow pipe. 
2 Depreciate to 50 percent minimum 


SALVAGE VALUES 


Account 153, new steel line pipe, 20 percent as second hand. 

Account 161, steel tanks, 5 percent as scrap. 

Account 162, new pipe, gasoline lines, 10 percent as second hand. 

It is our understanding that the 1947 reproduction cost estimates based on 
the foregoing and as checked by your representatives will be acceptable to your 
company. It is understood also that if a subsequent check of B. V. Form 590 
discloses errors, corrections may be shown on a supplemental B. V. Form 588—-R 
in order to make the correction when bringing valuation to date. Please con- 
firm this understanding. 
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If you desire a photostatic copy of the pricing and extensions on B. V. Form 
590, please send us a letter requesting such a copy and authorizing us to bill 
your company for the expense. 

Very truly yours, 
G. S. D., Director. 


OCTOBER 19, 1949. 
Subject: Stanolind Pipe Line Co., 1947 Inventory: Prices, service lines, and 
salvage values. 
Mr. Joun L. SHOEMAKER, 
Financial Vice President, 
Stanolind Pipe Line Co., Tulsa, Okla. 

DEAR Str: As a result of a conference October 18, 1949, with Messrs. Hansbury, 
Allen, and Pratt representing the Engineering Section of the Bureau of Valua- 
tion and Messrs. Shoemaker, Wienecke, Glossop, and Ogier representing the 
carrier, the following agreements were reached with respect to the pricing and 
depreciating of the 1947 inventory. 


PERTOD PRICES 


The standard 1947 period guide prices and multipliers are to be applied to 
the inventory, subject to the following comments: 

Aecounts 103 and 155.,—Line pipe to be priced using 1947 period freight rates 
shown on BV Form 590. 

Accounts 105 and 155.—Guide prices to be used for installing exposed pipe in 
account 105. Nineteen forty-seven period prices for installing trunk and gather 
ing discharge lines in ditch, per lineal feet of pipe, are as follows: 


Oklahoma, 
Illinois, Kansas, New Mexico, Iowa. Mis- Indiana 
Nebraska Texas, sour 
W yoming 
Size é a. 
Serew Plain end Screw | Plain | Screw | Plain Screw end Plain end 
end pipe end end end end pipe pipe 
pipe pipe pipe pipe pipe 
Guide | Guide | Guide | Guide | Guide | Guide | Guide | Guide | Guide | Guide | Guide 
2 inches $0. OS $0.16 | $0.08 | $0.16 | $0.08 | $0.16 | $0.08 | $0.24 | $0.16 $0). 24 
3 inches 16 24 16 24 16 24 16 36 24 3H) 
4 inches 24 32 ae 32 24 32 24 4s $2 ts 
6 inches 40 $0. 48 $5 . 40 48 40) 48 40) 72 48 72 
Illinois, Oklahoma, 
Kansas, New Mexico, Iowa, Mis- Indiana Guide 
Nebraska, Texas, souri 
W yoming 
>ize ~ _ — se 
Serew| Plain | Screw) Plain | Screw) Plain | Screw! Plain | Serew lain 
end end end end end end end end end end 
pipe pipe pipe | pipe pipe pipe pipe pipe pipe pipe 
8 inches $0.53 | $0.59 | $0.56 | $0.64 | $0.59 | $0.67 | $1.44 | $1.52 | $0.56 $0. 64 
10 inches i) 74 72 sO) 77 85 1. 60 1. 68 72 si) 
12 inches 82 vO . 88 96 95 1. 02 1. 76 1. 84 xS ” 
14 inches 1. 06 1.12 1. 20 2. 00 1.12 
16 inches 1. 22 1. 28 1. 36 2. 16 1. 2 
18 inches 1. 38 1. 44 1. 52 2. 32 1.44 
20 inches 1. 56 1. 60 1, 68 2. 48 Low 
22 inches 1.72 1, 76 1. 84 2. 64 1.7 
24 inches 1.92 1.92 
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COATINGS 


The following 1947 period prices per lineal foot of pipe are to be used for 
coatings as described on forms 590: 


Num- | 2-inch | 3-inch | 4-inch | 6-inch | 8-inch 10- 12- 14- 16- 18- 20- 22- 24- 

ber inch inch inch inch inch inch inch inch 
l $0.12 | $0.13 | $0.16 | $0.22 | $0.27 | $0.31 $0.36 | $0.41 | $0.46 | $0.51 | $0.56 | $0.61 $0. 66 
2 23 . 30 . 38 . 43 51 . 58 . 65 vy 79 a i 
7 : 3. 55 4.06 | 4.56 eee 
15 01 O01 O01 02 . 02 02 03 03 .03 } .04 04 | a 
16 07 . 08 10 13 . 16 19 22 | 25 . 28 31 34 37 . 40 
21 2. 07 2. 56 3. 55 a 
25 | 1.60] 212 : c 
28 27 45 . 90 1.35 1. 80 2. 25 2. 70 3.15 3. 60 4. 06 iy é 
29 ( () (1) (') (1) (1) () ( ()) (4) (1) @) | (1) 
30 04 05 05 . » 
35 06 

39 0 ‘ EA 

See guide prices for Somastic. 

NoOTE.—Numbers 8, 10, 12, 17, 19, 20, 23, 32, 33, 34, 36, same as No. 1. 

Numbers 4, 6, 11, 13, 14, 24, 26, 27, 38, 41, same as No. 2 

Number 31, same as No, 15, 

Number 37, same as No. 7 

Numbers 18, 22, same as No. 16. 

Numbers 3, 5, 9, blank, 

USE TAXES 
The following allowances will be made for use taxes in the States of New 


Mexico, Oklahoma, and Kansas: 
Two percent on accounts 108, 153, 
One percent on accounts 106, 156, 

115, 163, 183, 116, 166, and 186. 


104, 154, 179, 114, 164, and 184. 
176, 108, 158, 110, 160, 111, 161, 112, 162, 


Service lives 


Trunklines Gathering 


lines 
Account Item 
New |Second-| New |Second- 
hand hand 
103, 153 | Line pipe 35 28 25 20 
104, 154 | Line pipe fittings () (1) (‘) (1) 
105, 155 | Pipeline construction ) ( 1) 
106, 156, 1762 | Brick buildings 50 40 
Steel-frame buildings 40 30 
W ood-frame buildings 35 25 
Station grounds 35 3 25 
108, 158 | Large diesel engines 30 20 25 20 
Plunger pumps 30 20 25 20 
Large electric motors 25 20 25 20 
Multistage centrifugal pumps 25 20 25 20 
Portable type units 15 10 15 10 
Other units 25 20 20 | 15 
179 | Machinery and tools 3 25 3 25 
110, 160 | Oil lines and manifolds 35 28 25 20 
Service lines and fittings 25 20 25 20 
All other items 25 3 25 
111, 161 Steel tanks 5,000 barrels and over 35 25 35 25 
Steel tanks under 5,000 barrel 25 20 25 20 
112,162 | Loading racks 30 30 
Railroad tracks 3 30 30 i 
Other items 4 (4 ‘ (4) 
113, 163, 183 | Office apparatus 25 3 25 ‘ 
Poles and accessories 3 35 335 = 
Copper wire a1) 50 oe 
Iron wire, cable, conduit 30 30 os 
114, 164,184 | Furniture and equipment 335 3 35 a 
115, 165,185 | Airplanes 10 10 
Automobiles, trucks, and trailers 85 35 
Other work equipment 315 315 
116, 166, 186 Miscellaneous 3 20 3 20 i 


1 Follow pipe. 

27 On secondhand buildings priced as new lower 
gathering lines. 

§ Depreciate to 50 percent minimum 

4 As in other accounts 


installation date 10 years on trunklines and 7 years on 








| 
| 


| 
| 
| 
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SALVAGE VALUES 


The following salvage values will be used: 

Account 153, new line pipe, 20 percent as secondhand. 
Account 160, new line pipe, 10 percent as secondhand. 
Account 161, steel tanks, 5 percent as scrap. 

Account 163, copper wire, 25 percent as scrap. 


OVERHEADS 


Overhead percentages and construction periods used in the engineering report 
to be applied to the 1947 inventory resulting in the following construction periods: 
Months 
Valuation sections 1T—-New Mexico, 1, 1ABT~—Texas, 4T—Texas, 1, 1B—-1NT- 
Oklahoma, 1, 1AT—Kansas, 1, EABT—Missouri, 1T—Iowa, 1T—Illinois, 1T- 


NUNN gical ec a i i a a al at da achasc nari des geeinore 10 
Valuation sections 3T-—Texas, 2T-—Missouri, 1ABT—Nebraska, 1, 1AT—Wyo- 
I SE la acl hcl eld itn rane lagers nr nt acinar 8 


Valuation sections 1, 1A1JG—Oklahoma, 8, 8A, SKG—Oklahoma, 2, 3G— 


i a aS lagi a tas UN ge it ta ae Oh 6 
Valuation sections 2T—Kansas, 6, 7, 8G—Texas_____________-________-______ 4 
Valuation sections 1GT—Oklahoma, 1T—Unallocated, 2, 2ABG—Texas________ 3 
Valuation sections 1CT—Texas, 1AT—Oklahoma, 2T-Illinois, 1G—New Mexico, 

3, 3AG—Texas, 5G—Texas, 3, 3AG—Oklahoma, 5, 5ABG—Oklahoma, 11, 11AG— 

Oklahoma, 1, 1AG—Kansas, 4G—Kansas, 1G—-Wyoming, 2G—Wyoming, 3G- 

sciatic ics sda he cee acest A tress asc ks ea tage sign 2 


MISCELLANEOUS 


Upon completion of the computations, carrier is to make a formal application 
for photostatic copies of forms 590. Upon receipt of photostats, the carrier will 
make a final check before totals are summarized on B. V. Form 624. 

Very truly yours, 
Director. 

(The documents referred to on p. 491 are as follows :) 
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INTERSTATE COMMERCE COMMISSION 


VaLuatTion Docker No. 1203 


ATLANTIC PIPE LINE COMPANY 
Submitted July 9, 1937. Decided December 8, 1937 


1. Oil storage tanks owned by a common carrier by pipe line in excess of 
its requirements for transportation purposes aud used by the carrier 
for the convenience of the owners of the oil in providing them with free 
storage for indefinite periods of time cannot be included in an inventory 
of property owned and used for common-carrier purposes. 

Oil pumping stations, which may have been necessary when the pipe line 
was operated at its maximum capacity but which were not in use on 


tN 


valuation date and had not been in use for several years, were properly 
classified as out of service. 

3. Final value for rate-making purposes of the property of the Atlantic Pipe 
Line Company, owned and used for common-carrier purposes, found to 
be $14,675,000 as of December 31, 1934, of property owned but used for 
purposes other than those of a common carrier $675,000, of property 
owned but not used $322,000, and of property used but not owned $11,548. 


R. Granville Curry and Frederick M. Dolan for carrier. 


REPORT OF THE COMMISSION 


Diviston 1, Commissioners Meyer, AItcHIson, LEE, AND SPLAWN 
By Division 1: 


By our order of November 21, 1936, entered in this proceeding, we 
completed the tentative valuation as of December 31, 1934, of the 
property of the Atlantic Pipe Line Company, hereinafter called the 
carrier, Notice thereof was duly given to the carrier and ctheg in- 
terested parties. The carrier filed a protest within the statutory 
time, and a hearing has been held, briefs have been filed, and oral 
arguments have been heard. 

The carrier is the transportation unit of a group of affiliated cor- 
porations engaged in producing, purchasing, transporting, and _ re- 
fining crude petroleum oil, the controlling corporation being the 
Atlantic Refining Company. It was organized in 1927 to take over 
the operation of a few short pipe lines then owned and operated 
by what was known as the Purchasing and Operating Division of 
the Atlantic Oil Producing Company, a subsidiary of the Atlantic 
Refining Company. All of the capital stock is owned by a holding 
comparty, the Atlantic Company, which is in turn controlled by the 
Atlantic Refining Company. The refineries of the Atlantic Refining 


VRIOD OD 








i 
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Company are located at Philadelphia, Franklin, and Pittsburgh, 
Pa., and at Brunswick, Ga. Another refinery has recently been con. 
structed at Atreco, Tex. 

Ninety-five percent or more of the oi] transported by the carrier 
is either produced by the Atlantic Refining Company or is purchased 
at the wells by the Atlantic Petroleum Purchasing Company. The 
refining company produces about 30 percent of its requirements. 
most of which is handled through the carrier’s system. The oil not 
produced by the refining company is purchased by the Atlantic Pe 
troleum Purchasing Company from nonaffiliated producers. On 
valuation date, the bulk of the oil received into the carrier’s lines was 
tendered to it for delivery to vessels of the Atlantic Refining Company 
for interstate coastwise movement to Philadelphia or Brunswick. 

Starting with the small lines acquired in 1927 from the Atlanti: 
Oil Producing Company, as a nucleus, the carrier’s system on valua- 
tion date aggregated 972.579 miles of trunk lines and 374.733 miles of 
gathering lines, of which 966.613 miles of trunk lines and 355.680 
miles of gathering lines were in Texas and 5.966 miles and 19.053 
miles, respectively, in New Mexico. Through its four operated divi 
sions, known as the West Texas, East Texas, Harbor Island, and 
Texas City divisions, it affords transportation facilities for the out 
put of 2,412 producing wells in Texas and 48 in New Mexico. 

The West Texas division serves the Lea County field in eastern 
New Mexico, near Hobbs, N. Mex., and the fields in Ward and Wink- 
ler Counties in western Texas. The lines from the New Mexico and 
western Texas fields converge at Midland, Tex., from which point a 
single 10-inch line extends 509 miles to Atreco, the terminal at tide 
water on the Neches River near Port Arthur, Tex. Hobbs is 78 
miles and Wink, iy Winkler County, 71 miles from Midland. At 
the time of the hearing, this division had connections with 48 wells 
in the Lea County field, 61 in Winkler County, and 575 in Ward 
County. Since valuation date, the lines in Lea County have been 
extended 16 miles to the Eunice field in New Mexico, 

The East Texas division serves producing fields located principally 
in Gregg and Rusk Counties in eastern Texas. A 10-inch line extends 
from Longview to Smiths Bluff, approximately 180 miles, with an 
8-inch line paralleling the West Texas line from Smiths Bluff to 
Atreco, 7 miles. The carrier’s East Texas division has connections 
with 1.211 wells. 


The Texas City and Harbor Island divisions are disconnected seg- 


ments of the carrier's system. The former consists of about 24 miles 
of 6-inch line extending from Barbers Hill in Chambers County to a 
harge-loading terminal at Oak Point, where the oil is loaded into 
barges for delivery at the terminal near Texas City. This line carries 
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the output of about 100 wells. The Harbor Island division serves the 
Greta and Refugio fields in Refugio County and the Pettus field in 
Bee County. The carrier operates gathering lines only in the Pettus 
field, delivery to the trunk line at Refugio being made by the Humble 
Pipe Line Company. ‘Two parallel lines of 6- and 8-inch pipe extend 
from Refugio to the terminal at Harbor Island, about 24 miles. 
Connections have been made with 129 wells in the Greta field, 253 in 
the Pettus field, 79 at Refugio, and recently with 4 in the Aransas 
pool near Aransas Pass. 

The carrier protests that our estimates of the cost of reproduction 
new of its property, the cost of reproduction less depreciation, and 
the amount stated for working capital, have been erroneously deter- 
mined, that a finding of going value has been improperly omitted, and 
that the final value of the property as tentatively found is much less 
than its true value. No evidence was offered at the hearing with refer- 
ence to these subjects. As to cost of reproduction new and cost of 
reproduction less depreciation, counsel for the carrier stated that 
the differences between its estimates and ours were not sufficiently out- 
standing to warrant presenting detailed studies for the record. Mat- 
ters of protest, concerning which evidence was introduced, relate to 
(a) the classification of some or all of the tank storage facilities, 
including supporting land, at Midland, Wink, Refugio, and Harbor 
Island, as owned but used for purpases other than those of a common 
carrier, (>) the classification of eight pumping stations located on the 
West Texas division, as not in use, and (c) the classification and 
values of certain areas and parcels of land. 


CLASSIFICATION OF STORAGE FACILITIES 


On date of valuation, the storage facilities owned by the carrier 
consisted in the aggregate of 197 tanks of various sizes, with a com- 
bined nominal capacity of 9,017,100 barrels of oil. Some of these 
were small tanks, used principally in connection with the pumping 
operations, and a few were leased to an oil company at Texas City. 
Excluding the small tanks and those leased, storage for 8,682,000 
barrels was provided by the carrier, based on the nominal, or rated. 
capacity of the tanks. Since valuation date, the carrier has disman- 
tled five 55,000-barrel tanks in or adjacent to the Winkler pool in 
western Texas and has erected 1 tank at Brillhard in the Ward 
County pool. It has also sold 15 tanks of various sizes at the Atreco 
terminal to the Atlantic Refining Company and has erected 4 tanks, 
making a net reduction of 473,000 barrels in the storage capacity at 
that point. An additional tank of 55,000-barrel capacity has been 
constructed at Moore, in the southern part of the east Texas field. 











544 CONSENT DECREE PROGRAM—DEPARTMENT OF JUSTICE 


The greatest concentration of tanks is at the McCook tank farm 
near Midland on the West Texas division, where the lines from the 
New Mexico and western Texas fields converge. There are no pro- 
ducing wells in the immediate vicinity of the McCook farm, and the 
facilities there are used exclusively for the storage of oil produced 
in Lea County, N. Mex., and in Ward and Winkler Counties in 
western Texas. At this point, the carrier has provided 37 tanks of 
a rated capacity of 80,000 barrels each and 5 tanks of a rated ca- 
pacity of 55,000 barrels each. Their combined capacity is 3,235,000 
barrels. For reasons explained in the record, it is not practicable to 
fill a tank to within 6 inches of the top or to drain a tank to a level 
below 2 feet 6 inches from the bottom. The actual usable capacity 
of the tanks in the McCook farm, determined by measuring the tanks 
and deducting the unusable space at the top and bottom, is 2,997,320 
barrels. 

Another point of concentration is the Hendricks tank farm in 
Winkler County, about 70 miles southwest of the McCook farm. 
This is also used for the storage of oil produced in Ward and Wink- 
ler Counties. Fifteen 80,000-barrel tanks have been erected on the 
Hendricks farm, having combined nominal and usable capacities of 
1,200,000 barrels and 1,114,615 barrels, respectively. On date of 
valuation, there were also two 55,000-barrel tanks at Sealy, about 16 
miles from the Hendricks pumping station, two at Vardeman, 2.76 
miles distant, and one at Ida Hendricks, a little over a mile from 
the station. These are the five tanks mentioned above as having 
been dismantled. 

Tank farms on the Harbor Island division are located at Heard, 
near Refugio, and at Harbor Island. The Heard farm consists of 
four 55,000-barrel tanks and four 80,000-barrel tanks. The nominal 
capacity of the tanks on this farm is 540,000 barrels and the usable 
capacity 497,865 barrels. At Harbor Island the carrier maintains 
five 55,000-barrel tanks and three 80,000-barrel tanks with a com- 
bined nominal capacity of 515,000 barrels and a usable capacity of 
469,642 barrels. 

Other points at which substantial storage facilities are maintained 
are Hobbs, 165,000 barrels, and Talpa, 165,000 barrels, on the West 
Texas division; Horton, on the East Texas division, 410,000 barrels ; 
Japhet, 160,000 barrels, and Texas City, 220,000 barrels, on the Texas 
City division; and Atreco, 1,770,000 barrels, reduced since valuation 
date to 1,304,000 barrels. 

We found in the tentative valuation that the storage facilities 
provided by the carrier were sufficient to store all of the oil trans- 
ported in 1934 and 1935 for 116 days and 104 days. respectively. 
The 42 tanks at McCook could store the average daily receipts of 
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oil from the New Mexico and western Texas fields during the year 
ended on date of valuation for 278 days, and the facilities at Hen- 
dricks provided additional storage for the western Texas oil for 
235 days. This indicated that the total storage capacity exceeded 
the carrier’s reasonable transportation requirements, particularly on 
the West Texas division, and that it was providing valuable facili- 
ties for the free commercial storage of oil for the convenience of its 
affiliates in their producing, refining, and marketing operations, 
whether or not that was its intention. Based on the average daily 
volume of oil originating in the different fields during the years 
1934 and 1935 with allowance for future increase in traffic, and on 
the assumption that a storage period of 30 days would meet all 
necessary transportation requirements, we found that 85 percent of 
the capacity at McCook and 50 percent of the capacity at Heard 
and Harbor Island were not required for carrier purposes. We also 
found that with the facilities at McCook available for the storage of 
oil from Ward and Winkler Counties the Hendricks tank farm was 
not necessary, since any needed storage was afforded by the five 
55,000-barrel tanks at Sealy, Vardeman, and Ida Hendricks. We 
classified the amount of tankage found not to be required by the 
carrier in the conduct_of its common-carrier operations as owned 
but used for purposes other than those of a common carrier. 

je carrier contends that the tank storage facilities were ex- 
cluded from the carrier classification without sufficient regard for 
their actual need in the practical operation of the pipe-line system. 
Thus it is said that provision must be made for keeping the dif- 
ferent grades of oil separate, for accumulating quantities of the 
same grades for movement through the line in large batches, for 
equalizing irregular receipts and intermittent deliveries, to permit 
proper gauging of the tanks, and to provide for contingencies such 
as storms, breaks in the line, and repairs. It is urged that, with 
the more complete information now before us, we should reverse 
our tentative conclusions and classify all of the tankage in question 
as property owned and used for common-carrier purposes. 

The carrier’s principal witness testified that three grades of crude 
oil are handled separately on the West Texas division from MeCook 
to Atreco, three on the East Texas division, and four on the Harbor 
Island division. This is said to require additional storage space, due 
to the fact that only one grade can be pumped out at a time and 
current receipts of other grades must be “side-tracked” awaiting their 
turn for movement through the line. Of greater significance, so 
far as storage is concerned, is the fact that in operation the different 
grades are accumulated for movement in large batches. The pur- 
pose of a large batch is to minimize the percentage of contamina- 
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tion of one grade with another. Where the two grades meet in the 
line from 750 to 1,000 barrels of each grade become intermixed with 
the preceding and following grades, lessening to some extent the 
quality of the higher grade of crude. In a batch of 100,000 bar- 
rels the contamination might amount to from one and one-half to 
two percent whereas in one of 600,000 barrels it would be only a 
fraction of one percent. The quantity of oil contained in the usual 
batch is not stated on the record and probably varies according to 
the receipts and the needs of the refining company, but reference 
was made to batches of 600,000 barrels and to even as much as 
1,000,000 barrels. Based on the average daily receipts in 1936 of 
the grades of crude handled on the West Texas and Harbor Island 
(livisions, it would require from 2 months to 2 years to accumulate 
(00,000 barrels. If the carrier is liable, as it claims to be, for any 
reduction in the quality of the oil carried by reason of contamina- 
tion with oil of a lower grade, the purpose of its tariff rule that 
“oil will be received for transportation subject to the consequences 
of being mixed with other oils” is not apparent. 

The carrier is dependent almost wholly on vessels supplied by the 
Atlantic Refining Company for the delivery of oil received by it 
for transportation, and delays in their arrival, or their arrival in 
unexpected numbers, is said to make it necessary for the carrier to 
maintain extensive facilities for storage at the terminals and else- 
where along the lines. Delays in transit occasioned by accidents to 
the pumping equipment or breaks in the pipe or tanks are also 
alleged as justification for large storage facilities. It is the duty 
of the consignee, and not that of the carrier, to make provision for 
irregularities in the arrival of vessels in which to take delivery. The 
carrier, on the other hand, is chargeable with delays in transit which 
require temporary suspension of operation, but delays due to such 
causes are shown by the record to be infrequent and when they occur 
are of short duration. 

Storage, up to a point, is a necessary incident of transportation, 
but beyond that point it ceases to be a common-carrier function and 
becomes that of a warehouseman. The Atlantic Pipe Line Company 
does not hold itself out to perform a storage service, but, on the con- 
trary, in its tariffs it expressly limits the use of its facilities to such 
storage as is necessarily incident to transportation, and requires 
the shippers or consignees to provide their own facilities for receiving 
the oil at destination. It is significant to note that on date of valua- 
tion neither the Atlantic Refining Company nor the Atlantic Petro- 
leum Purchasing Company owned any storage tanks in the produc- 
ing fields, along the carrier’s line, or at the terminals, whereas the 
carrier’s investment in such property approximated 15 percent of its 
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total investment, as contrasted with an average investment of about 
percent by some 36 other important pipe-line companies. Since 
valuation date, the Atlantic Refining Company has acquired some 
storage at Atreco, occasioned by the construction of its refinery at 
that point and the diversion to it of 20,000 barrels per day of east 
‘Texas crude, formerly delivered to vessels. 

The operations of the carrier’s pipe-line system are, in pratical 
effect, under the control of its affiliated companies. Having no stor- 
age facilities of their own, its two shippers tender oil for transporta- 
tion while it is still in the ground. As the small tanks at the wells 
are filled, the oil, to the amount tendered, is taken into the carrier’s 
lines and placed in storage, where it remains until orders are received 
from the shipper or consignee for deliveries to vessels. These orders 
are given once a month, sometimes oftener, and specify the grade 
and quantity to be delivered. Although regular schedules for deliv- 
eries are said to be maintained, the record shows that the carrier may 
be constantly receiving into its lines a certain grade of oil but that 
months may elapse before orders are given for deliveries of that 
grade. During the 14 months’ period from March 1935 to May 1936 
the carrier received and placed in storage at McCook 437,854 barrels 
of Winkler crude, but in this period no Winkler crude moved through 
the line from McCook to Atreco. Similarly, from May 1932 to Feb- 
ruary 1934 Ward crude in the amount of 864,331 barrels was received 
at McCook with no outward movement, Of the 42 tanks at McCook, 
9 tanks, with a usable capacity of 669,056 barrels, were not dramed 
during the year 1934 and 11 others were not disturbed for periods 
ranging from 6 months to more than 11 months. 

The carrier is authorized through its tariffs te compel the release 
of its storage facilities on penalty of the assessment of a demurrage 
charge on oil remaining undelivered after 24 hours’ notice to the 
shipper, or consignee, of tender for delivery from its common stock 
at destination ui a rate not exceeding 20,000 barrels per day. ‘The 
consignee is under no obligation to take delivery, however, until 
notified by the carrier, alld it is entirely within the discretion of the 
carrier as to whether such notice shall be given or when it shall be 
given. In practice, the oil is held in the carrier’s tanks awaiting the 
convenience of the consignee. The evidence points to the conclusion 
that, because of the close relationship between the purchasing, carry- 
ing, and producing and refining corporations, these operations are 
considered as one, and that the corporation whose function should 
properly be the transportation of the oil has assumed the added 
function of a warehouseman to supply the deficiency in storage facili- 
ties of its affiliates. 
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The contention is strongly urged that the storage now afforded 
under the tariffs is wholly incident to transportation, and that it is 
such as is contemplated in the rates for the movement of the oil from 
the wells to the points of delivery. It is likened to the storage in 
transit of grain and cotton, and of commodities moving under through 
barge-rail rates. The carrier has failed to bring to our attention, how- 
ever, any proceeding in which we have authorized or approved the use 
of carrier facilities for unlimited periods for storage purposes without 
compensation in addition to the rates for transportation, or any tariff 
rule prescribed by us under which storage or demurrage charges are 
assessed or withheld at the discretion of the carrier. 

Our tentative conclusions, with respect to the amount of storage 
that should be considered as reasonably necessary for operating pur- 
poses, were based, in part, on estimates cf the volume of oil received 
for transportation in 1934 and 1935 and on the possibility of in- 
creased traffic in the future. The record now before us discloses the 
actual quantity of each grade of crude oil received from 1931 through 
1936, the pumpings from the points of concentration or storage, and 
the deliveries to vessels at the terminals. It appears from these 
statistics that the amount of oil received at Winkler station increased 
from 2,193,685 barrels in 1934 to 5,711,602 in 1936, at Midland from 
3,764,949 barrels in 1934 to 6,708,609 in 1936, and at Refugio from 
4,183,666 barrels to 8,000,874 barrels. Deliveries at Atreco increased 
but slightly, from 19,345,949 barrels in 1934 to 19,606.898 barrels in 
1936. Deliveries at Harbor Island terminal, corresponding with 
receipts at Refugio, almost doubled, from 4,156,796 barrels in 1934 
to 8,111,388 in 1936. 

We are of the opinion that storage at McCook for 1,120,000 barrels 
would be adequate to meet all transportation requirements. To store 
this quantity of oil would require the usable space provided by tanks 
aggregating about 1,200,000 barrels nominal capacity. Accord- 
ingly 37 percent of the nominal capacity at McCook. including sup- 
porting areas of land, will be classified as owned and used for com- 
mon-carrier purposes, and 63 percent as owned but used for purposes 
other than those of a common carrier. We further find thar storage 
for 520,000 barrels would be sufficient at Hendricks, provided by 
seven tanks aggregating 560,000 barrels nominal capacity. This 
is 46.6 percent of the capacity at Hendricks. The remaining 53.4 
percent will be classified as owned but used for purposes other than 
those of a common carrier. The five tanks which the record shows 
were unsuitable for use on valuation date, including the land oc- 
cupied by them, will be classified as owned but out of service. All 
the facilities at Heard and Harbor Island appear to be used in 
carrier service and will be so classified. 
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Although we have reached the conclusion that not all the carrier’s 
.storage facilities are required or used in its common-carrier opera- 
tions, they have all been included in our valuation under appropriate 
classifications. If changes occur in the future which require a 
greater or less use of these facilities, revisions of the classifications 
can then be made. 


CLASSIFICATION OF PUMPING STATIONS 


The power required to force oil through the carrier’s lines is ob- 
tained by the use of centrifugal pumps. On the West Texas divi- 
sion 15 pumping stations have been constructed, one of which, lo- 
cated at Odessa, was abandoned prior to valuation date. Of the 
remaining 14 stations, we classified 6, located at Hobbs, Wink, Mic- 
land, Talpa, Temple, and Cleveland, as owned and used for common- 
carrier purposes. The other 8 stations were not in operation on 
valuation date and had not been used for some years prior thereto. 
We accordingly classified them as out of service. They are located 
at Midway, between Wink and Midland, and at Garden City, Bronte, 
Zephyr, Evant, Hearne, Shiro, and Grayburg, between Midland and 
Atreco. The carrier contends that all of its stations except Odessa 
should have been classified as owned and used. 

When the carrier in 1927 acquired the line from Wink to Midland, 
formerly owned by the Atlantic Oil Producing Company, the wells 
in the Winkler pool were producing large quantities of oil. The 
output during the peak of production had reached 53,000 barrels 
daily. Connections at Midland were unable to handle oil in such 
volume, and it was therefore decided to construct the line from Mid- 
land to tidewater at Atreco. A 10-inch line was built, having a 
capacity of 40,000 barrels per day, and, in accordance with accepted 
standards of construction for a line of that size and capacity, pump- 
ing stations were erected at approximately 40-mile intervals. This 
required 11 stations at intervals varying from a minimum of 35 miles 
to a maximum of 60 miles, depending upon the topographical 
conditions encountered. 

These 11 stations when used in various combinations have dis- 
tinct steps of capacity. Thus with all in operation the lighter 
crudes can be pumped to a maximum of 42,000 barrels in 24 hours. 
If the volume ranges between 26,500 barrels and 32,000 barrels six 
stations are required, if between 19,500 and 26,500 barrels four sta- 
tions are required, and if between 15,500 and 19,500 barrels two 
stations are required. The station at Midland is capable of pump- 
ing up to 15,500 barrels per day. When the flow does not exceed 
19,500 barrels the two stations, Midland and Temple, are used. For 
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the next upward step Talpa and Cleveland are added, and when the 
capacity of these four stations is exceeded Talpa and Cleveland: 
are eliminated and Bronte, Zephyr, Shiro, and Grayburg are added 
in combination with Midland and Temple. This procedure is nec- 
essary to maintain a proper balance with even distribution of the 
load from one station to the next. 

From the beginning of operations in 1929 until March 1931, ex- 
cept for brief periods of time, the volume of oil moved required 
the use of each of the 11 stations. During the early part of this 
period the flow was approximately equal to the capacity of the 
line. In December 1931 nine stations were used, but since that 
date the volume of oil transported has been so far below the ca- 
pacity of the line that no more than four stations have been used 
In the pumping operations on the Midland-Atreco line. The sta- 
tion at Midway has not been in use since the period of peak pro 
duction in the Winkler pool, about 1928 or 1929. When the opera- 
tion of the stations was discontinued contracts for power were 
terminated and have not since been renewed. Apparently no defi 
nite plans have been made looking to the return of any of these 
stations to use. 

The carrier takes the position that although the various stations 
which we excluded from the carrier classification were not in op- 
eration on valuation date and had not been for several years they 
are available for use and will be used when the volume of oil offered 


| 
| 
; 
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exceeds the capacity of the stations included as carrier-used prop- 
erty. It is said that the reduction in traffic in recent years is but 
the reflection of a temporary period of depression in industry, dur- 
ing which exploration practically ceased and avails were limited ‘to 


existing sources of supply, whereas the trend is now definitely 
upward, exploration is being carried on intensively, and consider- 
able increase in traffic can be confidently anticipated. In this con- 
nection, it 1s to be observed that the average daily movement of oil 
through the Midland-Atreco line during the year 1936 was 16.998 
barrels with a maximum of 24,763 barrels, as compared with an 
average of 11.343 barrels in 1934 and a maximum of 14.527 barrels. 
The average daily movement in 1936 was approximately the same 
as in 1932 and less than in 1931. It thus appears that, although 
there has been a substantial increase in traffic since valuation date, 
the present movement is well within the capacity of the stations 
classified by us as in carrier service, and nothing of record warrants 
the conclusion that this capacity will be exceeded in the near 
future, if ever. 

| In our opinion, no change in our tentative classification of the 


carrier’s pumping stations is required. 





CONSENT DECREE PROGRAM—DEPARTMENT OF JUSTICE 551 
CLASSIFICATION AND VALUE OF LAND 


The carrier protests our noncarrier classification of certain areas 
of land owned by it in the Leach tank farm near Hobbs, in the 
Horton tank farm near Longview, and in the Atreco terminal, It 
also protests our appraisals of the lands, both carrier and noncar- 
rier, in the Leach and Horton farms, principally on the ground 
that the cost of acquiring them exceeds the values we assigned to 
them, but offers no objections to the values assigned to the lands 
at Atreco. The cost of the carrier’s lands as a whole at the time 
of their dedication to public use is contained in our report herein 
of original cost. 

In 1930, the carrier purchased a tract of land near Hobbs to be used 
as the site of its storage tanks and pumping facilities in the Lea 
County oil field. The land was occupied at that time as homestead 
property and was purchased in its entirety. Portions of the tract 
were subsequently sold to the Tidal and Humble Oil Companies, and 
on valuation date the area retained by the carrier amounted to 276 
acres. The right-of-way of the Texas-New Mexico Railway Company 
passes through the property near its western boundary. On the east 
side of the right-of-way the carrier has erected various structures, in- 
cluding tanks, a pumping station, a garage, and a warehouse. The 
area occupied by these structures, comprising 113.67 acres, is enclosed 
with fences, and was classified by us as owned and used for common- 
carrier purposes. The remaining area of 162.33 acres, consisting of 
ubout 80 acres adjoining the site occupied by the tanks and pumping 
facilities, 60 acres separated from the tank site by the land sold to 
other oil companies, and a strip on the west side of the right-of-way, 
was unfenced and unoccupied on date of valuation and at the time of 
the hearing. It was classified in the tentative valuation as noncarrier 
property. 

The carrier contends that the area considered by us as not used in 
its carrier operations is required in order to protect its facilities at 
this location from the hazards of fire, which might result from occu- 
pancy of the land by undesirable tenants, and is to provide for future 
expansion. The area in question was not acquired for the purpose of 
providing a barrier against fire or for the future development of this 
location, but constituted part of a single tract which could not have 
been obtained, except as a whole. The noncarrier classification is 
approved. 

We appraised the 276 acres comprising the carrier’s land holdings 
at the Leach farm at $3 per acre. The actual cost in 1930 is said to 
have been approximately $16.61 per acre, and the carrier received 
$40 per acre for the portions which it subsequently sold. It is not de- 
nied that similar land in the vicinity could have been acquired for 
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$2 per acre, but the point is urged that purchases for pipe-line pur- 
poses must be made at designated locations and almost regardless of 
price. The amount of $16.61 per acre paid for the land is suggested 
as indicating its minimum value. 

Our appraisal of lands owned by a common carrier is based on the 
market value of similar adjacent and adjoining lands, under the prin- 
ciple announced by the Supreme Court of the United States in Minne- 
sota Rate Cases, 230 U.S. 352. The value of $3 per aore is approved. 

At the Horton tank farm, on the East Texas division, the carrier 
owns 75.9 acres of land and leases 1.64 acres. Tanks, pumping sta- 
tions, cottages, and miscellaneous structures occupy a tract of 70.1 
acres adjoining the right-of-way of the International-Great Northern 
Railroad Company. Across the right-of-way and fronting on a 
State highway is a small tract of 1 acre on which the carrier has con- 
structed bunkhouses and an office building. These two tracts, aggre- 
gating 71.1 acres, were classified in the tentative valuation as prop- 
erty owned and used for common-carrier purposes. A third tract of 
4.8 acres lies across both the right-of-way and the highway from 
the area occupied by the carrier’s storage and pumping facilities. No 
structures have been erected on this tract and it is not used for any 
purpose. It was accordingly classified as noncarrier property. In 
addition, the carrier leases two small strips of land, aggregating 1.64 
acres, Which le within the right-of-way of the International-Great 
Northern Railroad Company and between the residences, on one side, 
and the office and bunkhouses, on the other. These parcels were con- 
sidered by us as used by the railroad company for railroad purposes 
and were therefore omitted from the inventory of property used by 
the carrier. 

The Horton farm lies between the towns of Longview and Kil- 
gore, both of which have experienced a rapid growth of population. 
A few residences have been erected along this stretch of recently com- 
pleted highway, but refreshment stands and beer gardens, which the 
carrier considers detrimental to the interests of its employees, pre- 
dominate. It contends that it is under a moral obligation to protect 
its employees and their families from undesirable surroundings and 
therefore purchased the tract of 4.8 acres opposite the bunkhouses 
and cottages. It is also said that sometime in the future the land may 
be needed as a site for additional cottages, but no definite plans for 
such use have been made. The contention that this area is used for 
carrier purposes is not sustained and the noncarrier classification is 
approved. 

The two leased areas are separated by the track of the railroad 
company. The right-of-way at this location is 200 feet wide, and 
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the carrier has leased 66 feet on each side for a distance of 520 feet 
at an annual rental of $12. These two strips have been improved 
with lawns, and are apparently used mainly for the purpose of 
affording additional space for the occupants of the cottages and bunk- 
houses: In our opinion, the use made by the carrier of these small 
areas may properly be deemed as incidental to their main use by the 
railroad company for right-of-way purposes. No change will be 
made in the tentative valuation in this respect. 

The area of 70.1 acres utilized as the site of the tank farm consists 
in large part of relatively low land, and it is well adapted to its 
present use, in that it permits the gathering of oil from the leases by 
vravity. It was purchased in 1931, after extensive surveys of avail- 
able areas at a cost equivalent to $85.26 per acre. The other lands 
owned by the carrier at this location front on the highway and were 
purchased in 1934 for $206.90 per acre. The large area was ap- 
praised by us at $10 per acre and the smaller areas at $25 per acre. 

The carrier protests that the values which we assigned to these 
lands have been based on the normal values of adjoining and adja- 
cent lands for general purposes, without regard to the special adapt- 
ability of the carrier’s property for pipe-line use. The special value. 
for which the carrier contends, is $100 per acre, although it is con- 
ceded that for purely agricultural purposes $10 would be a reasonable 
value for land similar to the 70-acre tract. As hereinbefore ex- 
plained, the appraisal of carrier lands on the basis of the market 
value of similar adjoining and adjacent lands is in consonance with 
the holding of the Supreme Court of the United States in Minne- 
sota Rate Cases, supra, and is the method which we have consistently 
followed throughout our valuation work. The values tentatively 
found are approved. 

The carrier owns 1,148.51 acres of land at Atreco, of which we 
classified 368.99 acres as used for common-carrier purposes and 
779.52 acres as noncarmer property. The noncarrier classification is 
protested, and we are asked to classify the entire area as property 
used in common-carrier operations. 

The lands at this location consist in part of upland and in part 
of low-lying marshland bordering on the Neches River. The stor- 
age tanks on the Atreco farm occupy the higher ground, and they 
are connected with the loading docks on the river by some 10 or 12 
pipe lines extending across the marsh on an elevated wooden struc- 
ture. The area of 368.99 acres which we classified as common- 
carrier property includes the land occupied by the tank farm, a strip 
500 feet in width and approximately 1 mile in length connecting 
the farm and docks, and the dock property along the river. The 
marshlands on both sides of the 500-foot strip and the unused area 
adjoming the tank farm comprise the areas classified as nonearrier. 
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It is said that these marshlands present the greatest fire hazard 
with which the carrier is confronted, and that they must be under 
complete control at all times to prevent their use by hunters and 
trappers. Marsh fires, once started, spread rapidly, and if they were 
not quickly extinguished would cause great damage. Reference was 
made to a serious fire which destroyed one of the carrier’s docks at 
Atreco, but apparently that fire did not originate in the marshlands, 
but on the dock. 

We recognize that fires are always a potential source of danger in 
pipe-line operations, and, particularly, when they originate in prox- 
imity to exposed oil pipes. or where oil is loaded into vessels. The 
carrier’s control over its lands at Atreco, however, is not limited to 
those classified as in carrier use, but extends in the same degree to all 
its lands, carrier and nonearrier. We are not convinced from the 
record that insufficient consideration has been given to the danger of 
fire in our failing to inelude all the land at Atreco in the carrier classi- 
fication, as urged by the carrier. The classification in the tentative 
valuation is approved. 

FINAL VALUE 


7 2 ee tee seat 


follows: Owned and used $14,675, 000, owned but =p Toi Dut poses 
other than those of a common carrier $675,000- OWied Dut not used 
$322,000, and used but not owned $11.548. 

An order will be entered in accordance with our findings. 


—— 


ORDER 


At a session of the INTERSTATE COMMERCE COMMISSION, 
Division 1, held at its office in Washington, D. C., on the 8th day of 
December, A. D. 1937. 

Valuation Docket No, 1203 
Atlantic Pipe Line Company 


This case having been duly heard and submitted by the parties, and 
full investigation of the matters and things involved having been had, 
and said division having, on the date hereof, made and filed a report 
containing its conclusions thereon, which report is hereby referred to 
and made a part hereof : 

It is ordered, That the following be, and it is hereby declared to be, 
the final valuation of the property of the Atlantic Pipe Line Company, 
as of December 31, 1934: 

Location and general description of property—The Atlantic Pipe 
Line Company, hereinafter called the carrier, owns trunk pipe lines 
and gathering lines in the States of New Mexico and Texas. The 
principal trunk-line route extends southeasterly from Wink, Tex., to 
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Atreco, near Port Arthur, ‘Tex., a distance of about 582 miles. Other 
Important trunk lines project from a connection with this main route 
from Midland, northwesterly to Hobbs, N. Mex., and from Smiths 
Bluff Junction, northwesterly to Longview, Tex. The carrier also 
owns a short branch line serving the Moore pump station at Hender- 
son, Rusk County, Tex.; a secondary route between Smiths Bluff and 
Atreco, Tex.; a short connecting line from near Smiths Bluff to the 
Texas Company’s Port. Neches refinery: a barge line used in trunk- 
line service, extending from Oak Point loading terminal in Chambers 
County, Tex., through Galveston Bay, to the Texas City loading 
docks; and two parallel trunk lines in Refugio, San Patricio, and 
Nueces Counties, extending from Refugio to Harbor Island terminal, 
with a short connecting line from Aransas Pass to the Humble Pipe 
Line Company’s Ingleside terminal. The barge and the two last- 
mentioned lines are detached from the trunk lines located m west and 
east Texas. ‘The operated trunk lines aggregate 889.154 miles and, 
with the exception of 5.487 miles in New Mexico, are all located in 
‘Texas. The total of all trunk pipe lines owned and operated is 
972.579 miles, including 889.154 miles of line and 34.155 miles of loops 
and parallel lines. 

Gathering lines are seattered throughout the territory served by 
the trunk lines. The lines located in Lea County, N. Mex., serve 
the Hobbs oil field; those in Ward and Winkler Counties serve the 
oil fields in the vicinity of Wink in west Texas; those in Coleman 
County serve the oil fields at or near Talpa, Tex.; those in Gregg, 
Rusk, and Upshur Counties serve the oil fields in the vicinity of 
Longview and Kilgore in east Texas; those in Chambers County 
serve the Barbers Hill oil field near Cedar Bayou, Tex.; those in 
Refugio County serve the Refugio and Greta oil fields of southeastern 
Texas; and those in Karnes, Goliad, and Bee Counties serve the 
Pettus and Tuleta oil fields located northwest of Refugio, Tex. At 
all these gathering fields are located pumping equipment, buildings, 
tanks, and other facilities for handling oil received from producers. 
Gravity pipe lines project from some of the oil fields. The operated 
gathering lines aggregate 374.733 miles of pipe, of which 19.053 
miles are located in New Mexico and 355.680 miles in Texas. 

In addition to the owned and used property mentioned above, the 
carrier owns a small refinery located at Texas City, Tex., which it 
leases for exclusive use to the Stone Oil Company, a nonearrier. It 
also owns certain property that was not in use on date of valuation, 
consisting principally of idle pump stations and equipment located 
therein. 

The carrier leases from the Associated Pipe Line Company two 
1.000-barrel oil tanks, and from the Independent Pipe Line Com- 
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pany three 1,000-barrel oil tanks. All of these leased tanks are 
located on the Harris lease in Gregg County, near Longview, Tex. 

The carrier leases certain land located at Harbor Island, Tex., 
from the Aransas Dock and Channel Company upon which it has 
constructed important terminal facilities. It also has joint use of 
that company’s wharf at Harbor Island for loading vessels. The car- 
rier also has joint use of docks situated at Texas City, Tex., owned 
by the Texas City Terminal Railway Company and used for deliver- 
ing oil to vessels. The rental for the jointly used facilities is based 
on a certain sum for each barrel of oil loaded. 

Capital stock and long-term debt.—The carrier has outstanding, 
on date of valuation, a total par value of $10,000,000 common stock. 
It has no outstanding long-term debt. 

Results of corporate operations—For the period from December 
7, 1927, to date of valuation, the aggregate operating expenses have 
been 46.25 percent of the operating revenues, and for the year ending 
on date of valuation, 46.54 percent. During the period of 6 years 
preceding date of valuation average annual dividends of 34.4 per- 
cent on common stock have been declared. 

Original cost to date—The original cost to date of the property 
owned or used by the carrier, except as noted below, including the 
carrier’s portion of jointly owned property, as detailed in appendix 2, 
is found to be as follows: 


Owned and used for common-carrier purposes, including $550,554 
fer land and rights-of-way__---_-----~- to. St Suk LE Ga as 


Owned but used for purposes other than those of a common carrier, 
OR ee ee 924, 862 


Owned but not used: 
Leased to the Stone Oil Company, a noncarrier, including $4,850 














a a sl sain a a te eri ia tctbep eatii 95, 748 
Property out of service, including $3,491 for land___------____~ 430, 585 
Total, inciuding G6,061 for. laRO ws cc — onnbqncustncnsdnaonnctens 026, 333 
Used but not owned, leased from— 
Humble Pipe Line Company, land___-----~- jh ils is cen alias een cies tip on 311 
Associated Pipe Line Company, oil tanks__._-____-___________ 1, 486 
Independent Pipe Line Company, oil tanks.__---__--__-___--___ 2, 323 
Total, including $311 for land- salad Maca metre outa Pacearame on caae ata . 4, 070 
Total owned, including $569,609 for land and rights-of-way___ 21, O20, 
Total used, including $550,865 for land and rights-of-way__- ( 19, 573. 498— 


In addition, the carrier uses 0.29 acre of land leased from the Texas 
City Terminal Railway Company, a common carrier, and 246.55 acres 
of land owned by private parties. The original cost of the 0.29 acre 
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and the 246.55 acres cannot be ascertained, as the necessary records 
are not obtainable. 

Investment in carrier property.—The investment of the carrier in 
carrier property, including land and rights-of-way, on date of valua- 
tion, is stated in its books as $21,108,689.67. If readjustments were 
made, as indicated by our accounting examination, this amount would 
be reduced to $21,019,960.87 recorded money outlay. This condition- 
ally adjusted amount includes $924,862 for oil storage facilities in 
excess of those required for transportation purposes, herein classified 
as owned but used for purposes other than those of a common carrier. 
Further information will be found in appendix 2. 

Cost of reproduction new and cost of reproduction less deprecia- 
tion—The cost of reproduction new and cost of reproduction less 
depreciation of all property, other than land, rights-of-way, and ma- 
terial and supplies, owned or used by the carrier, are as shown below. 


Cost of re- | Cost of re- 


Classification production | Protuation 
| new ess depre- 


ciation 


is a whole 


Owned and used for common-carrier purposes $15,716,192 | $12, 185, 434 
Owned but used for purposes other than those of a common carrier a 873, 008 655, 765 
Owned but not used: ae = ‘cp 
Leased to Stone Oi] Company (noncarrier) ; 205, 373 32, 860 
Property out of service 347, 723 256, 978 
Total owned but not used : 553, 096 289, 838 
Used but not owned, leased from as oe 
Associated Pipe Line Company XL, 770 1,770 
Independent Pipe Line Company 2 2, 698 
Total used but not owned 4, 468 


Total owned 131, 037 
Total used 12, 189, 902 
— 





In New Mezxico 


Owned and used for common-carrier purposes 273, 420 205, 460 
Owned but not used, property out of service 1, 305 966 
Total owned E 274, 725 206, 426 
Total used 273, 420 205, 460 
In Texas 

Owned and used for common-carrier purposes 15, 442, 772 11, 979, 974 
Owned but used for purposes other than those of a common carrier 873, 008 655, 765 

Owned but not used —e ee ee 
Leased to Stone Oi] Company (noncarrier) 205, 3273 32, 860 
Property out of service 346, 418 256, 012 
Total owned but not used : 551, 791 288, 872 
Used but not owned, leased from liek ; 
Associated Pipe Line Company 1,770 1,770 
Independent Pipe Line Company 2, 698 2, 698 
Total used but not owned 4, 468 4, 468 
Total owned 16, 867, 571 12, 924, 611 


Total used diakgne 15, 447, 240 11, 984, 442 


98505 O—57—pt. 1, vol. 1 37 
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These amounts, classified in conformity with the uniform system of 
accounts for pipe lines, as prescribed by us, are shown in the sum- 
mary sheets in appendix 1. Information as to the character of the 
leased property will be found in appendix 2. 

The cost of reproduction is subdivided between trunk-line and 
gathering-line properties in the summaries shown in appendix 1. 


The prices used in arriving at cost of reproduction were determine 
from a study of costs prevailing over a period of yeyts beth prior 
and subsequent to date of valuation. Mah bie tora 


Cost of lands at the time of dedication to public use, and their pres- 
ent value—The carrier owns and uses for common-carrier purposes 
885.23 acres of land. It also owns 178.06 acres of land, which it uses 
for purposes other than those of a common carrier, for the support 
of oil tanks used for storage of oil in excess of etm transportation 
requirements. It also uses but does not own 247.63 acres of land, 
viz, 1.08 acres leased from other common carriers and 246.55 acres 
leased from private parties. The original cost of the lands leased 
from private parties and 0.29 acre leased from the Texas City Ter 
minal Railway Company cannot be ascertained, as the necessary rec 
ords are not obtainable, as explained in appendix 2; the original cost 
of all other lands referred to above is as follows: 


- 
Classification Trunk Gather 
iiie’ ng line 
isa whole 
Owned and used for common-carrier purposes SAK, O65 $5, 780 S04. 445 
Owned but used for purposes other the in those of a common carrier 10,714 10,714 
Used but not owned, leased from Humble Pipe Line Company $11 311 
| 
Total 99, 379 6.081 | 105, 470 
In New Merico 
Owned and used for common-carrier purposes : é | 1, 888 1, SSS 
In Texas 
Owned and used for common-carrier purposes... 8A, 777 5, 780 Q2. 557 
Owned but used for purposes other than those of a common carrier } 10, 714 | 10, 714 
Used but not owned, leased from Humble Pipe Line Company $11 311 
Total. aes mead a cl : 47, 491 6, 091 103, 5&2 


The area and present value of the carrier lands owned or used, in- 
cluding lands underlying oil storage tanks classified as owned but used 


for purposes other than those of a common carrier, subdivided | 
tween trunk lines and gathering lines, and niente by States, are 
as shown below. The carrier’s portion of jointly owned land is 
included with that wholly owned and used. 
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| 
Trunk lines | Gathering lines Total 
| | 
} ES | i | ea 
Classification | 
| Present | . | Present | Present 
| Acres value | Acres | value Acres | value 
| | | 
As a whole | * 
Owned and used for common-carrier pur- | | | 
poses ; 5 ..-----| 866.93 | $58,411 | 18.30 $3,906 | 885.23 | $62, 407 
——SSSS=aa==_ s El" DS O—aSESS OLE CSO ee es — 
Owned but used for purposes other than | 
those of a common carrier.......-. 178. 06 | 4, 452 tol, 17.60 4, 452 
Used but not owned, leased from—' wy ar | | =a 
Humble Pipe Line eg a4 ‘ 0. 79 59 0.79 | 59 
Texas City Terminal Railway Com- 
pany 174 Wee . 29 | 174 
Atlantic Oil Producing Company 822 5 82. 25 822 





Other private parties 5, 589 
Total 
Total owned ..| 1,044. 90 62, 863 18. 30 3,996 | 1, 063. 20 66, 850 
Total used 1, 084. 26 64, 006 48. 0 4,850 | 1, 132. 86 69, BAS 


In New Merico 
Owned and used for common-carrier pur- 


poses. : nebo 113. 67 S41 113. 67 $41 
In Te ras - - -== = ——— = —————4 ——S== 

Gwned and used for common-carriler pur- 
poses : 753. 26 5a, O70 18, 30 3, 006 771. 56 62, 006 


Owned but used for purposes other than 


those of a common carrier 178. 06 4,452 178, 06 4, 452 
Used but not owned, leased from soe ake Co 
Humble Pipe Line Company 0.79 5Y) 0. 79 ay 
Texas City Terminal Railway Com 
pany 0, 20 174 . 29 174 
Atlantic Ol] Producing Company 82, 25 822 82. 25 822 
Other private parties 134. 70 5,680) 20, Al sod 164. 30 6, 303 
Total 217. 33 6. SRS 30. 30 863 247. 63 7, 448 
Total owned 931. 32 62, 522 18. 30 3, G96 949. 62 66, 518 
Total used 970. 59 64, 654 +5. 0 4,859 | 1,019, 19 | 69, 514 
Does! nelude certain areas occupied by tanks leased from the Associated Pipe Line Company and 
the Independent Pipe Line Company. These items are of a minor nature and were not reported by the 
rrier 


Costs of righ ‘w-of-rway at the time of dedication to public use and 
their present valve—The carrier owns and uses for common-carrier 
purposes, through easements, certain rights-of-way, the original cost 
of which, so far as supported by accounting records, is $456,109, of 
Which amount $429,933 represents the cost of trunk-line rights-of- 
way and $26,176 the cost of gathering-line rights-of-way. The orig- 
inal costs of these rights-of-way, together with their present values 
representing the unamortized portion of the original cost assignable 
to the unexpired service life of the rights-of-way on the date of 
viltiation, distributed by States, are as follows: 


Trunk lines | Gathering lines Total 
| . ‘ Sill ta amas 
State ‘ | toi | 
State | Original | Present Original Present | Original Present 
cost value | cost | value cost | value 
In New Moexice $2, 183 $2, 030 2, 183 $2, 030 
In Tex 427, 750 387, 308 $2H, 17t $23, 754 453, 926 411, 062 


Total 429, 933 389, 338 Mi, ITF 23, 754 156, 109 413, 092 
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Property out of service or held for purposes other than those of u 
common carrier —In addition to the property owned but used for 
purposes other than those of a common carrier, including land sup- 
porting tanks used for storage of oil in excess of normal transporta- 
tion requirements, the carrier owns certain land which is held for 
nonearrier purposes and certain other land which is classified herein 
as out of service. 

The areas of the land classified herein as held for noncarrier pur- 
poses, together with their original cost and present value, distributed 
by States, are as follows: 











. Original Present 
State _|) Acres cost value 
- Sippel laidklpil os siete 
eNew Mexico......--. en ero i x 162. 33 $2, 696 $487 
Texas__.-- iad eS ES ee amie [ a 819. 67 eral 100, 072 
ai aie 982. 00 | 93, 570 | 100, 559 





Of the land classified as held for noncarrier purposes, that in New 
Mexico, with an area of 162.33 acres, an original cost of $2,696. and a 
present value of $487, is vacant and unused. Of the land in Texas, 
784.32 acres, with an original cost of $74,253 and a present value of 
$82,879, are vacant and unused; 3.52 acres, with an original cost of 
$880 and a present value of $35, are abandoned ; 22.13 acres, with an 
original cost of $10,900 and a present value of $13,278, are occupied 
by a noncarrier oil company’s tanks; and 9.70 acres, with an original 
cost of $4,850 and a present value of $3,880, are leased to the Stone 
Oil Company, a noncarrier. 

The area of the land classified herein as out of service, together 
with its original cost and present value, is as follows: 


State | Acres | Original Present 


| cost value 
——— $$ = — —- asm ~ - Se - | - — 


0 depict bi dhs en ek eee theh de <aedsqnst sad on eet $1, 061 


‘The accounts a hs carrier at date of valuation do not record, as 
such, any investment in miscellaneous physical property. However, 
its investment in carrier property account includes $88,728.80, repre- 
senting the cost of vacant land, abandoned land, and land occupied 
by a noncarrier oil company’s tanks, classified herein as noncarrier, 
viz, $2,695.63 for land in New Mexico and $86,033.17 for land in 
Texas; and $924,862 for oil storage facilities not used for transporta- 
tion purposes, consisting of $914,148 for structural property and 
$10,714 for land. 

The carrier owns and holds cash on hand and material and supplies 
in the amount of $190,729. Of this amount, $123,200 is necessary for 
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its use as working capital and the sum is, therefore, included in the 
final value stated elsewhere in this report. The remainder, $67,529, 
is owned and held by the carrier for noncarrier purposes. 

Aids, gifts, grants, and donations.—The carrier has not received 
any aids, gifts, grants, or donations. 

Material and supplies —TYhe book value of the material and sup- 
plies on hand on date of valuation is shown in the records of the 
carrier as $185,740.49. 

Final value.—After careful consideration of all facts herein con- 
tained. including appreciation, depreciation, going-concern value, 
working capital, and all other matters which appear to have a bearing 
upon the values here reported, the value for rate-making purposes, 
as of December 31, 1934, of the property owned or used by the carrier 
is found to be as follows: 


- — 











1 
Classification Final value 
Owned and used hi oe ae pg 2 tele ees tee | $14, 675, 000 


Owned but used for purposes other than those of a common carrier De Sicko ae ciemneelens | 675, 000 
Owned but not used: ie > ome 





Leased to Stone Oil Company, & noncarrier. ......-......--------------------------.- | 37, 000 
Property out of service ; oe : coastal 285, 000 
Te@t. «2.2... i Wanna 322, 000 
Used but not owned, leased from 7 

Texas City Terminal Railway Company. Ca Sun en 174 
Humble Pipe Line Company d é uae 5Y 
Associated Pipe Line Company | 1, 600 
Independent Pipe Line Company | 2, 50 
Private parties val 7, 215 
Total... ca ee ae ee ee — , ee en ~=4 11, 548 
Total owned ex ; ts ear ASPS72, 000. 
Total used a 14, 686, 548 





The sum of $123,200 is is included in the value above stated as owned 
and used on account of working capital, consisting entirely of a stock 
of material and supplies. 

No other values or elements of value to which specific sums can now 





be ascribed are found to exist. 

Ap pendixes.—Attached hereto and made part hereof are appen- 
dixes 1. 2,3, and 4. Appendix 1 gives the explanatory text and sum- 
mary sheets showing allocation of mileage by States, and the classi- 
fication of the cost of reproduction new and cost of reproduction less 
depreciation, above set forth, in conformity with the classification of 
expenditures for investment in carrier property prescribed by us. 

Appendix 2 shows in detail the history and organization of the 
carrier. moneys and other considerations received by reason of issue 
of stock, the net and gross earnings, the development of fixed physical 
property, investment in carrier property, the cost of lands and rights- 
of-way. the general balance sheet statement, and other pertinent 
information. 

Appendix 3 is a statement of the method for determining working 
capital. 
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Appendix 4 is a statement of the methods employed and of the 
reasons for the differences between the various cost values reported. 

The accounting, engineering, and land reports, copies of which have 
been furnished to interested parties and the State officials of the 
States in which the carrier operates, give the details respecting the 
figures here reported, and are on file in the Bureau of Valuation of the 
Commission, open to public inspection, and subject to the direction of 
Congress. These reports are referred to for greater particularity as 
to the matters herein stated. 

Section 19a of the Interstate Commerce Act, under which this re- 
port has been prepared, provides that upon completion of the original 
valuation the Commission shall thereafter “keep. itself informed of 
all new construction, extensions, retirements, or other changes in the 
condition, quantity, use, and classification of the property. Pursuant 
to this provision of the act we have issued orders which require that 
all such changes in the property of the carrier herein subsequent to 
December 31, 1934, be reported by it. The data so reported are on 
file in the Bureau of Valuation and open to public inspection. 

By the Commission, division 1, 

[ sFAL | W. P. Barren, 

Secretary. 
APPENDIX 1 
MILEAGE 


The mileage of the carrier for trunk lines and gathering lines is classified in 
the following table: 





Trunk lines 


! 
| 
Ricca iaetieel tata ceciesarcnegoanse Gathering 
| 















































Classification | | lines, all 
Loops and | lines 
| Line miles; parallel | All lines 
lines 
As a whole 
Owned and used_..-. i actin nee " | 889. 154 34. 155 972. 579 37.4, 733 
Owned but not used: 
Leased to Stone Oil Company (noncarrier) - Sas. Ngheh doe dbs Sache tee 6. 339 |.... ‘ 
Property out of service_.......-- ; oT eile eRe UME was 0 . 457 834 
Total owned but not used..........-...-- Sa ddes dds be bos bene. 6. 796 834 
OUN OWEG .. 5. cei ccas-- om ; 889. 154 | 34. 155 979. 375 375. 567 
FE ee eee ae eee eee Pe Jab Sauel 889. 154 34.155 | 972. 579 374. 733 
In New Mexico | | 
MICPURG BONE GUE sox Sac ch se nccciens i Liha 5. 487 cee e 5. 966 19. 053 
In Texas 
Owned and used_._.......... bbe ae idee oh ceil 883. 667 | 84. 155 | 066. 613 355. 680 
Owned but not used: 
Leased to Stone Oil Company (noncarrier)-_........|.....-..--- sees Lobeel 6. 339 
Property out of service. seeds. telest debs geecnnte’ 457 834 
Total owned but not used..__._.-. : coe 6. 796 R34 
|-—-—— == O_O SS_ O_O | SS ——— 





Dated emp. «ces secinuda~seort-dicaehdcete senda! 883. 667 34. 155 | 973. 409 356. 514 
OU DE nw sin dudvcces + cee 883. 667 | 34.155 | 966. 613 355. 680 
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PHYSICAL CONDITIONS AFFECTING CONSTRUCTION 


The country threugh which the pipe line traverses contains a wide variety 
of topographical features. 

Along that portion of the Hobbs-Atreco route from Hobbs to a point approxi- 
mately 60 miles east of Midland the country is fairly level and characteristic 
of west Texas. Scattered mesquite and scrub oak are found in this region, 
but in general the country is open and used principally as ranch land. The soil 
is sandy, with a hard layer of caliche rock a few inches below the surface of 
the ground. The elevation at Midland, which is the junction of the. line from 
Wink, is 2,900 feet, while at the Atreco terminal, situated on the Gulf coast, it is 
nearly sea level. At a point about 60 miles from Midland there is an abrupt 
decline in surface elevation, the drop being about 800 feet over a distance of 
10 miles, Through this region much rock is encountered, and the land is 
covered with a heavy growth of mesquite and oak. From the end of this 
decline to a point east of Evant station, Coryell County, the pipe line follows a 
rather rugged, rolling country, with mesquite and scrub oak and some cultivated 
fields. From this point and for a distance of approximately 15 miles there 
isa gradual decline in elevation of another S00 feet. Continuing southeastward, 
the pipe line traverses extensive farming country, thickly populated, to a point 
about 100 miles west of Atreco terminal, thence for a distance of about 60 
niles it crosses a very heavily wooded section of the State. From Grayburg 
station, Hardin County, to Atreco, the land is fairly level, and highly developed 
agriculturally. At the Atreco terminal, the land is very flat and marshy and 
used to a large extent for raising rice. The loading docks at this point are 
located on the Neches River ship channel, about 5 miles from Port Arthur. 

The line from Wink to Midland traverses a very desolate flat country. inter- 
spersed with sand dunes overlying a hard layer of caliche rock. The eleva- 
tion in the vicinity of Wink is approximately 3,600 feet above sea level, with a 
gradual decline eastward. 

The trunk line in east Texas traverses sandy, rolling country, and crosses 
many small creeks through Rusk, Nacogdoches, and Angelina Counties, The line 
starts at the Horton Tank farm, near Longview, which is in the Sabine River 
bottoms, at an elevation of 280 feet above sea level, and rises to an elevation 
of about 530 feet in the counties mentioned. Continuing southward, a number of 
deep ravines are encountered through Tyler County. From the south line of 
that county the remaining portion of the country traversed is fairly level, the 
elevation dropping to about sea level at the Smiths Bloff Junction, where con 
nection is made with the west Texas line. There is considerable marshland at 
Siniths Binff, necessitating placing the pipe on wooden skids. A large portion 
of this line runs through country that was originally heavily timbered with pine 
und oak, which has now been mostly cut. The soil is sandy clay loam. with some 
gravel and reck, In the construction of this line, it was necessary to cross the 
Neches River at Rockland, Evadale, and Smiths Bluff. The latter crossing 
was the only one offering unusual construction difficulties. 

The two parallel lines in Refugio, San Patricio, and Nueces Counties extend 
in a southerly direction to Aransas Pass, and then across the bay to Harbor 
Island. The general topography of the country traversed by these lines is 
very flat with black sandy loam soil. The Mission River and its tributaries 
are crossed three times, and Capano and Flamingo Bays are crossed once 
From Aransas Pass to Harbor Island, a distance of about 7 miles. the lines 


cross mud flats, and the pipe has been raised and placed on bents Very little 
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| 
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timber is found in this region, the land being used largely for pasture and 
agriculture. 5 

The average annual rainfall varies from 15 inches in west Texas to 49 inches 
at the Gulf coast and 40 inches in Northeastern Texas. The annual mean tem- 
perature is between 65° and 70° Fahrenheit, with extremes ranging from zero 
in winter to 105° above in summer. 


ECONOMIC CONDITIONS RELATING TO TRAFFIC 


The carrier is engaged in both the gathering and the transportation of crude 
oil almost exclusively for the Atlantic Oil Producing Company and the Atlantic 
Petroleum Purchasing Corporation. The oil is gathered at the several fields, 
pumped to, and stored at, tank farms, and eventually carried through the 
trunk lines from points in New Mexico and Texas to Atreco, Texas City, or 
Harbor Island terminals, located on the Gulf coast, and thence loaded on boats 
destined for the refineries of the Atlantic Refining Company, located at Bruns- 
wick, Ga., and Philadelphia, Pa. Oil gathered from the Barbers Hill field, 
Chambers County, moves from Oak Point terminal down Galveston Bay to the 
Texas City loading docks by means of a barge line. The carrier purchases 
no oil. 


PHYSICAL CHARACTERISTICS OF PROPERTY 


Accounts 103 and 153, Line Pipe.—-There has been inventoried under these 
accounts all line pipe and pipe used for tank-farm filling and suction lines 
where same are used for either trunk-line or gathering-line service. It does not 
include station piping. 

The pipe on that portion of the Hobbs-Atreco trunk line between Hobbs, 
N. Mex., and Midland, Tex., about 78.50 miles, is S-inch, seamless-steel, 40-foot 
lengths, acetylene-welded, laid by the carrier in 1930, while the pipe on this 
route between Midland and Atreco, about 510.60 miles, is 10-inch, seamless- 
steel, 40-foot lengths, acetylene-welded, laid by the carrier in 1928. On the 
Wink-Midland trunk line, about 70.97 miles, the pipe is also 10-inch, acetylene- 
welded, about 20 miles having 20-foot lengths and the remainder having 40-foot 
lengths, and was laid in 1927-1928. The Longview-Smiths Bluff trunk line, 
about 180.52 miles, has new 10-inch, National seamless pipe, 40-foot lengths, 
double-bell with chill ring, electric-welded, laid by the carrier in 1931. Between 
Smiths Bluff and Atreco, about 7.12 miles, there is an 8-inch line which parallels 
the west Texas 10-inch line, laid in 1924. At the Smiths Bluff Junction, all 
the lines are manifolded together so that either the S- or 10-inch line can be 
used to receive oil from east or west Texas and carry it to the Atreco terminal. 
The spur to the Texas Company's Port Neches refinery, about 1.83 miles, has 
S-inch pipe, laid in 1926. The spur to Moore Station, at Henderson, about 2.35 
niles, has 6-inch, acetylene-welded steel pipe, laid in 1934. Between Refugio 
end Harbor Island, about 33.92 miles, there are two parallel lines, one being 
G-inch pipe for the entire distance and the other being a combination of 8- and 
10-inch pipe line, laid in 1929-1930, but acquired second-hand by the carrier in 
February 1931. The 6-inch line has screw-end pipe, 20-foot lengths, while the 
S- and 10-inch line has lap-weld pipe, plain-end, bell-and-spigot, 20- and 40-foot 
lengths. The Ingleside spur, about 4.12 miles, connecting the Humble Pipe Line 
terminal, has mostly 6-inch lap-weld, steel pipe, 20-foot lengths, laid in 1930, 
but acquired by the carrier in February 1931. 

The gathering lines have pipe varying in size from 2- to 12-inch, the 4- and 
G-inch pipe predominating. Most of these lines were laid or acquired between 
the years 1927-1931. 
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Accounts 104 and 154, Line-Pipe Fittings.—Under these accounts have been 
inventoried all valves, fittings, river Clamps, pipe casings under highways and 
railroads, et cetera, that are used on the main lines, and also all gate valves 
and fittings located on tank farms that are used in trunk-line and gathering-line 
service. The fittings consist principally of ells, tees, unions, nipples, bull plugs, 
couplings, flanges, and reducers. 

Accounts 105 and 155, Pipe-Line Construction.—Pipe-line construction includes 
clearing and grubbing. ditching and backfilling, both hand and machine work, 
installation of pipe, including cost of unloading, hauling, stringing, lining up, 
connecting, lowering and testing, protective coating, cutting and reerecting 
tences and gates, and other miscellaneous construction costs, such as borings 
at highway and railroad crossings and extra expense for river crossings. The 
dimension of trench varies according to the size of pipe to be laid and the 
contour of the country. The trench for 10-inch pipe averages 17 inches wide 
by 30 inches deep. The hard caliche rock encountered in west Texas had to be 
drilled and blasted in connection with excavating the pipe trenches. The aver- 
age width of cleared right-of-way is 20 feet. Protective coating for the pipe 
in general consists of one coat of cold primer and a hot coat of bitumastic 
enamel; one hot cout of “Ennjay” enamel and 1 wrapper of Johns-Manville 
paper; or one coat of No-Oxide, no wrapper. 

Accounts 106 and 156, Buildings.—There has been allocated to these accounts 
all the various types of buildings used in the operation of the trunk and gath- 
ering lines. On the Hobbs-Atreco trunk line, located at approximately equal 
intervals, are 10 pump stations, identical in construction of gunite and rein- 
forced concrete, designated Garden City, Bronte, Talpa, Zephyr, Evant, Temple, 
Hearne, Shiro, Cleveland, and Grayburg. Only the stations at Talpa, Temple, 
and Cleveland are active, the others being out of service. On the Wink-Midland 
trunk line, pump stations are situated at Wink, Midway, and Midland. The 
Midway station is out of service. Pump stations are situated along the Long- 
view-Smiths Bluff route at Horton, Moore, Mount Enterprise, Zavalla, and Silsbee. 
Two pump stations are located along the Refugio-Harbor Island line at O0'Con- 
nor and Heard. Buildings such as cottages, offices, bunkhouses, warehouses, 
garages, water-well houses, and other structures found around tank farms 
und stations, are also included. These auxiliary buildings are principally of 
frame or corrugated galvanized-iron and wood-frame construction and are conven- 
tional in design. Many of the cottages are of the ready-cut type, while some 
of the smaller pump houses and warehouses are Ideco or Truscon portable 
steel buildings. 

Accounts 107 and 157, Boilers —There are very few boilers in use. Those 
inventoried are locomotive and stanwood horizontal-fire tube-type boilers with 
smokestack and the usual fittings. 

Accounts 108 and 158, Pumping Equipment—Under these accounts, all trunk- 
line and gathering-line pumping equipment was inventoried. In general, this 
includes various types of gasoline engines, power and steam pumps, motors, elec- 
tric controls and switchboards, and electric generators and exciters. At all 
stations along the Hobbs-Atreco trunk line the pumping units consist of two 
Cameron centrifugal pumps, 5-stage, No. 6 Horizontal Multistage Turbine 
directly connected to General Electric Company 500-horsepower induction mo- 
tors, type KT 565 y, 2200-volt, 1800 revolutions per minute, complete with start- 
ing equipment and Northern Rotary sumppump unit. The main pumping 
units at fhe stations along the Longview-Smiths Bluff trunk line are Diesel 
electric generating with electrically driven centrifugal oil-line pumps and all 
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facilities necessary for the operation thereof. Euch of these three stations 
has three 6-cylinder, 840-horsepower, Diesel engines, driving electric generators, 
which in turn generate power for two 350-horsepower electric motors, which in 
turn drive two centrifugal oil-line pumps. 

Accounts 109 and 159, Machine Tools and Machinery.—A very small amount 
of machinery and tools was inventoried under these accounts. The principal 
units consist of pipe cutting and threading machine, pipe-repxir machines, drill 
press, grinder, shafting, hangers, pulleys, belting, and trolley ruuway. 

Accounts 110 and 60, Other Station Hauipment.—tineluded under these 
necounts are all outside station manifolds, pipe, valves, and fittings, but not 
the suction lines from the pump station to tanks at the various tank farms. 
At the intermediate stations, these accounts include the pipe and fittings from 
the manifold to the small storage tanks located at each station. Also included 
ure all service lines such as water, gas, steam, oil, and air lines, inside and 
outside wiring, power-distribution lines, water-cooling system, sump pits and 
reservoirs, generators, pressure guuges, and various other items including fire 
fighting equipment. 

Accounts 111 and 1614, Oil Tanks.—Tank farms are well distributed througli 
out the territory served. The most important layouts are located at Atreco 
terminal and the McCook tank farm situated at Midland, Tex. At each of 
these points are numerous steel storage tanks, mostly 55,000- and 80,000-barre! 
capacities, together with nec@ssary appurtenances, such as swing lines, valves, 
guuges,, plugs, and conservation equipment. The S0,000-barrel tanks are 
usually 117 feet 0 inches in diameter by 41. feet 10 inches high and consist of 
seven riveted rings. At the other tank farms and at most pump stations are 
located smaller tanks. The larger tanks in genera! have conical riveted or welded 
steel roofs and steel stairways. All tanks are protected by earth-embanukmeunt 
fire walls. 

Accounts 112 and 162, Delivery Facilities —lmportant sea terminals are lo 
cuted at Atreco, Texas City, and Harbor Island. These facilities are used for 
delivering oil from storage tanks to ships, and for receiving oil from the 
unloading rack and delivering same to tanks. The docks at Texas City and 
Harbor Island are not Owned, but are used by the carrier on a rental basis. 
The docks at Atreco are owned and are of pile-and-frame coustruction and 
have approaches, walkways, and pile clusters. Cousiderable dredging and 
bulkheading were necessary at this terminal. 

In general, the facilities at the principal delivery points include pump sta 
tions, railroad tracks, loading racks, dock houses, oil tanks, large oil lines 
for londing vessels, service lines, outside power-distribution system, sump and 
manifold pits, aud miscellaneous buildings and units of equipment, including 
p pe-cleaning machine, air compressor, and fire-fighting equipment. 

The carrier also owns a pile-and-frame dock, pile Clusters, and dock house 
located at the Oak Poiut Barge Loading Terminal, and railroad sidings serving 
its loading racks at Pettus and Refugio, Tex. 

Accounts 113 and 1638, Communication Systema.—The carrier owns telephone 
lines located along most of its pipe-line routes. In general, the poles are owned 
but in some imstances the wires are attached to pole-line pin space leased 
from telegraph companies and private parties. Some of this lensed pole line 
is situated along rights-of-way of railroads or along highways. There are 
instances where the wires of other companies are attached to the carrier's 

poles, for which a rental is received. 

Poles in general are eastern cedar, 5-inch top, ranging in length from 20 
feet to 30 feet, and carry two No. 8 or No. 9 Brown und Sharpe copper wires 
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vu wooden brackets. The poles are so spaced as to number from 32 to 35 
per mile. Extensive telephone equipment is located at the Midland, Atreco, 
uid Dallas offices, while wall phones and miscellaneous units are found ut 
most of the pump stations and important buildings. The carrier owns a total 
of $22.34 miles of pole line and 2379.72 miles of aerial wire. 

Accounts 11}, 164, and 184, Office Furniture and Equipment.—Under these 
accounts have been inventoried miscellaneous furniture, typewriters, calcu- 
lating machines, and office appliances, located in various buildings and pump 
stations along the pipe-line route, and at the carrier's general offices located 
in the Magnolia Building at Dallas, Tex. 

Accounts 115, 165, and 185, Vehicles and Other Work Equipment.—The car- 
rier owns numerous passenger automobiles, trucks, and trailers, located at 
its pump stations, tank farms, and terminals. Also inventoried under these 
accounts are miscellaneous small tools and work equipment, consisting in 
xenecral of scales, welding machines, tractors, horses, wagon, mowing machine, 
take, grader, pipe cleaning and straightening machines, and air compressors. 

Accounts 116 and 166, Other Property.—Under these accounts there have been 
inventoried all clusses of property that cannot be properly allocated to any other 
accounts. In general, such property includes water, oll, gas, alr, steam and sewer 
lines, water wells, tanks and pumping equipment, septic tanks, fences, gates and 
cattle guards, roadways, bridges, clearing and grading, treating plant with 
necessury pumps and tanks, laboratory equipment, and various miscellaneous 
items, including railrond sidings, floating equipment, bulkheads, dredging, signs, 
et cetera, 

The floating equipment ineludes the Diesel-driven tugbout “Nueces” and two 
steel bulk-oll barges, one having a capacity of 11,000 barrels and the other 
5.400 barrels, used in connection with the operation of the Oak City-Texas 
Barge Line through Galveston Bay. 

There has also been included the Texas City refinery leased to the Stone Oil 
Company, comprising the stillhouse, receiving house, pump house, boiler sta- 
tion, office and laboratory, loading and unloading rack, 38 tanks, pump- and 
boiler-station equipment, stills, cracking unit, and the necessary piping and 
fittings. 


ENGINEERING -AND GENERAL EXPENDITURES 


Engineering has been estimated at 1 percent on accounts 108 to 116, in- 
clusive, accounts 1538 to 166, inclusive, and accounts 176 to 186, inclusive, but 
excluding allowance for general expenditures and interest. 

General expenditures have been estimated at 1.5 percent on accounts 103 to 
116, inclusive, accounts 153 to 166, inclusive, and accounts 176 to 186, inclusive, 
and on allowance for engineering, but excluding allowance for interest. 

Interest during construction has been estimated at the rate of 6 percent per 
annum for the construction period on accounts 103 to 116, inclusive, accounts 
153 to 166, inclusive, and accounts 176 to 186, inclusive, and an allowance for 
engineering and general expenditures, except for property located along the 
following lines: New Mexico-Texas State line to Atreco, near Port Arthur; 
Midland to Wink; Smiths Bluff to Atreco; and Smiths Bluff to Texas Company’s 
Port Neches Refinery. 

On property located along the above lines, interest has been computed for 
one-half the construction period, plus 3 months. 

It is estimated that the following periods would be required to construct 
and place the various sections of property in operation: 
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Construc- 
Location tion period, 
months 
Trunk lines 
Hobbs, N. Mex. to New Mexico-Texas State line..................-.-..--------- 1 ee 2 
New Mexico-Texas State line to Atseee, Fn stn teeth ciate, wenden iain a ceeiinees ktosnend 10 
OD WMS Wh ek wh beech ou A nab ec dbbeobce bite cdecturdadidcoticcodecctvccctid | 10 
i ae Oe a es i en Riso sth erinwehasoni | 10 
Smiths Bluff to Texas Company’s Port Neches Refinery ie te cea panes canned aie © cr | 10 
Longview to Smiths Bluff, Tex., including spur to Moore Station._................--.-------} 4 
Oak Point-Texas City Ba: P _ and Texas City, Tex., terminal.......-..-.-.-.-.- shecbitaael 2 
Refugio to Harbor Island, , including branch to Ingleside .....................-.-..--.--- 2 
Refinery at Texas City, Tex., ieeel Oe RN I CNG Bad skis dias Sede bv ike dake sdecss sn 3 
| 
Gathering lines | 

i iD eee Datla wa ees hee dabdsamanakbiiingnd Hib wnde> decd 2 
PE FI Ak CL . Soin. cceabuekiwel sso Ubibnntelesiieecbinue iw 3 
Ne ce ia ee de ee ih itebinens benatentbadeeke<bnntien 2 
CUE IIE, BUR. Oh a Sans ccc ewww cc ccccccenscce 2 
ee bid cies 5 scone snd s+ eitadepmach © cough baaeness chpgey ha eys sews buce 4 
DD Be By Ce non cc ee cnncccnccepee 2 
Refugio-Greta Field, Tex 3 
i) ee 2 

Tanks in Gregg County, Tex., leased from the Associated res Line Company and the Inde- | 
pendent Pipe Line Company i ches Seal dapieks debdldoguice tty Hhgades tebe ante deer. tad cncinkesdes ables 2 


Ac- 
count 


153 | 


154 
155 
156 
157 
158 
150 
160 
161 
162 
163 
164 
165 
166 


184 
185 
186 





SUMMARIES 








Classes 
GATHERING LINES 
Re ee 2003. 6il)- 2 stews Lh. sk cass 
Line- cy ea 
Pipe-line construction. See eee cua Lav gh abe eases 
SEES EE ES a ee eee Pe ee ae, Te ee 
a een nathehmiaal ome ailiepes 
emma CUMIN Sets ou 55.55. ackc deck des. ~-cacsendseses : 
Machine tools and machinery..........-......------------- sad 
Other station equipment___- ost Sh, ate k subi ce be 
SN Sek itn ate nde TRESS SE SE eS ee 
Delivery facilities. eee oeee tien sh 
Communication systems... _... 
Office furniture and equipment__-_.-...........--- ee ee | 
Vehicles and other work equipment.......................---------- 
Other property and overheads. ___-_-- dandsestacedetese hee 
ee Se aes wits n detente acllaatine oBanttninnt tives ; 
TRUNK LINES 
Line pipe----- tied ish iain nc bdatalens telat 
i ES ei ad vic ppdscbhboc one bwondasbedaguths 
en. oc araloncamnel 
in TS. EOE Ae LRA I PER Pe Sols Set SE aE tag ROA SS Sates 
EL. hk Et bh dn th nethdah Std ob thd deo ddcealeeNddcckthhedabotded 
I ho 4 oi a de eka ka debeen ein 
Machine tools and machinery 
hs ick 4 dan eadeenps enened «nae eb>senbbbaee 
St PEE, hibdnavgtiiacoanes ps dcadbinshhinkwaeittecastspsadesh 
Delivery facilities... ......_. AAR, «dnb ceubltn abbas «deat ilel= <ibdas 
Communication systems. --- a 
Office furniture and equipment_. CF RP od RS Bs SOR aia ee 
Vehicles and other work equipment.................--------------- 
RR ee er 
ee ee ee ee od. a dibbtupicapamnaanset 
GENERAL 
Office furniture and equipment. __...........-.--...--.-.-----.--..- 


Vehicles and other work equipment_. LORE RP SIO = Wig RES 5: 


OClar mrapatty and GvGIRGRGS .... «02055026 s0si 60 cies. Sies 





| 
| 








Cost of 
reproduction 
new 


$873, 784 


BRS 
S3Ez 


EEN oR, 
SSE 


2Ee8 
BZe2EE 


- 
a 
_ 

¥ 


6, 241 
433 


12, 676 


15, 716, 192 











All sections, owned and used for common-carrier purposes 


Cost of repro- 
duction less 
depreciation 


17, 611 

742 

13, 249 

58, 867 

1, 430, 217 





4, 782, 507 
78, 647 

2, 279, 454 
207, 217 
8, 748 
356, 427 
2, 198 
220, 801 

1, 206, 900 
523, 173 
272, 012 
3, 049 

45, 520 
761, 367 


10, 748, 020 


3, 001 
3, 949 
247 


7, 197 


12, 185, 434 








Ac- 


count | 


103 
105 
111 
116 


156 


160 
161 
162 
165 
lit 


Ac- 
count 


Ace | 
count 


166 
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All sections, owned but not used, property out of service 























. _|Cost of repro- 

Classes Caco duction less 

depreciation 

GATHERING LINES | 

Line pipe . gia . weres ye evan $1, 322 $1, 005 
Pipe-line construction es Se oi al 657 493 
OV GRRE... .2c<is. af x oa aadae 67, 157 45, 644 
Other property and overheads. - es ee are al 2, 595 1,771 
IL is ccackwcte occasion rane eeteante . oii 71, 731 48, 913 
TRUNK LINES “a 

Buildings . ad “ =a 79, 712 64, 350 
Pumping equipment. ._. | 102, 831 72. 710 
Other station equipment... ; aPy 40, 574 30, 626 
Oil tanks _ - eae 5, 539 3, 374 
Delivery facilities_- == = : a 3, 670 2, 125 
Vehicles and other work equipment ee ean 310 149 
Other property and overheads. -- 43, 356 | 34, 731 
1 — —_—_——— 

Total. _._.. Sehlttaietabtc etiam SS 3 Tapa 275, 992 | 208, 065 
Grand total op cbecennien nb. te 347, 723 | 256, 978 





1 | 


In New Mexico, owned and used for common-carrier purposes 


Cost of re- | Cost of repro 
C lasses production | duction less 
new depreciation 


GATHERING LINES 


Line pipe $52, 928 


Line-pipe fittings SA lhc nics gceticninldisticienap eee 5, 059 
Fipe-line construction 16, 176 
Pumping equipment 4, 803 
Other station equipment 1, 068 
Vehicles and other work equipment RO4 


9 


2, il 


(cher property and overheads 


63, O89 





Total 
TRUNK LINES 

Line pipe. --- p —_ sekiniaianduis ; oe 27, 555 | 23, 422 
Line-pipe fittings ; arid 1,052 | 894 
Pipe-line construction ; ‘ 13, 618 11, 439 
Buildings ‘ = ace 7 aceteianeet 23, 050 | 15, 986 
Pumping equipment : 37, 755 29, 174 
Other station equipment : ; ne ae 18, 098 | 14, 8490 
Oj] tanks , chee Seawall ; ena 47, 045 34, 795 
Communication systems ~ 2, 141 1, 650 
Office furniture and equipment pric a 523 22 
Vehicles and other work equipment ; 100 6s 
Other property and overheads. - : — 12, 219 9, 788 

Mad cdtheocutsGhs camadeneen : sy 183, 156 142, 371 

Grand total Rh 4 » seaececeaieanid 273, 420 | 205, 460 


In New Mevico, owned but not used, property out of service 


| Cost of re- | Cost of repro- 
production | 


C lasses 


| duction less 
new | depreciation 


| 
TRUNK LINES 


Other property and overheads erica $1, 305 S986 
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In Texas, owned and used for common-carrier purposes 
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Cost of 
reproduc- 


tion new 





oe Classes 
GATHERING LINES 

nr 1: Melt civ censbueroedtaacenseushicarachnhances peat 
104 ee IE ROR Oe alate tating eeana ons mahud ami noma 
a emapasessubeconnsc<mutaasinnans ae 
i... ae. oe eeecnh abehinnhesse xe weasennave 
et EL A le. nee wemanmampaudmadeecccesusesrcucens 
re te oe he waceanknekbnssscchsbcesecharseres 
109 | Machine tools and ey RES a eede in tee ete mnie «dinate 


110 | Other station equipment... ...... 


111 | Oil tamks..........-. 
112 | Delivery facilities. . 


113 | Communication systems ee amie a : 
114 | Office furniture and equipment... 

115 | Vehicles and other w 
116 | Other property and overheads. -.--. 





| MR cocéece- 
153 | Line pipe. ae 
154 | Line-pipe fittings - . 


155 | Pipe-line constructio 
156 | Buildings 

BSF | Rigen ee cme 
158 | Pumping equipment 


150 | Machine tools and machinery 


ork equipment... _- 


Bown ows 


160 | Other station auegmnnt 


161 | Oi] tanks. 
162 | Delivery facilities. 
163 | Communication syst 


ems 


164 | Office furniture and equipment. 


165 | Vehicles and other w 


ork equipment 


166 | Other property and overheads. - 


Total 


184 
185 | Vehicles and other w 


ENERAL 


Office furniture and equipment 


ork equipment 


186 | Other property and overheads. - 
| 
| 


Wotel. .sdcx«. ‘ 


Grand total... 





In Teras, owned but 


Ac- 
count 


161 | Oil tanks 


166 | Other property and overheads. 


Ac- 
count | 


166 | Other property and ¢ 


CO 


a 88, 590 


a 12, 315 | 


eet 4, 359 | 


28 875 


11, 503 
23, 980 
1, 481 
| 23, 188 
| 71, 202 

1, 725, 716 








5, 977, 439 

99, 361 

| 2, 897, 224 | 
254, 339 | 


377, 306 


267, 787 | 

1, 671, 290 

| 718, 481 
346, 479 

| 5, 560 | 
90, 831 | 

1, 609 | 


13, 704, 380 











15, 442, 772 | 


Cost of re- 

production 

less depre- 
ciation 


12, 35! 


1, 367, 128 





4, 759. 085 
77, 753 

2, 268, 015 
191, 231 

8, 748 
327, 253 
2, 198 
205, 911 

, 172, 102 
§23, 173 
270, 362 
2, 787 

45, 452 


751, 579 


~ 
nw 


10, 605, 649 


3, OO1 
3, 049 
247 


7, 197 


11, 979, 974 


used for purposes other than those of a common carrier 


Classes 


TRUNK LINES 


TRUNK LINES 


yverheads. . 


! 
| 
Cost of 
| reproduction | 


new | 


$818, 838 
54,170 


873, 008 


| 
| 


} Cost of 


| reproduction | 


new 


Cost of 
reproduction 
less depre- 
ciation 


$615, 137 
40, 628 


655, 765 


to Stone Oil Company (noncarrier) 


Cost of 
reproduction 
less depre- 
ciation 


$32, 86 











84 


54 


— ~ 
NOD 


On 2S 


nat & 


a 


ei a de | 


103 j 


Os 
111 


116 


( 
% 
Ho 

al 
wo 

yer 


i 


116 
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Maine 


Company through ownership of all the outstanding capital stock. The entire 
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In Texas, owned but not used, property out of ser ice 


Cost of Cost’ of 
Ch minctanat-t reproduction 
lasses repro 1u¢ on less de pre- 
new ; 
ciation 
| 
GATHERING LINES 
Line pipe $1,322 | $1, 005 
Pipe-line constructior 657 193 
| Oi) tanks 67, 157 45, 644 
Other property and overheads 2, 595 1,771 
Total 71, 731 | 48,913 
TRUNK LINES 
Buildings 79, 712 64, 350 
Pumping equipment 102, 831 72,710 
Other station equipment 40, 574 30, 626 
Oil tanks 5, 539 | 3, 374 
Delivery facilities 3, 670 2, 125 
Vehicles and other work equipment 310 | 149 
Other property and overheads 42,051 | 33, 765 
Total 274, 687 | 207, 098 
Grand total 346, 418 | 256, 012 


Peras, used but not owned, leased from Associated Pipe Line Company 


Cost of repro- 
duction less 
depreciation 


Cost of repro- 
duction, new 


( 1SS8es8 


GATMERING LINES 


Oil tanks $1, 709 $1, 709 
Other property and overheads. i 61 61 
Total 1, 770 1, 771 


Teras, used but not oiwned, leased from Independent Pipe Line Company 


’ frenro 
Cost of repro- Cost of repre 


R<¢ Saettnn: see luction less 
Auction ne depreciation 


jATHERING LINES 


Ojl tank $2, 606 $2, 606 
Other property and overheads 92 12 
Total 2, 698 2, 198 


APPENDIX 2 
INTRODUCTORY 


carrier is a Maine corporation having its corporate office at Portland, 
, and its general offices at Philadelphia, Pa. It is controlled by the Atlantic 


ipital stock of the Atlantic Company, a holding company, is, in turn, owned by 


he 
l 


Atlantic Refining Company 
Phe 


records do not indicate that the carrier, itself, controls any other common- 


rrier corporation 


The 


property of the carrier has been operated by its own organization during 
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CORPORATE HISTORY 


The carrier was incorporated December 7, 1927, under the general laws of 
Maine for the purpose of engaging in the transportation of crude petroleum, 
und any products thereof, both for itself and for other persons or corporations, 
tor hire or otherwise, by means of pipe lines, tank cars, or other conveyances ; 
and of constructing, buying, and operating pipe lines, tank cars and other con- 
veyances, tanks and storage reservoirs, and other apparatus and appliances 


for the transportation, storage, measurement, and distribution of crude petro- 
leum and its products. 


The date of organization was December 7, 1927. 


DEVELOPMENT OF FIXED PHYSICAL PROPERTY 


The 1,354.94 miles of pipe line owned by the carrier on date of valuation was 
acquired partly by purchase and partly by coustruction. 

The following statement shows by whom the several sections of pipe line 
were constructed, the years in which they were constructed, and the manner 
in which the carrier acquired the property, 

Trunk Lines: 
Acquired by purchase from— 
Atlantic Oil Producing Company, 1928-1929, 
structed by that company— Miles 
Wink to Midland, Tex., 1927-1928 aa 


con- 


70, 97 
Smiths Bluff to Atreco, Tex., 1924_- wales = --if, 42 
Port Neches, Tex., to spur to Texas Company, 1926 1. 87 
—_— 79. 96 
Gulf Coast Pipe Line Conypany, 1931, constructed by 
that company 
Refugio to Harbor Island, Tex., 1929 (two lines) 74. GS 
Aransas Pass to Ingleside, Tex., 1930 4.12 
78. Si 
From Liberty Pipe Line Company, 1931, coustructed by 
that company at Texas City, Tex., date of construe- 
ee ar eee etree 8. 76 
Acquired by construction 
Midiand to Atreco, Tex., 1928 a 4 <n diodeealeainta 546. 56 
Texas-New Mexico State line to Midland, Tex., 1930_ 7022 
Longview to Smiths Bluff, Tex., 1951___.____-___~- 183. 77 
Moore pump station to Longview-Smiths Bluff line, 
1984 __ a whe. iz mn 2. 3 
S05. S88 
Total trunk lines in Texas = : a . 973. 4 
Acquired by construction, Hobbs, N. Mex., to New Mexico-Texias 
State line, 1930 wa 5. 97 


Grand total trunk lines 


ety a 979. 37 








as 
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Gathering Lines: 
Ward County field (Ward County, Tex.)— 
Acquired by purchase from Independent Oil & Gas 








Company, 1929; date of construction not known_-.. 16.16 
Less subsequently abandoned by carrier___---------~- 0. O1 
16. 15 
Acquired by construction, 1929-1934___-.-..-.---.--------- 56. 66 
72. 81 
Winkler field (Winkler County, Tex.)— 
Acquired by purchase from— 
Atlantic Oil Producing Company, 1928; constructed by 
that -compeny; 2007205. 2 ZH Se ee el i), 12 
Independent Oil & Gas Company, 1929; date of 
eoustrdetion not known-=-==<=<~<<=-=<==-<.s.-- 1.10 
Less subsequently abandoned by carrier_——------- 0. 90 
— - 0. 20 
Magnolia Petroleum Company, 1928; date of con- 
struction: net knhoWtisesc.2s:-susll iin tan le +! Ge 
Less subsequently abandoned by earricr._..----- 2. 03 
- - 5. 95 
Acquired by construction, 1928-1934___- ~~ ge. - BLS soli £ 21. 75 
28. 02 
Coleman field (Coleman County, Tex.)— 
Acquired by purchase from Humble Pipe Line Com- 
peny, 1980; date of construction not known___---~~- 14. 54 
Less subsequently abandoned by carrier___---~-~-- Los 1 Qe 
—_—_—— 14. 24 
Acquired by construction, 1928—-1934___— ~~ oe DOSS lee 19. 06 
33. 30 
East Texas field (Gregg and Rusk Counties, Tex.)— 
Acquired by purchase from Tyler Pipe Line Company, 
1934; date of construction not known ___----------~- 20. 86 
Less subsequently abandoned by carrier__._.___.-.--.. 0.06 
—_——— 20. 80 
Acquired by construction, 1981-1954____._-.....-_____- Ee 98. 10 
118. 90 
Barbers Hill field (Chambers County, Tex.)— 
Acquired by purchase from Liberty Pipe Line Com- 
puny, 1931; date of construction not known______-- 14.39 
Less subsequently abandoned by carrier__________ 0.01 
intel 14. 38 
Acquired by construction, 1931-19384______ tameaeins 9. 96 
24. 34 


8505 O-—57—pt. 1. vol. 1 »S 
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Gathering Lines—Continued. 
Refugio field (Refugio County, Tex.)— 
Acquired by purchase from Gulf Coast Pipe Line Com- 


pany, 1931; date of construction not known_______. 40. 64 
Less subsequently abandoned by carrier___....--_--- 2. 02 
ee 38. 62 
Acquired by construction, 1931-19384_-_.--.._--_- Li) 17. OO 
wa oe ] 
55. 62 
Pettus field (Bee County, Tex.), acquired by construction 19231- i 
F 1984 as ca Se G y4exs ed x 23. 53 
| Total gathering lines in Texas_..-___-_-__~-_-_- a | a 356, 52 
: Hobbs field (Lea County, N. Mex.), acquired by construction, 19380 
; 1984,4..4-..... laa eine ‘ satinsal teens siiite Mineman ices 19. 05 
; 
| Grand total gathering lines ia a a 375. 57 
Grand total all lines satin ales maiiesiies tice nee ili ican Hi . 1, 354. 94 
Of the 1,354.94 miles of all lines inventoried, 7.630 miles are owned but not i 
H used, consisting of 6.339 miles of trunk lines at Texas City, Tex., leased for 
exclusive use to the Stone Oil Company, a noncarrier, and 1.291 miles out of | 
| service, of which 0.457 mile is trunk line and 0.834 mile is gathering line, all 


in Texas. 


: In addition to the property shown above as having been acquired by purchase, 
: there was acquired from the Liberty Pipe Line Company in 1931, a barge line 
| which is used in trunk-line service from the Oak Point, Tex., loading terminal, 

across Galveston Bay, to the loading docks at Texas City, Tex. 

| 
| HISTORY OF CORPORATE FINANCING 


Nyndicating, banking, and other financial arrangements.—The records do not 
indicate any syndicating arrangements. 

Capital stock.—The authorized capital stock is $10,000,000 par value, shares 
$100 each, classified as common, all of which was issued to the Atlantic Com- 
pany at par for cash, and is actually outstanding. — 

Nonnegotiable debt to affiliated companies.—The carrier has incurred non 
negotiable debt to the Atlantic Company and the Atlantic Oil Producing Com- 
pany aggregating $3,460,381.68, classified as notes, for cash $1,610,000 and for 
construction and acquisition of property $1,850,381.68, all of which has been 
repaid with $3,460,381.63 cash. 


IA tt 


) RESULTS OF CORPORATE OPERATIONS 
i 


The results of corporate operations, as shown in the income and surplus 
accounts of the carrier, are given below: 
Income statement.—A condensed summary of the income accounts for the 
year 1934 and for the period December 7, 1927, to date of valuation, follows. 
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| 
| Year | Period 
> 





Operating income: 


























QOperatir § TOVONCEE....cccncdecsecncee la cawcncce scene snes ccncccess----] Oy Oe, WE Is $42, 159, 332. 65 
Operating expenses. ...............-.- a ee a .-| 3,042, Gi. 65 | 19, 490, 214. 55 
Net revenue from Pane 22038 eee cbs. .isbges5e il 3, 404, 4 4.47 | 22,660, 118.10 
pp RES EE SS OS eee eee oe: 806, 207, 16 | 1,613, 128.92 
Total operating income...................------ 41. LEAR ALR “EO ee. OL 21, 046, 989. 18 
Other income: ve ae eee 
Kent for lease of pipe-line wappmees Sites bis ooshs cI SIth 52 .| 21, 124. 46 | 124, 561. 79 
Interest income... .-- tae hl aia a aed es ; 374. 67 2, 653. 55 
Misceinaeoes feons:.. 2... Seas 19, 131. 28 | 152, 531. 02 
Total other income- -.--- Jie 0 hse... DRG PUIG. oo obit 40, 630. 41 | 279, 746. 36 
SON diin iccccineinds dieses seunadsteiecdee ae | 2, 728, 787.42 | 21, 326, 735. 54 
Miscellaneous deductions from total income, miscellaneous income a 
GRATSOS. «20525 - d dee wbdn-dtaae-< aac nanalaididatel woh LCR J). hbk 7, 135. 81 | 9, 844. 16 
Income available for fixed charges. -----.-- sdecceusouet eaves ede Jae 721, 651. 61 | 21,316, 891 38 
Fixed charges, interest on unfunded debt----- Riek «= sea eide bh acqedhe 44.17 | 44.17 
Net income....--- : «od Jitetiuudité _ ula. 2uietic ns 607.44 4 21, 316, 847. 21 
Disposition of net income—dividend appropriations of income canes 550,000.00 | 6,350, 000. 00 
| oa E tence 
Income balance_-.-.. iia + ccna mkapiccap ty elisa snanipepiagmets -| 171, 607. 44 14, 966, 847. 21 





An examination shows that certain items recorded in the surplus accounts 
would be includible in the income statement for the period, and: that certain 
other items recorded in the income accounts would be includible in the surplus 
accounts. These are additions to income of $5,825.68, deductible from operating 
expenses, transferable from surplus, and deductions from income of $452,137.27, 
consisting of $451,238.36 deductible from operating revenues, and $898.91 de- 
ductible from other income, miscellaneous, transferable to surplus. The above 
items result in a net deduction from income of $446,813.59. If the income 
accounts were adjusted to the extent indicated, the credit balance transferable 
to surplus would be decreased to $14,520,033.62. 

Surplus statement.—A condensed summary of the surplus accounts for the 
period December 7, 1927, to date of valuation, follows: 


Credit accounts: 


Income balance_-_ mae Papi acacia _. $14, 966, 847. 21 
Miscellaneous credits (ine Inding $ $5,523.68 applicable to op- 
erating expenses) —____ Sisteeioaeeneaes ea 10, 278. 46 
sO hess. oats die abcd cell 


Hesissoyecs | 14 0TRpizeeT 


Debit accounts: 
Debits from retired carrier property. ---~- Seatac: 1, 980, 14 
Miscellaneous debits (including $451,238.36 applic able to 
ata Daas biusegens ult Jee 465, 470. 35 
2 ek See bul UU Be SO, C0660 


operating revenues) ——--~-- 
Dividend appropriations of surplus___~—~-~ 





POUR ananne: a is eae 14, 767, 450. 49 


Unappropriated surplus at date of valuation ~_-------_ 209, 675. 





The miscellaneous debits in the surplus accounts include $1,609.85, repre- 
senting organization expenses written off. Under the present classification of 
accounts, this amount would be includible in balance sheet account Cost of 
Organization. If the surplus accounts were adjusted to this extent, the un- 
appropriated surplus would be increased to $211,285.03. 
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Dividends.—To date of valuation the carrier has. declared and paid dividends 
aggregating $20,650,000, charged $6,350,000 to income and $14,300,000 to. sur- 
plus. The records do not indicate payments otherwise than in cash. The 
years declared and the rates of dividends were: 192, 16 percent; 1930, 50 
percent ; 1932, 47.5 percent; 1983, 50.5 percent; 1934, 42.5 percent, all on a 
constant amount of $10,000,000 par value of stock outstanding. 


INVESTMENT IN CARRIER PROPERTY 


The investment in carrier property, including land and rights-of-way, on date 
of valuation is stated in the books as $21,108,689.67, analyzed as follows: 


For property purchased, recorded money outlay; acquired 
from— 


Atlantie Oil Producing Company__-—-------- $4, 594, 059. 77 
Independent Oil & Gas Company----------~-- 224, 200. 00 
Liberty Pipe Line Compdny-_-----..----.---. 999, 589. 33 


Gulf Coast Pipe Line Company, including 
$1,000,000 nonnegotiable debt, subsequently 


PE TE I oc ttenecemcimmine Sty ey wen eu MD 
Magnolia Petroleum Company-_------------- 32, 738. 91 
Humble Pipe Line Company. _--..---------- 16, 736. 50 
Tyler Pipe Line Company---....---.--.--~~- 60, 931. 31 


- - $9, 169, 57: 
For construction, replacements, and improvements, less retire- 
ments not definitely separable, recorded money outlay, in- 


eluding $850,381.63 nonnegotiable debt subsequently repaid 


=! 
ns 
LK 
~] 








ee oe es | neu cee nepumeeenckantamemeen 21 Oi ae oe 
For construction work in progress, recorded money outlay—---~-- 48.12 
Total of foregoing » itema.use sul eu be ele LcL_u_i 21, G19, OD. 87 


Other item, not in accordance with the present classification of 
accounts, transferable to miscellaneous physical property ac- 
count as representing vacant land, abandoned land, and land 


occupied by a noncarrier oil company’s tanks__-_---~- 88, 728. 80 





Total recorded at date of valuation._____-_.__-__.-___- 21, 108, 689. 67 


If the other item set out in the above general analysis were eliminated, the 
balance in the account would be reduced to $21,019,960.87, This conditionally 
adjusted amount includes $924,862 for oil storage facilities in excess of those 
required for transportation purposes, herein classified as owned but used for 
purposes other than those of a common carrier. 


ORIGINAL COST TO DATE 


The original cost of the property owned or used by the carrier on date of valua- 
tion is $21,024,698 divided as follows: 


Owned and used for common-carrier purposes__....-----.-~------ $19, 569, 428 
Owned but used for purposes other than those of a common carrier__ 924, 862 
CE Ute es oa Beene bcos tnnoncenaneden 526, 333 
eee, Wet: BOE WINDER bi cen woe n+ aisinenenadinash adiduba~ssicmawils 4, 070 


ND tae: cctsinsthins cctpmes mieaeh sek ntgbehtoceiind «inl. Mibsscres « bisdtceeidin _. 21, 024, 6938 
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This property was acquired in the manner described below : 


Money outlay for property purchased or constructed by carrier: 
Acquired from other companies at prices equal to cost of 
construction as detailed below— 


Atlantic Oil Producing Company $4, 594, 059. 77 
Humble Pipe Line Company_- a 16, 736. 50 
4, 610, 796. 27 
Acquired from noncarrier companies at pur- 
chase price constituting original cost when 
first dedicated to public use as detailed 
helow— 
Independent Oil & Gas Company sail 224, 200. 00 
Liberty Pipe Line Company___ ~~~ -_-~ 999, 589. 33 
Gulf Coast Pipe Line Company___—~ 3, 241, 317. 05 
Magnolia Petroleum Company --- 32, 738. 91 
Tyler Pipe Line Company_-_ 60, 931. 31 
4, 558, 776. 60 
Constructed by the carrier__- a 11, 849, 439. 88 


——————— $21, 019, 012. 75 


Cost of organization charged to surplus account 1, 609, 84 


Acquired by lease from other companies (original cost to own- 
ing companies) ; : sath en eae SSSA 4, 070. 00 


Total_. az pee eee : _ 21, 024, 692. 60 





These amounts are distributed by ownership and uses, by States, and by 
primary accounts as follows: 


All sections, owned and used for common-carrier purposes 


Fnac Classes Amount 
GATHERING LINES 

103 | Line pipe ‘a i : ae — $1, 307, 369 
104 | Line-pipe fittings — ‘ é 110, 731 
105 | Pipe-line construction ‘ : a ‘ satan’ 496, 033 
106 | Buildings-. on 52, 992 
107 |‘ Boilers : 4, 686 
108 | Pumping equipment . 108, 626 
109 | Machine tools and machinery. -. 441 
110 | Other station equipment 39, O17 
111 | Oil tanks ee 90, 013 
112. Delivery facilities 4 18, 967 
113. Communication systems 21, 173 
114. _ Office furniture and equipment 2, 336 
115 Vehicles and other work equipment ; 1, 483 
116 =Cther property 24, 175 

Total (exclusive of land and rights-of-way as 2, 278, 04: 
101 | Land 5, 780 


102 | Rights-of-way 
Total (including land and rights-of-way . conan 2, 310, 001 


TRUNK LINES 


153 Line pipe coeur ir 7, 649, 558 
nF anni NI NS ss ym tc dasa ma cat Ween i racecar eae — 142, 420 
155  Pipe-line construction : : a 4, 392, 947 
156 | Buildings : en 294, 742 
157 _—‘ Boilers . pacolprpanal keene 13, 350 
158 Pumping equipment ‘ a cael 381, 413 
159 Machine tools and machinery... -- ee ; 18, 032 








| 
it 
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All sections, owned and uscd for common-carrier purposcs—Continued 


Ac- 
count 


Classes Amount 


— —E _ eee ——E 


| . | 
| TRUNK LINES—continued 











160 | Other station equipment. - -- - - - SS aidiwe ode po CN aa cn eldds $397, 233 
961 | Of} tenks.....120i505...u.- Sa ~ananachdbith Glib b-Oike ati bade stan b6k6 | 2, 057, 395 
162 | Delivery facilities...........- ‘ ; Rianbeaeeke ; 669, 970 
163 | Communication systems. 7 a a aes ; 395, 872 
164 | Office furniture and equipment 4, 483 
165 | Vehicles and other work er ment : 8, 885 
166 | Other property-.--...-..-.- 345 padi idds beatae sé ’ stvbal 222, 512 
| Total (exclusive of land and rights-of-way) --.-.- } : ut 16, 648, 812 
151 | Land : . : nea ‘ : Son 8S, 665 
152 | Rights-of-way - -- ; 429, 933 
Total (including land and rights-of-way) ---- ‘ ; ; | 17, 167, 410 

GENERAI —" 
179 | Machine tools and machinery thok | 20, 928 
183 | Communication systems. . - 1, 344 
184 | Office furniture and equipment 5, 998 
185 | Vehicles and other work equipment 59, 858 
186 | Other property 2, 279 
| Cost of organization 1,610 
Total (exclusive of land and rights-of-way) 42, 074 
Grand total (exclusive of land and rights-of-way 19, O18, 817 
Grand total (including land and rights-of-way 19, SAG, 428 

In Texas, owned and used for common-carricr purposes 
Ac- . 
count Classes Amount 
GATHERING LINES 
103 | Line pipe | $1, 264, 70v 
104 | Line-pipe fittings 101,914 
105 | Pipe-line construction 473, 675 
106 | Buildings seed $1, 572 
107 | Boilers 1, 686 
108 | Pumping equipment 106, 108 
109 | Machine tools and machinery 441 
110 | Other station equipment Mi, 195 
111 | Oi) tanks yO. 013 
112 | Delivery facilities 17, 208 
113 | Communication systems | 21,173 
114 | Office furniture and equipment ‘ 2,114 
115 | Vehicles and other work equipment | 1, 483 
116 | Other property. > | 19, 660 
| Total (exclusive of land and rights-of-way) | 2. 180. 951 
101 | Land.-.-. | 5, 780 
102 | Rights-of-way 26, 176 
Total (including land and rights-of-way) | 2, 212, 907 
TRUNK LINES ‘ 

153 | Line pipe eee aGiin pe cama al 7, 619, 887 
154 Line-pipe fittings Se he eae — anaiaaseaaeti ated ao | 140, 490 
155 | Pipe-line construction eet eas Peo deken . ; ; 4, 358, 257 
156 | Buildings See cet : oe eel eae : ae .| 278, 373 
157 | Boilers. Se ar eo a eee : eam 13, 000 
158 | Pumping equipment vows on sieas.a Sdaee ‘ | $39, 314 
159 | Machine tools and machinery. --- doesent kiais i ia 14, 931 
160 | Other station equipment... -.--- ; : : ; 288, 624 
Deh.) Ol Somes. L....e Lali : AeA : aoe ae 2. 007, 305 
162 | Delivery facilities_.....__- te ; oak ss wie s 4 66Y, 970 
OO k 0 IRONS IO CUOAGINS 0a. cocincms ccnccactioetes Snnmen in . ae 304, 302 
164 | Office furniture and equipment. ; ; 4,407 
165 | Vehicles and other work equipment ciplaieieieels 4 8, 885 
166 | Other property --. : neni ginmeint capeeee --| 214, 477 
Total (exclusive of land and rights-of-way) ..-...- . ; } 16, 452, 232 
151 | Land ‘ si yoni aie as ; aphoswoneeeeeen ; oi 86, 777 
152 Rights-of-way - Se ee oat ela Se AR Al RE A Aiyh, SM : 3 127, 750 
Total (including land and rights-of-way)--......-.--- Si ie = ere 16, 966, 759 
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In New Mewvico, owned and used for common-carrier purposes 


| ' 
he | 
aml Classes | Amount 

| 

GATHERING LINES 
St a nen cn woweaeuans eee ; heiciS dic dell Kaleamiiaaas $42, 660 
104 | Line-pipe fittings 8, 817 
105 | Pipe-line construction 22, 358 
106 | Buildings sadeeee ; : : bsacdietes 11, 420 
108 | Pumping equipment... ¥ Seid i he 2, 518 
110 | Other station equipment ve Fy > : > -bambb tal eeae aly | 2, 822 
112 | Delivery facilities. anareet : : = : | 1, 759 
114 | Office furniture and equipment._.________-- ; - 222 
116 | Other property. os -| 4, 518 
Total : cima 7 - ettaae eh RSE | 97, 094 

TRUNK LINES 
153 | Line pipe 29, 671 
154 | Line-pipe fittings 1, 930 
155 | Pipe-line construction 34, 690 
156 | Buildings.....-- ; 16, 3 

157 | Boilers “— é ; 350 
158 | Pumping equipment - 42, 099 
159 | Machine tools and machinery -- - --- 3, 101 
160 | Other station equipment 7 sd 8, 599 
161 | Oil tanks . 50, 090 
163 | Communication systems litiaiia 1, 570 
164 | Office furniture and equipment 7 76 
166 | Other property -. ; , ses car eid Biwdi.d 8, 035 
Total (exclusive of land and rights-of-way) _ - . avendeubenretil 196, 580 
151 | Land : ‘ 1, 888 
152 | Rights-of-way : ee ; : BEES 2, 183 


| * 
Total (including land and rights-of-way : smanial 200, 651 
| 


Carrier has recorded no charges for land or rights-of-way in connection with 
these gathering lines in New Mexico. 


Not aHocated to States, owned and used for common-carrier purposes 


Ac- . 
( senate 
count | jasses Amount 
| GENERAL | 

179 | Machine tools and machinery... ‘ Sans $20, 928 
183 | Communication systems . 7 . a 1, 344 
184 | Office furniture and equipment : 4 5, 998 
185 | Vehicles and other work equipment : : 59, 858 
ist | Other property ‘ 2, 279 
Cost of organization 1, 610 
Total : assis acadeainactese or antennae 92,017 


In Texas, owned but used for purposes other than those of a common carrier. 
Oil storage facilities in excess of those required for common-carrier purposes 


Ac- | Classes Amount 
count | 


TRUNK LINES | 
161 | Oil tanks ‘ : | $914, 148 
DI ain hi hh wi wicca rertecertr reer sneer sere ntem ene smierefth virial ae oe 10,714 


Total : ; Sal 924, 862 





; 
H 
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Ac- 
count 
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In Teras, owned but not used, leased to Stone Oil Company 


Line pipe 

Line-pipe fittings 

Pipe-line construction 
Buildings. ._-- 

Boilers 

Pumping equipment 
Machine tools and machinery 
Other station equipment 

Oil tanks 

Delivery facilities 
Communication systems 
Office furniture and equipment 
Other property 


Total (exclusive of land) 
Land 


Total (including land)... 


property. 


Ac- 
count 


116 


Ac- 
count 


103 
105 
111 


153 


155 
156 
158 
159 
160 
161 
162 
164 
166 


Classes 


TRUNK LINES 


Amount 





Carrier has recorded no charges for rights-of-way in connection with above 


In New Mexico, owned but not used, out of service 


Other property 


Classes 


GATHERING LINES 


Amount 


In Texas, owned but not used, out of service 


Line pipe 
Pipe-line construction 
Oil tanks 


Total (exclusive of land). 
Land 


Total (including land 


Line pipe 

Line-pipe fittings 

Pipe-line construction 
Buildings 

Pumping equipment 
Machine tools and machinery 
Other station equipment 

Oil tanks : : 
Delivery facilities 

Office furniture and equipment 
Other property 


Total (exclusive of land 
Land. 


Total (including land) 


Classes 


GATHERING LINES 


TRUNK LINES 


A mount 


3, 044 
33, 23 
19, 33 

100, 268 
83, 310 
523 

70, 372 
5, 815 
3, 152 
225 


35, 634 


354, 917 
3, 481 


358, 39e 


Carrier has recorded no charges for rights-of-way in connection with gathering 


lines out of service. 
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Tn Texras, used but not ovened, leased from Associated Pipe Line Company 


| 
Ac- | ‘ } 
Class , t 
count | lasses | A moun 


GATHERING LINES 
111 | Oil tanks 


$1, 436 


The carrier uses two 1,000-barrel tanks owned by the Associated Pipe Line 
(‘ompany under a lease effective November 15, 1933. These tanks were originally 
acquired by the latter company at a cost in place of $1,436. 


In Texas, uxed but not owned, leascd from Independent Pipe Line Company 


{ 


Ac- ’ 
d Classes nount 
count lasse Amoun 
M nei ate 
| 
| GATHERING LINES 
111 | Oil tanks . ’ sidobliaebed $2, 32; 


} 


The carrier uses three 1,000-barrel tanks owned by the Independent Pipe 
Line Company under a lease effective September 15, 1934. These tanks were 
originally acquired by the latter company at a cost in place of $2,323. 


In Teras, used but not owned, leased from Humble Pipe Line Company 


Ac . 
Classe Amount 
count lasses Amount 


GATHERING LINES 
101 | Land 


The carrier uses in gathering-line service 0.79 acre of land in Texas, owned 
hy the Humble Pipe Line Company, the original cost of which, as indicated 
by that company’s records, is $511. 

In addition, the carrier uses in trunk-line service 0.29 acre of land in Texas 
awned by a common carrier, Texas City Terminal Railway Company, for 
which the costs to that company were not ascertainable. The carrier also uses 
246.55 acres of land in Texas owned by private parties, viz, 217.04 acres in 
trunk-line service and 29.51 acres in gathering-line service, the original cost 
of which is not obtainable. 


MISCELLANEOUS PHYSICAL PROPERTY 


The accounts do not record, as such, any investment in miscellaneous physi- 
cal property, as of date of valuation. However, there is included in the invest- 
ment in carrier property account $88,728.80 for vacant land, abandoned land, 
and land occupied by a noncarrier oil company’s tanks, viz, $2,695.63 for land 
in New Mexico and $86,033.17 for land in Texas, and $924,862 for oil storage 
facilities not used for transportation purposes, composed of $914,148 for 
structural property and $10,714 for land. 


AIDS, GIFTS, GRANTS, AND DONATIONS 


The carrier reports that it has received no aids, gifts, grants, or donations 
and none were found of record. 








i 


we SSS ee ee 
are eR eR On ee PEF Se et 





582 CONSENT DECREE PROGRAM—DEPARTMENT OF JUSTICE 
MATERIAL AND SUPPLIES 


The investment in material and supplies on date of valuation is stated in 
the books as $185,740.49. This consists of $184,784.15 representing line pipe, 
line-pipe fittings, pumps, motors, machinery, and other items, located at various 
points on the earrier’s lines, together with an amount of $956.34 charged in 
account for material in transit not actually on hand, as of date of valuation. 


LEASED PIPE-LINE PROPERTY 


The carrier on date of valuation uses property owned by other companies 
and other companies use property owned by the carrier, as indicated below. 

Description of the property, the period and terms of use, and the rental 
accrued and charged or credited for the year ending on date of valuation 
follow: 


Wholly used but not owned, owned by— Rental 
Associated Pipe Line Company, two 1,000-barrel tanks Nos. 379 
and 380, located on Atlantic Oil Producing Company's T. B. 
Harris 91.54-acre lease situated in the Wm. Castleberry Sur- 
vey, Gregg County, Tex.; term 6 months from November 15, 
1933, and from month to month thereafter until canceled; 
monthly rental $16.08; charged to operating expenses (14 

months) eee eee $225. 12 
Independent Pipe Line Company, three 1,000-barrel tanks, located 
on the C. and G. Oil Company’s Harris lease situated in the 
Castleberry Survey, Gregg County, Tex.: term month to month 
effective September 15, 1934; monthly rental $34.23; charged 

to operating expenses (4 months) 136, 92 
Wholly owned but not used, leased to Stone Oil Company, oil refinery 
located in Texas City, Tex., comprising refinery site, stills and 
tanks, 8-inch pipe line from refinery to docks of the Texas City 
Terminal Railway Company on Galveston Bay, loading and 
unloading racks; term 1 year from January 1, 1954; rental 
amount equal to 1.75 cents per barrel of crude oil of 42 U. S. 
gallons at 60° Fahrenheit for each barrel of crude oil charged 
or run to stills: minimum rental during operating period $1,000 
per month reduced to $175 per month when refinery is not oper- 

ated; credited to miscellaneous rent income rar 15, 336. 12 
Wholly used, but not owned, owned by Aransas Dock and (Channel 
Company, Aransas Pass, Tex.; terminal site for storage of oil and 
jointly used but not owned wharf for loading vessels; stipulated 


payment, 0.5 cent per barrel of oil; charged to operating expenses 20), 785. 18 
Jointly used, but not owned, owned by Texas City Terminal Railway 
Company, Texas City, Tex.— 
Wharf, for delivery of oil to vessels, stipulated payment, 14 cent 
per barrel of oil; charged to operating expenses 11, 018. 92 
Docks, for use of barges unloading oil, stipulated payment, tariff 
rates; charged to operating expenses____-------------------- 1, 475. 00 


There are also used on date of valuation, facilities of minor importance owned 
by other companies, such as space on telephone and telegraph poles, that are 
not listed in this chapter. 
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GENEKAL BALANCE SHEET STATEMENT 
The general balance sheet statement, as of December 31, 1934, follows: 
ASSETS 


Investments, investment in carrier property. _..---..-...------ $21, 108, 689. 67 


Current assets: 





Csi dia ik gr atc bacacladiteen apie Mieaitaliea =: aah tbterecialiste Res cian aidiialiie 4, 988. 66 
ee es ee a 1, 342. 37 
Notes: BOCOK VING oiced cies, — siete de «eStbiciie ee a 5, 000. 00 
Accounts «<secely Gl ties saitisk in ctocstawinds Basta decnnleee 563, 079. 00 
ee ee 185, 740. 49 
Interest and dividends receivable._..........--..___-____ 80. 88 

Total__ a Kisphiincnns Batinsadsendics ee 760, 231. 40 


Deferred debits: 


We ORE IR, NOTVRNOUR: gon eis ce rkenaehs 5, 350. 35 








Rents and insurance premiums paid in advance_____---__-_ 20, 758. 02 
Taxes paid in advance satan ne es a an 12. 25 
Total ain tin a i re ae ine 26, 120. 62 
Grand total ajaksmaceetE oat peat aiiabiddakdaia Under citipaicanaciials alanicomaa 21, 895, 041. 69 
LIABILITIES 
wteck: capital ‘eteeRicusc. nce one BT Ade ee ed 10, 000, 000. 00 
Current liabilities: 
Accounts payable___-_---- fo bimcteien Ab astc sh Yate meadbineh: 71, 340. 36 
Temes Q0CTHEG.+ -205~e 5st nentiinld aie dt ahaa 552, 453. 79 
Total <i ewes annndmebedaes Glee 


siapintahn sheild 623, 794. 15 


Deferred credits and reserves: 


CDOT REIIE:: TORCTVOR sis, che i eninnibdappin pacemaking 11, 714. 00 
Accrued depreciation, carrier property_-------------------- 11, 049, 858. 36 

th chdliasaceucy cies cen ance en teaapeeaieesleenne duane een 
Corporate surplus, unappropriated__--.-----~-- Ss mecaiaateenl apt ce 209, 675. 18 
Grand total__- eee aaah eh wiiad EA mee Saree raed eee woos i acest ocean” a RS ee 


APPENDIX 3 
ANALYSIS OF METHOD FOR DETERMINING WORKING CAPITAL 


Working capital has been determined in accordance with the principles de- 
scribed in Northampton & B. R, Co., 149 I. C. C. 244, 263-272, under the method 
applied in Muskegon Ry. & Nav. Co., 45 Val. Rep. 797-812, and other valuation 
eases. The basic data for such information as is contained herein have been 
obtained from the carrier’s annual report to us for the year ended December 












| 
| 





584 CONSENT DECREE PROGRAM—DEPARTMENT OF JUSTICE 


31, 1934, and by additional data supplied in response to a questionnaire sent 
to the carrier. 

Material and supplics—The average balance in material and supplies ac- 
count during the year ending on date of valuation was $191,032, no part of 
which represents scrap or obsolete material. Allowing for such portion as was 
used for additions and betterments to the property and for purposes other than 
common-carrier operations, the working capital in the form of materia! and 
supplies is found to be about $123,200. 

Cash.—A consideration of operating revenues, operating expenses, and pipe- 
line taxes, for the year ended on date of valuation, of balances in current oper- 
ating asset and current operating liability accounts, and of the account for taxes 
accrued and unpaid as of date of valuation, indicates that the cash earned 
in connection with service performed was received sufficiently in advance of the 
payments to be made on account of performing such service to. provide a safe 
buffer fund of reserve cash on hand to take care of variations in the relation 
between cumulated receipts and cumulated payments due to seasonal or casual 
influences on traffic or expenses. Therefore, no invested cash working capital 
was used. 


APPENDIX 4 
STATEMENT OF METHODS 


Section 19a of the Interstate Commerce Act, commonly referred to as the 
Valuation Act, directs the Commission to investigate, ascertain, and report the 
value of all property owned or used by every common carrier subject to the 
provisions of the act, with certain exceptions. In pursuance of this object, 
the Commission is directed to make an inventory of the property of common 
carriers in detail and to report as to each piece of property, other than land 
owned or used for common-carrier purposes, its original cost, cost of repro- 
duction new, and cost of reproduction less depreciation, and to report separately 
other values and elements of value, if any, of the property. Theinvestizatien 
shall also state the cost_of all lands, rights-of-way, and ter minals, and. their 


present value, and, similarly, the “cost “and present. value. of property.-hekd for 
pUrposPswINey tha those of a COiijpanwirrier. 

The Commission is further directed to report upon the financial and corpo- 
rate history of the carrier and its predecessors and to include in its report a 
statement of any Federal, State, county, municipal, or private aids, grants, or 
donations they may have received and the considerations therefor, the amount 
of money derived from the sale of any portion of such grants, and the value 
of the unsold portion at the time acquired and at the present time. The Com- 
mission is given the power to prescribe the method of appraisal to be followed, 
the form in which the results of the valuation are to be submitted, and the 
classification of the elements that constitute the ascertained valne. ~The vulye 

: , for the property whole 


as a wud by 





the States in which it may be located. 
“As an aid in the investigation called for by the act, the carriers are required to 
cooperate with the Commission, and when called upon to furnish maps, profiles, 
contracts, reports of engineers, or other documents having a bearing upon the 
value of their property. 

Upon the completion of an original valuation, the Commission is directed there- 
reid to keep itself informed of all 0 giruction, extensions, improvements 
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tion order No. 3, effective January 1, 1937, contains the regulations and instruc- 
tions to govern the recording and reporting of all extensions and improvements 
or Other changes in the properties of common carriers by pipe line, 

It will be noted from the foregoing that the requirements of the act naturally 
fall into three categories, (1) engineering, which deals with such subjects as 
the inventorying of the property other than land and rights in land, its classifi- 
‘ation as between carrier and noncarrier uses, and the application of prices to 
the inventory in the ascertainment of cost of reproduction new and cost of repro- 
duction less depreciation; (2) land, which, as the term implies, deals with the 
determination of the value of the carrier’s lands and rights-of-way and of their 
proper classification, that is, whether used for common-carrier purposes or for 
other purposes, and (2) accounting, which deals with the subject of original cost, 
and, in general, with other subjects which are disclosed through examination of 
the carrier’s records. Accordingly, in making the valuations of common-carrier 
pipe-line companies the appropriate subjects were assigned under the general 
direction of the Director of the Bureau of Valuation to the three sections known 
as the Engineering Section, Land Section, and Accounting Section. The methods 
adopted by each section in the prosecution of the work assigned to it are ex- 
plained hereinafter. 


COOPERATION 


It has been the effort of the Commission to so prosecute its labors as to secure 
from the carriers a large measure of cooperation, and to this endeavor carriers 
responded. 

The Commission has required the carriers to prepare certain maps in specified 
form. Where maps already in existence contained the necessary information, 
these were accepted. 

In addition to the maps, most of the carriers have filed plans of buildings, 
tanks, and other structures. They have also been required to file schedules of 
their equipment. 

As an expression of the desire of the carriers to cooperate to the fullest pos- 
sible extent in the preparation of reports, the central committee on pipe-line 
transportation of the American Petroleum Institute appointed a committee of 5 
to confer with the Bureau of Valuation upon various matters relative to the 
subject at hand. This committee of 5 then appointed a working committee con- 
sisting of 11 representatives of the major pipe-line carriers. 

This working committee has cooperated throughout the entire course of the 
work. Many joint conferences have been held. Sample notes which were used 
as a guide for the taking of the inventory were reviewed, studies made, and joint 
agreements reached as to physical life; cost data were analyzed, guide prices 
agreed upon, and many other matters pertinent to the problem were discussed 
and settled to the satisfaction of the representatives of the Bureau and members 
of the working committee. 

Several State commissions having jurisdiction have likewise cooperated, some 
of them to the extent of furnishing representatives who have worked with our 
engineers in the field in the preparation of the field inventory which was used 
as a guide by the carriers in preparing the notes for their individual properties. 
The Department of Commerce, through its Bureau of Standards, and the Depart- 
ment of Agriculture have cooperated in that portion of our field work having 
to do with the question of physical deterioration. 

It will be seen, therefore, that the inventory is really the joint product of the 
carrier and the Bureau, or, at all events, that the Commission’s valuation forces 
have fully considered everything which the carrier desires to point out, or to 
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say, in the completion of the inventory. It is believed that, under the plan 
adopted, all unnecessary duplication of effort has been avoided and that a more 
accurate inventory has been produced than would otherwise have been obtained. 


THE ENGINEERING SECTION 


The Engineering Section deals with the physical property of the carriers exist- 
ing on valuation date, except their lands and rights-of-way. It determines the 
kinds and quantities of the various items that compose the property, and their 
condition on valuation date, and it prepares estimates of the cost to reproduce 
the property new and less the existing depreciation. The property of a pipe- 
line company usually embraces. in addition to that used for common-carrier 
purposes, other property not so used. All of the property, however, except that 
which is designed for purely noncarrier purposes, is usually included in the 
general inventory. 

The engineering inventory.—Au inventory such as is called for by the act may 
be produced in two ways. 

1. The Commission may require the carrier to file an inventory of its property 
and may check that inventory when filed. 

2. It may make the inventory itself, calling upon the carrier for such infor- 
mation and assistance as may be needed. 

An examination of the Valuation Act makes it clear that Congress intended 
to provide for the investigation and marshaling of every fact which can bear 
upon the value of the property of the carriers, and the basis of all that infor- 
mation is the inventory or list of the physical property of the carrier. Some 
representative of the Commission must either see the property which is included 
or must ascertain such facts as demonstrate the existence of that property to a 
reasonable certainty. 

It was felt that the total expense would be much less if the carriers were 
called upon to prepare, in a prescribed uniform manner, an inventory of their 
property, which, when so prepared and submitted to the representatives of the 
Engineering Section, would be reviewed by such representatives in the light of 
the carriers’ office records and checked in the field by observation of the physical 
property in existence. This method, which was authorized by the Commission, 
avoids duplication of effort and secures an inventory which is vouched for by 
the Bureau. 

In order to secure practical uniformity in the inventory, the Engineering Sec- 
tion made a complete field inventory of the property, other than land and rights- 
of-way, of a representative pipe-line company. Its field forces, consisting of 
engineers experienced in their respective fields, inventoried in detail the line, 
buildings, pumping equipment and machinery, communication systems, and other 
facilities of the carrier. In addition to the inventory of this particular com- 
pany, a field inventory was made of a large Diesel-operated pumping station and 
of a combination steam and Diesel station on other carriers’ property. 

Special notes were made which contained descriptive matter and statistical 
data, references to depreciation and abandoned property, and such other informa- 
tion as was deemed necessary. These were supplemented by copies of contracts 
and photographs. Pipe was exposed at approximately 1-mile intervals and a 
record was made of the corrosion, the pitting, and other conditions, and soil 
characteristics and electrical measurements of line current were taken for the 
purpose of obtaining field data relative to the physical condition of the property. 

The line and additional stations inventoried were selected after conferring 
with the members of a working committee of the American Petroleum Institute, 
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representing the industry, and with.State commissions that accepted invitations 
to confer and participate. The purpose was to select such property as would 
afford a representative set of notes covering varying conditions which could be 
furnished carriers as a guide to the form and manner in which they would 
prepare the inventory of their properties. From these field notes numerous 
pages were selected, which were reproduced and furnished to each carrier at 
the time of service of valuation order No. 27, which order covered the regulations 
and instructions to govern the preparation and filing of field inventories of the 
property of pipe-line carriers. 

In following out the above method, it was found expedient to divide the 
territory served by pipe-line companies into four major districts, and to assign 
to each district representatives of the Engineering Section whose duties were to 
supervise, review, and check the inventory prepared by the carriers. 

Our valuation order No. 27 provided that all notes should be made in duplicate, 
and, when completed for a particular valuation section, should be bound, signed 
by representatives designated by the carrier, and both copies forwarded to the 
Engineering Section's field representatives. The originals and carbons were not 
separated until reviewed and checked in the field by them, after which they were 
signed by the representative of the Engineering Section and the carbon copy 
returned to the carrier. 

The order provides that, in case of disagreement with the representatives of 
the carrier as to facts, the representatives of the Engineering Section were to 
file with the field notes a statement of the exceptions taken to the inventory 
notes, 

Form of inventory.—The valuation act requires an inventory in detail of each 
piece of property of the carrier. Since this requirement would be impossible 
of performance if construed narrowly, we have adopted, as a practical substitute 
for “each piece of property,” units which are current in the purchase and sale 
of the property under consideration, or are commonly used in construction 
contracts and settlements. 

Pipe, for example, is bought, sold, and installed in units of linear feet or 
multiples thereof. Therefore, within reasonable limits, pipe was inventoried in 
units of linear feet with descriptive matter which would permit its classification 
in accordance with current practice. 

Buildings are reported by individual structures, the different parts of the 
structures being specified. The costs of foundations, platforms, superstructures, 
heating, lighting, and plumbing are each shown separately. 

Oil tanks are shown in detail, sufficient information being obtained in regard 
to thickness of plates, roof details, kind and number of appurtenances and 
fixtures, fire walls, and drains, to develop complete bills of material of the units 
current in purchase and sale of this type of property. 

It is believed that this detail is sufficient to enable one to reach a conclusion 
concerning the character and condition of the property, which might not be 
conveyed by a mere statement of reproduction cost or of cost of reproduction less 
depreciation. 

The act requires that the physical property shall, as nearly as practicable, be 
QWassified in conformity with the classification of carrier-property accounts, as 
prescribed by the Commission. The classification provides no specific account 
for the inclusion of charges for engineering, general expenditures, and interest 
during construction. For the sake of clarity, the reproduction estimate of these 
charges has been separately included in accounts 116, 166, and 186. Other 
Property. 
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Valuation sections.—The inventory is prepared and the foregoing facts are 
shown by what are denominated “valuation sections.” A valuation section is a 
particular portion of the line designated by termini or location and treated as 
one piece of property; that is, all of the pipe, buildings, tanks, pumping equip- 
ment, et cetera, upon that valuation section are inventoried separately from 
the balance of the property of the carrier. 

The reasons for the establishment of a particular valuation section are vari- 
ous, and are as follows: 

1. Convenience in making an inventory and in the future handling of addi- 
uions and retirements. 

2. It frequently happens that the cost of construction varies upon different 
parts of a pipe line, and this is almost always the case where that pipe line is 
of considerable extent. One purpose of the valuation section is to put together 
those parts of the line where there is a limited range in the construction costs. 

3. It is always desirable, when possible, to compare the original cost with the 
cost of reproduction. By dividing the property into valuation sections, these 
comparisons can more readily be made. 

4. The act requires the Commission to report its valuations separately by 
States, and valnation sections are finally summarized according to that require- 
ment. The manner in which, and the extent to which, property has been allo- 
cated by States will be referred to later in this discussion. 

Substance of the inventory.—The engineering inventory contains only prop- 
erty which is used, or has potential possibilities of use, by the carrier for its 


» purposes as a common carrier. In certain instances, property held on date of 


inventory for purposes other than those of a common carrier, all of which does 
not possess these potential characteristics, has been inventoried in its entirety 
and separately classified as property “used for purposes other than those of a 
common carrier” or “owned but not used”, as the facts require. 

Present topographical conditions are assumed to exist, except as they have 
been altered by the construction of the pipe-line property itself, and it is further 
assumed that the general condition of the country, as to forest, tillage land, 
drainage, et cetera, is like that of valuation date. 

The estimate of reproduction cost new, arrived at in this manner, does not 
correspond with the original cost of producing the property as it was in fact 
produced. Many pipe-line systems are the product of a process of gradual 
development. Single-line systems have become multiple lines, buildings have 
been enlarged, and additional pumping units have been installed. In the esti- 
mate of reproduction, all this is disregarded and it is assumed that the existing 
property is reproduced by a single continuous impulse. 

Property not in service.—Our uniform system of accounts for pipe lines pre- 
scribes that the investment in carrier property shall include the cost to the 
‘arrier of physical property used in, or held under, a definite plan for pipe-line 
operations. Our representatives have frequently found that, because of lack 
of traffic or for some other reason, certain pumping stations, tanks, pipe lines, 
and other property, owned by the company have not been devoted to pipe-line 
operations for a considerable period of time. In such cases, and in the absence 
of a definite roperty to pipe-line sery 
classified these items of property as “wholly owned but not used, property. out 











of service. 
"The inventory of this class of property is in the same complete detail as that 
of owned and used property. If this property is returned to common-carrier 
pipe-line service, it will be so reported in accordance with the provisions of 
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supplement No. 8 to order No. 3 and will then be included in our reports under 
the proper classification. 

Property used for purposes other than those of a common carrier—The act 
requires separate reports on property used for common-carrier purposes and 
that used for purposes other than those of a common carrier. Where, for 
example, we have found that the storage capacity of the carrier’s oil tanks is 
in excess of the requirements as a common carrier we have classified this excess 
capacity as property used for purposes other than those of a common carrier. 

Depreciation.—As treated by the Commission, depreciation has been defined 
in Telephone and Railroad Depreciation Charges, 177 I. C. C. 351, 422, as “the 
loss in service value not restored by current maintenance and incurred ih con- 
nection with the consumption or prospective retirement of property in the 
course of service from causes against which the carrier is not protected by 
insurance, which are known to be in current operation, and whose effect can 
be forecast with a reasonable approach to accuracy.” 

There are two kinds of depreciation, physical and functional. A piece of 
property will sometimes deteriorate as rapidly when standing idle as when in 
active service, while in other instances the deterioration is very slight unless in 
use. The real question always is what part of the life of this piece of property 
has gone, whether from the mere fact of age or from service. It is assumed 
that the loss of service units is evenly distributed throughout the entire life of 
the article. In point of fact, this is not exactly true. Some articles may 
depreciate more rapidly in the early years of service and others in the last years, 
but the practical way is to assume that the loss is uniform, and it is believed 
that this; as applied generally, will produce a fair result. 

The extent of ¢ ~jation is expressed in condition percent stated as a fy: 












rvice units at the date of valuation. 

It sometimes happens that an article may be used for certain purposes as 
long as there is need for its services in the place of original installation. With 
the passing of this need, the article may be removed from the place of original 
installation and subsequently render a similar service in a different location. 


Fvice units new and the se 


Due to decline or exhaustion of traffic, cancelation of lease contracts, or other 
cause, line pipe in gathering fields is frequently moved. Likewise, equipment and 
tanks are subject to similar treatment. In ascertaining the depreciation of such 
items of property we have considered them in two cycles and have depreciated 
them from new to scrap and from second-hand to scrap, respectively. 

In obtaining the cost of reproduction less depreciation of pipe, machinery, and 
tanks, consideration is given to scrap. By scrap is meant the value of the article 
as junk; that is, its value if broken up. In making the computation, scrap is 
first deducted, the remainder depreciated in accordance with its age and service 
life, and the scrap then added to the depreciated cost. Thus if an article when 
alew costs SOQ gud the spap is worth $10 and the condition is 50/100, $10 would 
be subtracted from $100, $90 depreciated, and the $10 added to the depreciated 
cost, giving as cost less depreciation $55. 

In applying the above principles it is necessary to determine total life and 
future life. The date of installation, or of the beginning of the use, is usually 
known, and if total life can also be fixed, future life may be obtained by sub- 
tracting the one from the other. 

Ordinarily, therefore, the problem is to determine total life. This may be 
done by reference to the experience of the past. Where sufficient time has 
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elapsed so that articles of the kind under investigation have, in fact, been worn 
out and displaced, the period for which they have been in service is known, and 
life tables can be prepared. In determining total life, observation as well as 
records is of value. The amount of wear which has taken place in a given 
humber of years can be noted and from this the total life can be calculated. 
The opinion of those who are qualified by their training and experience to 
form such opinion is also of service. From all sources an estimate of total life 
must be formed. 

Physical.—Physical life is defined as the period in years between the time of 
installation and the time of retirement, due solely to physical deterioration, 
wear, tear, rot, rust, decay, and the action of the elements. Jn determining 
physical life allowance is made for observed obsolescence, which can be seen 
by the eye in a field inspection. No allowance is made for the functional factors 
of depreciation which limit the service life, such as unobserved obsolescence, 
inadequacy, depletion, and decline and exhaustion of the traffic which the prop- 
erty was designed to transport. 

In their consideration of the physical life of the various items of property, 
our engineers and the working committee of the American Petroleum Institute 
arrived at an agreement as to a schedule of physical service lives, including 
an allowance for observed obsolescence. This schedule was used as a guide 
in determining physical lives to be applied to the inventory of particular car- 
riers. With few exceptions, the physical service lives recorded in the inventory 
notes are lives concerning which the Engineering Section of the Bureau of 
Valuation and the carrier are in complete agreement. 


The following table is a 8s D the physical lives which were agreed 
upon by the Engineering Section and the working Committee of the American 


Petroleum Institute: Yéiite 
New line pipe, ‘wrought iron and steel__-_-__-_-_____ Nt ere ne 3314 
Second-hand pipe (trunk and “gathering) : 
Pipe’ reconditioned by ‘welding. 2..— =o. 2.2 lle See eee 25 
ge Mi i LEY Marks LT le ag a pL 20 
Life extension due to protective coatings: 
Unt OU NEIENE nee eee et ee ee ae = 1 
ee eeemenmneeuey “ummm cs PEST 5a re i ee ee) ae 3 
Reinforced bituminous coatings— 
Bute wey oe eee Putri he tS Re hes LET RASS SY Re ah ts £ 5 
PE UN are er eek e She te meee eae 7 
STIG “COUTURE ce eee ee ee ee act ee OL TE 20 
Pipe fittings, either new or second-hand_-___- Jfictuci<-l. ‘(Palow pipe life) 
Buildings : 
prick concrete, And’ Oiler masonry. {Ee ee ee 60 
Sheet iron— 
rr ey leer Se ene eo seh ee ee eS 35 
New On wooa sramoso US Sse eee ee lesa cb drubastelvabicnseacintaen 
Frame— 
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Tanks: 
Steel, other than bolted, 5,000-barrel and up_-------------_-------. 25 


Steel, under 5,000-barrel, riveted or bolted_--.-----_-----___-----_- 20 
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Machinery : 


Sentritugel Wanye eet ol wae cash tb oheem Lee 20 
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Boilers, fire-tube or water-tube__.__________ €2teaswewha—aaneeabeie 25 
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COlmprotauta;: a ener ia ew hla ce aad bewebicnsadi~diiosend 25 
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Functional.—Functional depreciation results chiefly from obsolescence, in- 
adequacy, inefficiency, supersession, depletion, and the decline and exhaustion 
of the traffic which the property was designed to transport 

Functional depreciation has played a very important part in the develop- 
ment of modern pipe-line property and its operation. Advances in the art 
have developed more economical and better suited types of pumping equip- 
ment, pipe with welded joints have replaced the threaded and coupled pipe, and 
improvements in tank design have brought new features. The principal cause of 
functional depreciation in pipe-line properties, however, is the decline or ex 
haustion of the traffic which the property was designed to transport. This is 
particularly true in gathering-line property. The pipe, regardless of many 
changes in location, will, ordinarily, eventually attain the physical life pre- 
scribed or allotted to it, but with each movement the construction costs are 
an irrecoverable loss, and account must be taken of this in the lives applied to 
construction costs. Proration and unit field operation have a decided effect 
upon the question of changes in location in fields and upon the total period 
over which a given location will continue to produce. Repressuring, water 
flooding, and the production from deeper sands, all have a tendency to lengthen 
the economic life of given fields. 

The facts in regard to trunk-line property are quite different. The physical 
lives are averages covering entire lines or substantial portions of the property, 
as the facts warrant. Decline and exhaustion of traffic may cause the retire- 
ment of minor portions of such lines or of such sections of the property, but, 
on the other hand, traffic will exist for the remaining portions of the line 
beyond the average physical lives agreed upon. 

This matter of functional depreciation is difficult to deal with for the fore- 
going reasons. The following course has in a general way been pursued. 

Our engineers are instructed to consider functional depreciation which has 
already occurred. As for the future, the instruction is that functional depre- 
ciation shall only be considered when it is imminent or is shown to exist. No 
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hard and fast rule can be laid down, but, generally speaking, insofar as 
functional depreciation can be forecast with reasonably accuracy it must be 
considered, but speculation must not be resorted to. 

Each case must be considered ov its own merits and such adjustment made 
in the physical lives as is warranted by the available facts. 

From the foregoing, it will be seen that the effort is to state with respect 
to each piece of property the number of service units which that property 
now has for the purpose for which it is being used. In determining that fact, 
an inspection of the property is made, and the experience of the past, as de- 
veloped by both the records of the carrier under valuation and those of other 
earriers, as well, is considered in the light of present knowledge and conditions. 

By each piece of property is not necessarily meant each unit, since several 
units of the same class may sometimes be combined and considered as one 
piece. Thus the pipe of a given class upon one valuation section might be 
treated as a single piece of property in stating depreciation. 

The depreciation of overhead charges will be considered in connection with 
the discussion of such charges themselves. 

Prices.—When the engineering inventory is complete, it contains an enumera- 
tion of the units of all the property owned or used by the carrier, except land. 
In order to show cost of reproduction it is necessary to apply prices to these 
units. Such prices must cover the entire cost of the unit in place, but the 
unit price applied to the item inventoried does not always include the cost of 
installation. 

Ordinarily the cost of a unit divides itself into three parts, as follows: 

1. The cost f. 0. b. some point, usually the point of origin. 

2. The cost of transporting, handling, storing, et cetera, up to the time it is 
put in place, or in some instances taken out of the material yard for the purpose 
of being placed in position. 

3. The cost of installation proper. 

The Commission has established certain so-called primary accounts into 
which all costs incurred in the construction of a pipe line are to be thrown. 
Under accounts Nos. 103 and 153, Line Pipe, are included the costs of oil-line 
pipe laid in the construction of oil pipe lines, and in accounts Nos. 104 and 154, 
Line Pipe Fittings, are included the cost of pipe fittings laid in the construc- 
tion of oil pipe lines, both at points of delivery. The cost of teaming or truck- 
ing, labor expended in excavating, connecting up pipe lines, installing fittings, 
and backfilling trenches is included in accounts Nos. 105 and 155, Pipe-Line 
Construction. It will be seen, therefore, that the unit cost applied in the inven- 
tory is that part of the total cost, which, under the rules of the Commission, 
would be included in that primary account, which is sometimes the total cost 
of the unit in place and sometimes only a part of that cost. 

Period unit prices are applied as of the date of valuation. The attempt is 
not to determine the exact price of a particular article on that date, for that 
price may have been abnormally high or low, but rather to ascertain what may 
be termed a normal price. For this purpose, primary consideration is given to 
the range of prices during the years immediately prior and subsequent to the 
date of valuation, and secondary consideration to prices during the years 
somewhat farther removed. The Commission passed as part of valuation order 
No, 26, section D, a requirement that the carrier report the cost of its equipment 
and machinery, and section E requires a report of prices of materials, construc- 
tion costs, and rates paid labor for the years 1929 to 1934, inclusive. Section D 
<overs all the property of the class designated therein as carried in the 
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accounts of the carrier. In addition, our engineers inspected, in the carriers’ 
Offices, construction data covering the major portion of work done in the 
past 15 years, and obtained much valuable data not called for in the reports 
above referred to. As a means of obtaining additional information, a sub- 
stantial number of carriers were required to furnish information as to prices 
and costs called for in valuation order No. 26, sections D and E, for the years 
subsequent to 1934. 

These d one of the bases of the prices applied. In addition, data 
have been obtained from manufac x rices at which standard 
goods have been sold to pipe-line companies during the same period. Repre- 
sentatives of the Engineering Section often personally interview such manu- 
facturers arid dealers with a view to ascertaining pertinent facts. 

The ascertainment of the cost of installation presents a more difficult problem, 
but one of the same kind. All labor costs involve elements of uncertainty and 
variability which make the ascertainment of such costs less easy, but, here 
again, while the differences may be greater or less in individual cases, the data 
considered furnish a valuable guide to costs. 

Costs arrived at in this manner will not exactly coincide with the original 
rices paid ; some costs will be higher and some lower than those which ‘obtained 
ororzmal construction. Wet seasons and dry seasons, and organization and 
coordination profoundly influence cost. Labor conditions may be entirely dif- 
ferent in the construction of difficult properties. All this may affect individual 
prices, but the general price arrived at by the foregoing method can be used 
with confidence.ip reaching .a_reproduction estimate. 

As already noted, the cost of the material handled is ordinarily at the point 
of purchase. To this must be added the cost of transportation to the point of 
installation. The commercial freight rate is applied up to some point near the 
line under construction. For truck or wagon haul, the charge is varied with 
the conditions of service. 






ee 
All the data above referred to have been considered in conference by our 


representatives and the working committee of the American Petroleum Insti- 
tute. An agreement has been reached on the major elements of cost for the 
years 1929 to 1936, inclusive, and as to period prices, as of December 31, 1934. 
These prives tte been used as a, guide in determining the period prices which 
we have applied to the units of property. These unit period prices have been 
applied as of the date of_valuation. ° BOcy, 
Overhead tharges.—When an inventory has been prepared, including every 
item of physical property which enters into the construction of a pipe line, 
and when a proper price has been applied to every item in that inventory, 
covering both the expense of acquiring the property and of putting it in place 
as a part of the pipe line, the result does not express the entire cost of the 
physical pipe line itself, for the reason that certain expenses connected with 
the production of this property have not been taken into account. 

Before the building of the pipe line, or even the preliminary steps looking 
toward its building, can be undertaken, a corporation is organized. There must 
be some entity to hire men and disburse money. The creation of this corpora- 
tion entails the procuring of legal services, and, generally, the payment of 
certain fees and other expenses. Engineers must be employed to locate the 
line, prepare contracts, supervise the construction, et cetera. There must be a 
veneral organization, with the necessary employees, for the purpose of conduct- 
ing the work and making record of the details. Money must be provided for 
the payment of expenses, as the work progresses, and the interest on this 
money is in addition to the capital invested. It is evident that these items, 
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and others of a similar character, call for the outlay of money, and that they 
are not represented in the inventory which has been prepared and priced. 
These items are ordinarily denominated “overhead charges”. It must be con- 
ceded that a pipe line could not be built without expenditure for some or all 
of these items, and that, if the cost of reproduction is to be indicative of the 
cost of production at present, some inclusion must be made on this account. 
The attempt has been made to bring these charges under the same test which 
has been applied in the development of prices, namely, the actual experience of 
the past. The conclusion reached and the reasons for that conclusion will be 
given under the different items which are here classed as overheads. 

Contingencies.—In the building of a pipe line all sorts of unforeseen contin- 
gencies may occur. There will be accidents which could not be forecast, floods 
may come, and strikes may occur. Many things may happen which will in- 
crease the cost over what it would have been under perfectly normal and favor- 
able conditions. Prices applied, however, have been determined with respect 
to the actual experience of the past, and this experience includes every item of 
the sort referred to. Accidents, washouts, labor disturbances, everything of 
that kind has occurred in years gone by, and has been paid for by the carrier 
in the production of the property. 

The price is often based upon the contract price under which work has been 
done. The contract price is that price which experience has shown to be a fair 
one, and which contractors of judgment are willing to accept. 

Engineering.—In determining cost of reproduction, it has been the general 
practice in the past to include a gross sum for engineering in the nature of an 
overhead expense. 

To allocate the cost of engineering to particular pieces of property would be a 
refinement not practiced in the past, not called for in the present work, and 
which, for lack of supporting data, would introduce an element of greater 
uncertainty rather than greater certainty. 

In estimating the cost of new work, it is customary to add a percentage of the 
total cost for engineering. In estimating the cost of reproduction, the same 
practice has been followed. 

It is evident that there is no connection and therefore no necessary relation 
between engineering and general expenditures. These accounts should there- 
fore be omitted in computing engineering. The same is true of land, in connec- 
tion with which there is little or no engineering proper. 

Engineering is stated as a percentage upon the property accounts, exclusive of 
land and rights-of-way. The bureau engineers, working with the committee of 
the American Petroleum Institute, have made a study of this subject, and have 
come to an agreement as to the percentage to be applied to property accounts 
other than land and rights-of-way. The figure agreed upon is 1 percent to be used 
as a guide. 

Our classification of carrier-property accounts makes no specific allocation of 
engineering to a particular primary account. In order that our allowance for 
engineering may be readily identified, and because it is not feasible to allocate 
portions of it to particular property accounts, we have included the entire 
allowance under accounts Nos. 116, 166, and 186, Other Property. 

Engineering has been depreciated. It is a labor charge, and ordinarily labor 
depreciates along with the article into the cost of which it enters. 

General expenditures.—Interest during construction is considered by itself, 
and all other items of general expenditure, such as organization expense, general 
officers and clerks, law, stationery and printing, taxes, and other general expendi- 
tures, are thrown into a single item. 
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To determine the amount of the percentage to be applied for general expendi- 
tures, resort was had to the same method by which engineering was ascertained, 
and, as a result, our engineers and the working committee of the American 
Petroleum Institute came to, the conclusion that, as a guide, a figure of 1.5 percent 
was proper. 

For the reasons given under our diseussion of engineering, we have included 
general expenditures under accounts Nos. 116, 166, and 186, Other Property, 
and have ordinarily computed the total charge as 1.5 percent of accounts Nos. 
103 to 116, inclusive, and of accounts Nos. 153 to 166, inclusive, and on engineer- 
ing. excluding interest. 

General expenditures are depreciated with the accounts used as the basis 
for computing the percentage. As already noted, these expenditures accrue 
almost entirely in connection with the property accounts. While organization 
and perhaps a part of the legal expenses would not properly depreciate, they 
both are ordinarily an inconsequential part of the whole which would depreci- 
ate along with the items of property in the production of which they are 
incurred. 

Cost of obtaining money.—The cost of obtaining the money with which to 
finance the construction of a pipe line has been frequently, and perhaps usually, 
treated as an overhead. After mature consideration, it has been thonght best in 
reporting cost of reproduction new to show nothing on this account, as_such 
but to include any necessary charge of that character in the interest rate 

—Nix percent is the legal rate of interest in a large section of this country 
where no other rate is specified, and our engineers and the working committee 
have come to an agreement as to the use of 6 percent as a guide 

Interest during construction.—Considerable time is required to construct and 
put into operation a major pipe-line system. The expense of building and 
equipping that system must be met as the work proceeds. For the use of che 
money required for this purpose, from the time it is obtained by the company 
up to the period when operation begins, interest must be paid, and it is uni 
versally conceded that this interest is an item of expense in the construction 
of the property which should be included in a reproduction estimate. Such an 
item is provided for by the accounting rules of the Commission. 

We have applied 6 percent and this rate is taken as ineluding all other costs 
in connection with procuring necessary funds for construction. 

Land is not included in the engineering report, nor do we attempt to show 
the cost of reproducing the rights-of-way. Interest should not therefore, in 
tlfis connection, be computed on accounts Nos. 191, 151, 102, and 152. It shouid 
be*computed on all carrier-property accounts which we do include in our en- 
gzineeging report and on the overheads we have included in accounts Nos. 116 
166, and 186, except interest during construction. 

The construction period, as determined by our engineers, does not represent 
the shortest time in which the line could be constructed, but that period within 
which the work might be economically done. The usual delays which oceur or 
the average in normal times, due to labor and market conditions, are assumed 
to exist, but unusual delays, due to financial troubles and to other causes pecu- 
liur to individual properties, are eliminated. iT 
The*territory contiguous to pipe lines is served by many miles of railroads, 

and ur present system of improved highways facilitates the delivery of men, 
supplies, and@ material to many points along the entire line to a far greater 
extent than it did in many instances at the time of original construction. 
Interest has been computed at the rate of 6 percent for one-half the con- 
struction period plus 3 months, except that in those cases where the construe- 
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tion period assigned was 6 months or less we have computed interest for the 
full period. A minimum construction period of 2 months has been adopted. 

Distribution of property between States—The Valuation Act requires the 
Commission to “show the value of the property of every common carrier as a 
whole and separately the value of its property in each of the several States 
and Territories and the District of Columbia, classified and in detail * * *.” 
The engineering report does not deal with value proper, and the above require 
ment is construed to refer to the cost and other facts with respect to the 
property with which the engineering report does deal. 

A large part of the physical property of a pipe line is fixed. This is true 
of its line pipe and its buildings of all kinds. As to the location of all this 
property no doubt can exist. 

Certain other property is movable, and might be carried from State to State, 
but, in fact its use is ordinarily confined to one place. Of this, vehicles and 
other work equipment furnish illustrations. While they might be, and some- 
times are, used interchangeably in different States to a very limited extent, 
their use is ordinarily confined to a single locality. Property of this sort is 
clearly located in the State where it is used. 

The inventory is made by valuation sections. No valuation section extends 
across a State line. If, therefore, all valuation sections in a given State are 
summarized, the summary exhibits the total fixed property found in that 
State, and the various inventories exhibit the details of that property. Over- 
heads computed in percentages, as previously described, are applied by valua- 
tion sections, and are embraced in the summary so that the total cost of 
reproduction new and reproduction less depreciation is given by States. 


THE LAND SECTION 


The Land Section inventories and appraises, as of date of valuation, all lands 
and rights in lands held by the carriers, and keeps a record of subsequent 
changes occurring in such properties. This section also classifies the lands 
as to the character of use. The act requires that lands “owned or used for the 
purposes of a common carrier” shall be classified as carrier. The word 
“owned” does not necessarily refer only to lands which are owned by a carrier 
and used by it or some other carrier for transportation purposes, but also to 


. rtewrdeehichbave not been, in fact, devoted to commen-carrier use, provided the 
public yseis jmminent. 


It sometimes happens that the amount of land which is devoted by the car- 
j yarticular use appears to be excessive, but if the land is presently 
arri Se sasonableness of the extent is not ques 
Only in very plain cases would the limits fixed by the carrier : 

It is evident that, while certain general rules may be laid down for the 
classification of lands between carrier and noncarrier use, much depends upon 
the circumstances of each individual case. The rule with us in classifying 
carrier lands has been much the same as the rule of the courts in permitting 
the condemnation of lands for carrier purposes. 

Carrier lands.— tion Act requires the 










oned. 





Commission to 





the 





state 


is done is to ascertain the area of carrier land, to determine the market value 
of similar land adjoining or in the immediate vicinity, per acre or other unit, 
and to apply that price to the area. 
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For the purpose of determining this present value, the Land Section sends 
into the field its land appraisers, who make a personal inspection of the 
property and ascertain certain facts which bear upon the value. The property 
is first divided into zones, and each zone contains lands of substantially similar 
character and value. Every zone is continuous from one end to the other. The 
appraiser having laid out his zone next proceeds to determine the market vulue 
of adjoining and adjacent lands. For this purpose he collects all recent sales, 
leases, and other conveyances which he can find of similar lands in the imme- 
diate vicinity. He also ascertains the assessed value of such lands and finally 
takes the opinion of different classes of well-informed persons as to such value. 
From a consideration of all these sources of information, he reaches his con- 
clusion as to the unit or market value. Often the reported market value is 
substantially different from the original cost, as found and reported by the 
Accounting Section. 

Rights-of-way.—No attempt is made to appraise easements for right-of-way 
purposes in terms of the values of adjoining lands. For rights-of-way, the costs 
borne by the carriers in their acquisition are considered the best evidence of 
their value: such costs are reduced by the amount thereof assignable to the 
expired service life of the right-of-way on date of valuation. 


THE ACCOUNTING SECTION 


The Commission's accountants deal with the records of the carrier, and 
the report of that section embraces everything called for by the act which 
is derived from an examination of the books of account and other records 
and documents. Among the subjects handled, one of the most important is 
original cost to date. 

Original cost to date.—The act requires the Commission to ascertain and 
report the original cost to date of the property owned or used by every common 
carrier subject to the act. ; 

Owing to the comparatively recent construction of carriers by pipe line and 
our requirements for the recording of expenditures made by them, the invest- 
ment in, and original cost of, the properties of common-carrier pipe-line com- 
panies can be, and has been, ascertained. The amounts reported for invest- 
ment and original cost are determined from examination of their records of the 
cost of the property in existence on valuation date, with such adjustments of 
the recorded costs as are required to bring them into conformity with our 
uniform system of accounts for pipe lines, effective January 1, 1935. While 
some items of property, the cost of which is included in our statements of in- 
vestment and original cost, do not depreciate, others wear out in service or 
hecome obsolete. Thus the original cost as determined represents, in part, 
property a portion of the service life of which has expired. 

Aids, gifts, grants, and donations.—Carriers are required to file a return 
showing all aids, gifts, grants, and donations. The books and records of the 
earriers are examined by the accountants in the light of this return, and 
whatever they disclose is developed and reported. 

Corporate and financial history.—The date of organization of each corporation, 
what property was constructed by it, what became of that property, and of the 
corporation itself, are reported. The report of the accountant gives a complete 
picture of the corporate growth of the system from the beginning down to the 
date of valuation. 

In the same connection a full statement is made of all issues of stocks and 
bonds by each corporation, together with an account of the consideration, either 
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in money or in property, which was paid for the same. The means resorted to 
by the carrier for the providing of its funds, the amounts paid in the way of 
discounts, and, indeed, everything connected with the financial history, is fully 
shown. 

It will be seen that the accountant develops whatever facts are contained in 
the records of the carrier, and it is believed that the facts thus developed are 
of great significance in exhibiting what may be termed the financial equities 
of each case. 

REASONS FOR THE DIFFERENCES BETWEEN VALUES 


By tue act, the Commission is required to report not only an analysis of the 
methods by which the several cost values are obtained but also the reasons for 
their differences, if any. From what has been stated in this analysis of methods, 
it must be clear that the reasons for the differences in amount between the 
various cost values reported, i. e., the original cost to date, the cost of reproduc- 
tion new, and the cost of reproduction less depreciation, are to be found in the 
essential differences in the nature of the inquiries which must be made in order 
to ascertain each of those cost values, respectively, based as they are, and 
must be, on varying assumptions, attended by varying conditions in which the 
actual and the hypothetical are contrasted, and affected by fluctuations and 
trends in the prices of labor and materials. 








B-1028 
INTERSTATE COMMERCE COMMISSION 


Vatuation Docker No. 1284 
AJAX PIPE LINE CORPORATION 


Submitted December 7, 1949. Decided December 14, 1949 


Final value for rate-making purposes of the property of the Ajax Pipe Line Corpo- 
ration owned and used for common-carrier purposes found to be $12,300,000, 
as of December 31, 1947. 


REportT OF THE COMMISSION 
Drvision 2, Commisstoners ArrcHison, SPLAWN, AND ALLDREDGE 
>] 9 9 


By Division 2: 

The Ajax Pipe Line Corporation, hereinafter called the carrier, is 
a corporation of the State of Delaware controlled jointly by the Stand- 
ard Oil Company (New Jersey), Standard Oil Company (Ohio), and 
the Pure Oil Company, through ownership of the capital stock by these 
companies or their subsidiaries, with its general office at Cleveland, 
Ohio. It owns and operates a trunk pipe line in the States of Okla- 
homa, Missouri, and Illinois, and serves as a connecting and delivery 
line in transporting oil from the Oklahoma-Mid-Continent, East 
Texas, and Arkansas-Louisiana fields to Wood River, Ill. The route 
extends from a connection at Glenpool pump station, near Jenks, 
Okla., to a connection with the Ohio Oil Company line and to delivery 
facilities at Wood River, Ill. The carrier does not own any branch 
trunk lines or gathering lines. The total trunk lines owned and 
operated aggregate 826.135 miles including 395.419 miles of line and 
415.696 miles of loops and parallel lines. 

By our order of October 17, 1949, entered in this proceeding, we 
completed the tentative valuation, as of December 31, 1947, of the 
property of the carrier. Notice thereof was duly given to the carrier 
and other interested parties in the manner and as required by law. 
No protest was filed, as provided for in section 19a of the Interstate 
Commerce Act, by any of the parties in interest in this proceeding. 
The tentative valuation will be made final. 
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ORDER 


At a session of the INTERSTATE COMMERCE COMMISSION, 
Division 2, held at its office in Washington, D. C., on the 14th day of 
December A. D. 1949 


Valuation Docket No. 1284 
Ajax Pipe Line Corporation 


It appearing, That a notice of the tentative valuation ot the prop- 
erty of the above-entitled carrier, heretofore made by the Commis- 
sion under and in compliance with the authority conferred and the 
duties imposed upon it by section 19a of the Interstate Commerce Act, 
was duly given to said carrier and to the Attorney General of the 
United States, the Governors of Illinois, Missouri, and Oklahoma, the 
Illinois Commerce Commission, the Public Service Commission of 
Missouri, and the Oklahoma Corporation Commission ; 

It further appearing, That no protest against said tentative valu- 
ation was filed with the Commission within the limit of 30 days 
specified in paragraph (h) of said section 19a; 

It is ordered, That the following be, and it is hereby declared to be, 
the final valuation of the property of the Ajax Pipe Line Corporation, 
as of December 31, 1947: 

Location and general description of property.—The Ajax Pipe Line 
Corporation, hereinafter called the carrier, owns and operates, a 
trunk pipe line in the States of Oklahoma, Missouri, and Illinois, 
which serves as a connecting and delivering line in transporting oil 
from the Oklahoma-Mid-Continent, East Texas, and Arkansas- 
Louisiana fields to Wood River, Ill. The route extends and all of the 
oil transported moves northeasterly from a connection with the 
Interstate Oil Pipe Line Company’s line at Glenpool pump station, 
near Jenks, Okla., through northeastern Oklahoma and central Mis- 
souri, to a connection with the Ohio Oil Company (Pipe Line Depart- 
ment) line and to delivery facilities at Wood River, Ill., a total 
distance of 395.419 line miles all of which has a double 10-inch line 
of pipe. In addition to the double lines there are 20.123 miles of 
10-inch loop line. 

For such movement through its lines the carrier participates in 
joint through interstate rates. During the year ended December 31, 
1947, the carrier handled through its lines 29,219,570 barrels of crude 
oil. The capacity of each pipe line is approximately 40,000 barrels 
per day or a total of approximately 80,000 barrels per day for both 
lines. The 1947 movements were 80,053.62 barrels daily or 100 per- 
cent of the total capacity. No oil is gathered. 
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The carrier does not own any branch trunk lines or gathering lines. 
"rhe total of all trunk lines owned and operated aggregates 826.135 
miles, including 395.419 miles of line and 415.696 miles of loops and 
parallel lines. 

Capital stock and long-term debt.—The carrier has outstanding as 
of December 31, 1947, stock and long-term debt with a total book 
liability of $1,373,000, consisting of $3,000 book liability for 300 
shares no-par management stock, $20,000 book liability for 10,000 
shares no-par common stock, and $1,350,000 funded debt. 

Results of corporate operations.—For the period from September 
1, 1936 to December 31, 1947, the aggregate operating expenses have 
been 42.02 percent of the operating revenues, and for the period of 
5 years ended December 31, 1947, 47.06 percent. The ratios of operat- 
ing expenses to operating revenues, and the net pipe-line operating 
income for the years ended December 31, 1943 to 1947, have been, 
respectively, as follows: 1943, 37.59 and $1,451,762; 1944, 49.81 and 
$924,165; 1945, 55.05 and $609,277; 1946, 52.26 and $854,531; and 
1947, 59.08 and $699,326. During the period September 1, 1936, to 
December 31, 1947, the carrier declared dividends aggregating $14,- 
421,174, of which $2,700 was applicable to 300 shares of management, 
$10,093,400 to 10,000 shares of common, $2,795,898 to first preferred, 
and $1,529,176 to second preferred, capital stock. Dividends of $1 
per share were paid on the management stock in each year 1936 to 
1938 and 1942 to 1947. Dividends paid on the common stock averaged 
$89.06 per share per annum. Dividends at the rate of $7 per share 
per annum were paid on both classes of preferred stocks until all of 
both issues had been reacquired in 1941. Both issues of preferred 
stocks were canceled prior to December 31, 1947. 

Original cost to date—The original cost of the common-carrier 
property owned and used by the carrier as of December 31, 1947, 
including $28,058 for land and $305,995 for rights-of-way, is found 
to be $14,277,472, as detailed in appendix 2. 

Investment in carrier property.—The investment of the carrier in 
carrier property as of December 31, 1947, including land and rights- 
of-way, is stated in its books as $14,314,806. If readjustments were 
made as indicated by our accounting examination, this amount would 
be reduced to $11,559,040. Further information will be found in 
appendix 2. 

Cost of reproduction new and cost of reproduction less deprecia- 
tion.—The cost of reproduction new and cost of reproduction less 
depreciation of all property other than land, rights-of-way, and 
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material and supplies, owned and used by the carrier as of December 
31, 1947, are as follows: 





Cost of repro- | CoSt of repro- 








Classification : duction less 
duction new depreciation 
Owned and used for common-carrier purposes: 
ND 2 ten ie anodes ntiadasits Mino dhne oapeeeieaie res a $247, 851 $163, 502 
it SL SSS i dbb dnda be bodeddedaUisidine dh dovnthltdesoccmurb bncees 14, 877, 240 8, 922, 257 
tn cctttationt Ronkdananhaciigndedaditho=cdeansn>seereeees 5, 112, 028 3, 031, 267 
Ne igs os ods Stk hin dae eile cette > bh ivnbtidinvebesi 20, 237, 119 12, 117, 026 





These amounts classified in conformity with the uniform system 
of accounts for pipe lines as prescribed by us, are shown in the summary 
sheets in appendix 1. 

The prices used in arriving at cost of reproduction were determined 
from a study of costs prevailing over a period of years both prior 
and subsequent to December 31, 1947. 

Cost of lands at the time of dedication to public use and thein 
present value.—The carrier owns and uses for common-carrier pur- 
poses, all in trunk-line operation, 302.57 acres of land. The area, 
original cost as supported by accounting records, and the present value 
of the carrier lands owned and used, distributed by States, are as 
follows: 


| ] 
States Acres Original cost | Present value 
Missouri ..........- ebodesbddadocdddvedbbt fv octitceetenes 240. 77 $22, 520 $7, 205 
a in el a i ae Te 61. 80 5, 538 1, 469 


i ticndedénispbepenascgdak atladsseukdetesqateboniet 302. 57 28, 058 8, 67 


Cost of rights-of-way at the time of dedication to public use and 
their present value-——The carrier owns and uses for common-carrier 
purposes through easements, certain trunk-line rights-of-way, the 
original cost of which, so far as supported by accounting records, 
is $305,995. 

The original cost of these rights-of-way, together with their present 
value, represented by the unamortized portion of the original cost 
assignable to the unexpired service life of the rights-of-way on De- 
cember 31, 1947, distributed by States follows: 








| 
States Original cost Present value 
iets iis shies 10.2. UL A. BOR pe $4,718 | $3,114 
ee cmanapcougendtupconnees eb > dapeerse gous | 230, 702 152, 263 
Oklahoma... ..--.. eGalbleens~agsaasase SUAVE ceebs ese aotcscteeo es] 70, 575 | 46, 580 


ae tS Fee ee TE, sas yarn 305, 995 | 201, 957 
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Operating oil suwpply.—The investment of the carrier in operating 
oil supply as of December 31, 1947, is stated in its records as $560,501. 
This oil supply has not been inventoried as a part of the physical 
property owned and used in common-carrier service, and its value is 
not included in the values hereinafter found. 

Property held for purposes other than those of a common carrier.-— 
The carrier owns 19.70 acres of land in Oklahoma, which are held 
for noncarrier purposes, being vacant and unused. The original cost 
of the 19.70 acres is $1,480, and the present value is $591. 

The carrier owns securities of others held fer noncarrier purposes. 
Their par value is $1,005,000, and their book value, stated by the 
carrier as its investment in the securities, is $1,009,967. It also has 
special cash deposits of $376,207, classified as advances. These items, 
with their par and book values as of December 31, 1947, are listed in 
appendix 2. 

The carrier owns and holds cash on hand and material and supplies 
in the amount of $934,841. Of this amount, $879,600 is necessary for 
its use as working capital and that sum is, therefore, included in the 
final value stated elsewhere in this report. The remainder, $55,241, 
is owned and held by the carrier for noncarrier purposes. 

Aids, gifts, grants, and donations.—The carrier has received as part 
of the cost of its carrier property located in the State of Oklahoma, 
$36,344 in costs which were borne by the United States Government 
under the Grand River Dam Authority, in the year 1940. 

Material and supplies—The book value of the material and supplies 
on hand as of December 31, 1947, is shown in the records of the carrier 
as $401,423. 

Final value.—After careful consideration of all facts herein con- 
tained, including appreciation, depreciation, going-concern value, 
working capital and all other matters which appear to have a bearing 
upon the value here reported, the value, for rate-making purposes, as 
of December 31, 1947, of the property of the carrier owned and used 
for common-carrier purposes, is found to be $12,300,000. 

The sum of $879,600 is included in the value above stated on account 
of working capital, consisting of material and supplies and cash. 

No other values or elements of value to which specific sums can now 
be ascribed are found to exist. 

Appendiwes.—Attached hereto and made a part hereof are appen- 
dixes 1, 2, 3, and 4. Appendix 1 gives the explanatory text and 
summary sheets showing allocations of mileage by States, and the 
classification of the cost of reproduction new and cost of reproduction 
less depreciation, above set forth, in conformity with the classification 
of expenditures for investment in carrier property prescribed by us. 
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Appendix 2 shows in detail the history and organization of the 
present and predecessor corporation, moneys received by reason of 
issues of stocks and other securities, the net and gross earnings, the 
development of fixed physical property, investment in carrier prop- 
erty, the cost of lands and rights-of-way, the general balance sheet 
statement, and other pertinent information. 

Appendix 3 is a statement of the method for determining working 
capital. 

Appendix 4 is a statement of the methods employed and the reasons 
for the differences between the various cost values reported. 

The details respecting the figures here reported are on file in the 
Bureau of Valuation of the Commission, open to public inspection, 
and subject to the direction of Congress. These reports are referred 
to for greater particularity as to the matters herein stated. 


By the Commission, division 2. 


ID 6h Ee me A A a 
W. P. Barren, 
Secretary. 


APPENDIX 1 
MILEAGE 


The mileage of the carrier is classified in the following table: 


| 


Trunk lines 


Classification 








Loops and 
Line miles | parallel All lines 
lines | 
Owned and used: | 
asc t csi t lr Leer . . de be | 1. 451 | 2.121 | 4. 841 
> ee ee ie a te ROVE SeaP | 293. 655 | 312.701 | 616. 464 
In Oklahoma...............-.......... beh il 100. 313 | 100. 874 | 204. 830 


enn Ge DUOGS Ec, ie oS. Aa iLL. ds Pani Get - 415. 696 | 826, 135 





PHYSICAL CHARACTERISTICS OF PROPERTY 


Line pipe.—Pipe in the two parallel trunk lines is practically all new 10-inch 
lap-weld, steel, plain-end, beveled for welding. The joints are 20 and 40 feet 
in length and are acetylene welded. Both parallel lines were laid during the 
year 1930. 

Pipe-line construction.—The dimension of pipe trenches is 24 inches wide by 
30 inches deep. The material excavated in trenches was mostly common ma- 
terial, although considerable rock was encountered. Protective coating on 
pipe consists generally of asphalt primer and oxidized asphalt paint wrapped 
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with Johns-Manville straight-way felt. The right-of-way is cleared through 
timber to an average width of 30 feet. 

Buildings.—There are nine booster stations on the carrier’s route at Pryor 
and Afton, Okla., Racine, Stotts City, Springfield, Lebanon, Dixon, Owensville, 
and Wentzville, Mo., located approximately 40 miles apart. With the exception 
of Wentzville, each station lay-out consists, in general, of a pump house, mani- 
fold building, warehouse, boilerhouse, oil house, water-well house, portable 
pumping unit shed, cottages, and garages, all of the same size and design. 
Wentzville station lay-out consists of a pump house, marine building, water-well 
house, foamite building, cottages, and garages. The main structures are corru- 
gated asbestos on steel frame. Cottages and garages are frame with asbestos 
shingle or asphalt shingle roofs. 

Pumping equipment.—There are three main pumping units at each station 
except Wentzville. Springfield, Lebanon, Dixon, and Owensville stations are 
equipped with McIntosh-Seymour, Diesel, 500-horsepower, vertical, 4-cylinder en- 
gines, driving Prescott oil-line plunger pumps, while Pryor, Afton, Racine, and 
Stotts City stations are equipped with Worthington, Diesel, 480-horsepower, 
vertical, 4-cylinder engines, driving Worthington or Prescott plunger pumps. 
Wentzville station has six main pumping units consisting of 250-horsepower Gen- 
eral Electric motors driving Gould or Byron Jackson centrifugal pumps. Other 
equipment located at each station consists of water-pump, suction-pump, sump- 
pump and boiler-feed units. These, in general, consist of Worthington, Viking, or 
Dean centrifugal or piston pumps driven by electric motors. The carrier also 
has 14 portable pumping units consisting of Buda or Murphy Diesel engines driv- 
ing Bingham or Gaso centrifuga! pumps, used over the entire system to supple- 
ment the main pumping units during repairs and overhauls. 

Oil tanks.—At each station there are located from one to three 30,000-barrel, 
78 feet in diameter by 35 feet in height, riveted-steel working tanks, having 
floating roofs, stairways, and usual appurtenances. Each tank is surrounded 
by earth embankment for fire protection. 

Communication systems.—The carrier operates telephone and telegraph lines 
located, in general, along highways, railroad rights-of-way, or pipe-line routes. 
In most instances the carrier’s wires are strung on pole-pin space leased from 
The Western Union Telegraph Company, various railroad companies, or the 
Shell Pipe Line Corporation. The owned poles are mostly 25-foot creosote 
treated pine, averaging 32 per mile. Cross arms are fir with six steel pins, 
Aerial wire is all No. 8 bare copper. There is a small amount of submarine 
cable. Equipment is located in the Tulsa and Springfield offices and at all of 
the pumping stations. 


ENGINEERING AND GENERAL EXPENDITURES 


Engineering has been estimated at 1 percent of accounts 153 to 166, inclusive, 
but excluding allowance for general expenditures and interest. 

General expenditures have been estimated at 144 percent on accounts 153 to 
166, inclusive, and on allowance for engineering, but excluding allowance for 
interest. 

Interest during construction has been estimated at the rate of 6 percent per 
annum for the construction period on accounts 153 to 166, inclusive, and on 
allowance for engineering and general expenditures. It is estimated that a 
period of 6 months would be required to construct and place in operation the 
entire property owned by the carrier. 


98505 O—37T—pt. 1, vol. 1 40 
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SUMMARIES 
All sections, owned and used for common-carrier purposes 





Cost of re- | Cost of reproe- 














Account Classes production | duction less 
new depreciation 

TRUNK LINES 
153 | Line pipe_ a its Silken: sceeeneeioeraiein hi SEE $8, 221, 216 $5, 315, 296 
154 | Line-pipe fittings Asan ; “ wlean Gnampianacni 144, 451 81, 085 
155 | Pipe-line construction......................-.---.-0-----0«- ise 5, 730, 302 3, 207, 321 
OR OS ee ee eee aval distin aii: te nltinird aidan 1, 296, 464 759, 903 
4 Boilers__ J-soe * scue bull Je a Goebel op oa 12, 899 5, 547 
es Pumping equipment... our 2 a eotmeuethocog a 2, 168, 657 | 1, 150, 432 
180 Machine tools and machinery re 2.957 | 1, 272 
160 | Other station equipment... a ee 911, 196 526, 485 
161 | Oil tanks . 341, 018 195, 833 
162 | Delivery facilities........... ; bébuesmddbedacta bi .dkh Goede da. 26, 790 } 17, 034 
163] Communication systems..........--..-.----------s--<ns-<s--00- , 156, 999 | 107, 800 
164 | Office furniture and equipment... Se cacanaed actdote nae ‘ 26, 5R3 18, 856 
165 | Vehicles and other work equipment_._. buateelt >é6; ae 80, 412 | 53, 540 
166 | Other property and overheads. - blew dcuasalitodminehaieks 1, 117, 175 676, 622 
j gititahindetpis 
eS Be sabi tian oaieoeetaeres so | 20, 237, 119 | 12, 117, 026 


In Illinois, owned and used for common-carrier perpoees 














' 
Cost of re- | Cost of repro- 
Account | Classes | production | duction less 
| new depreciation 
| | | 
TRUNK LINES 
153 | Line pipe. ret MAE L2 Bh $39, 174 | $27, 888 
154 Line-pipe fittings--._--._- ptncsiiek Skies hdidedenacinen <mpctalnies whigenl 7, 200 4, 608 
155 | Pipe-line construction____- : 140, 708 | 90, 053 
156 | Buildings. dd ie bind pide Seles ba tbh Ghid = bl 5, 575 } 4, 310 
160 | Other station equipment... iintiaieiihiaeiiicl ; ie a 1, 381 961 
161 | Oi) tanks- , 6, 967 | 5, 156 
162 | Delivery facilities..........-..--- junc ctylephest etachetialbe od “> 26, 790 17, 034 
163 | Communication systems. : ; 2, 059 1, 355 
164 | Office furniture and equipment. _.._................--.--..---..-- } 340 | 227 
165 | Vehicles and other work equipment_. 1, 061 1, 061 
166 | Other property and overheads. - ‘ | 16, 596 | 10, 849 
Wp ncococmne = ‘ . ke a ‘ 247, 851 | 163, 502 
| i 
In Missouri, owned and used for common-carrier purposes 
Cost of re- Cost of repro- 
Account Classes production | duction less 
new | depreciation 
TRUNK LINES 
153 | Line pipe................- ale | $6,019,281 | $3, 900, 616 
154 | Line-pipe fittings : | 98, 949 | 55, 411 
155 | Pine ane cometruetian..........cncqncenoccacecece-nee eile 4, 299, 064 2, 407, 476 
156 | Buildings........_.. than abebaeaween : al GR a 980, 316 574, 361 
157 | Boilers \eiiinimeaie ‘ 9, 647 4,148 
158 | Pumping equipment = — pinta ab-attiy adeiacd eens } 1, 574, 753 | 848, 080 
#69 | Machine tools and machinery erat ; oan 2, 957 | 1, 272 
160 | Other station equipment LB. Ped kLde Ws oka ded abuabldeb den lel 675, 296 | 385, 075 
161 ee ee det dn sii nttaletinn aii jini coil 211, 969 123, 532 
163 | Communication systems. oe ; 117, 805 | 82, 853 
164 | Office furniture and equipment. ; | 14, 960 | 11,179 
165 | Vehicles and other work equipment 75, 602 | 50, 417 


———— — ———————— 


Tome eb! oes Ie bose veg srosd 4b worn Ui | 14,877, 240 | 8, 922, 257 


“| Other property and overheads J ; 796, 551 | 477, 837 
| \ 











Gree orkrorovwow 
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In Oklahoma, owned and used for common-carrier purposes 

















{ | 


Cost of re- | Cost of repro- 














Account Classes production | duction less 
new | depreciation 
a — —— — | — _——— 
TRUNE LINES | 

153 Line pipe. wan anenaaenennannenee eacedcerenedgepeetoceutonaheen | $2, 162, 761 $1, 386, 792 
154 | Line-pipe fittings. _..................... ere eae aaseagd 38, 302 | 21, 066 

155 | Pipe-line construction___-_-----.--- ae ie a 1, 290, 530 | 709, 792 

156 | Buildings___ enetbatch eckdiadt Beli Sssetebd. ik « id 310, 573 | 181, 232 

157 | Boilers..__. rere oostnenene ne} 3,252 | 1, 399 

158 | Pumping equipment SE es aa | 593, 904 | 302, 352 

160 Other station equipment cus oomenede 234, 519 140, 449 

161 } Oi) tanks luisa 7 nodducedatl 122, 082 | 67, 145 

163 | Communication systems ‘i 37, 045 | 23, 592 

164 | Office furniture and equipment al 11, 283 | 7, 450 

165 { Vehicles and other work equipment - 3, 749 } 2, 062 

166 | Other property and overheads_......... buf). . dst. adl.sdad 304, 028 187, 936 
seen ihc snct arasen nth cenpsecinvcinas iets asinine nah aimeiaascilageraoin aricinl \ 5, 112, 028 3, 031, 267 

anaes us Shidmnctehiabbaninctdadh-ttthGebasidine 


APPENDIX 2 
INTRODUCTORY 


The carrier is a corporation of the State of Delaware, having its corporate 
office at Wilmington, Del., and its general office at Cleveland, Ohio. The records 
do not indicate that it owns or controls any other common-carrier corporation 
and indicate that it is itself controlled jointly by the Standard Oil Company 
(N. J.), Standard Oil Company (Ohio), and the Pure Oil Company, through 
ownership of the capital stock by these companies or their subsidiaries. 

Since August 31, 1936, the carrier has owned and operated the property which 
formerly was owned and operated by the Ajax Pipe Line Company and which 
was valued pursuant to the requirements of section 19a of the Interstate Com- 
meree Act, as of December 31, 1984. Its valuation was reported in Ajagw Pipe 
Line Co., 48 Val. Rep. 153, herein referred to as the 1934 valuation report. 

The property of the carrier was operated by its own organization throughout 
the period September 1, 1936, to December 31, 1947. 


CORPORATE HISTORY 


The carrier was incorporated March 7, 1931, under the general laws of Dela- 
ware, as Ajax Corporation. The name was changed to Ajax Pipe Line Corpora- 
tion on August 27, 1936, and the nature of its business was changed to include 
the operation of pipe lines. The records do not indicate the nature of the busi- 
ness prior to that time but subsequently it was principally the operation of 
pipe lines. 

The carrier entered the transportation business as of September 1, 1936, when 
it acquired the assets and assumed the liabilities of the Ajax Pipe Line Com- 
pany, which was dissolved, and of which it was the sole stockholder. The 
Ajax Pipe Line Company is referred to herein as a predecessor. 


DEVELOPMENT OF FIXED PHYSICAL PROPERTY 


The pipe-line property of the carrier at December 31, 1947, all wholly owned and 
used, consisted of 826.135 miles of trunk lines, acquired partly from a predecessor 
and partly by construction. 
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The years in which the various portions of the line were constructed and the 
manner in which the carrier acquired the property are indicated in the following 


table. 
Trunk lines: 


Acquired from Ajax Pipe Line Company Sept. 1, 1936: 


Constructed by that company 
In Tiole—. ects os Soc ceen. 

Loops and parallels, 1930 

Miscellaneous, 1930 


In Missouri— 


Illinois State line to Oklahoma State line, 


ee ar stile tibetan 
Loops and parallels, 1930__-_--- 
1935_ 
Miscellaneous, 1930_- 


1935 


In Oklahoma 


Wood River, Ill., to Missouri State line, 1930- 


Missouri State line to Glenpool, Okla., 1930 


Loops and parallels, 1930 
Miscellaneous, 1930 


Total acquired from predecessor 
Acquired by construction— 
In Illinois— b 
Wood River, Ill., to Missouri State line, 
1943 


Miscellaneous, 1938-47 
iil. DEMON iin nc mwawde deen PLSEEL 
Illinois State line to Oklahoma State line, 
1941_ 
1943-46 ee ee 
Loops and parallels, 1936-37__ - 
IE Ri te 

1942 

1944 

Miscellaneous, 1938-46 


In Oklahoma—__-. , 
Missouri State line to Glenpool, Okla.: 


1940 i at . 
1942-44. ______. ; 
Loops and parallels, 1940___._.__- 


1942—44 
Miscellaneous, 1938—45__ 


0 


6. 


. 394 
. 059 
. 728 


510 
. 079 
090 
. 510 
248 
. 095 
359 


ry "7 
297 


. 003 


3. 297 


. 564 
. 486 


Total acquired by construction. 


Total acquired 


Miles 
UROL ¥ Bt 3. 329 
1. 394 
1. 394 
541 





595. 646 


291. 959 
291. 951 
1. O89 
10. 640 
. 007 


Ae Se a 202. 011 
99. 385 
99. 385 
3. 241 


800. 986 


2. 181 


42. 891 


13. 647 


58. 719 


859. 705 








sy 
P74 


16 


86 
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Less retired by the carrier: Miles 
J” LS ee SA Se ee kee ee eS ae 0. 669 
Wood River to Missouri State line__--_- 0. 337 
Loops and parallels______.___- waristion . 332 
De OGRE ne eerie ein eee ecaphage 22. 073 
Illinois State line to Oklahoma State 
ttt ak a 9. 893 
EUS BG PRNO 6 soi sc ccciewcwwews 10. 282 
NN Ba es 1. 898 
18 Orlaiietee: | 3 2 so. OE Ese eae Sedona 10. 828 
Missouri State line to Glenpool, Okla. -- 5. 372 
Loops and parallels__......_.-_--- ia 5. 372 
Miscellaneous. ____.____-_- wt ara ie tai . 084 
i 33. 570 
Crane Rebbe Ol BiG isis: criendacis td thee «ncn canke 826. 135 


HISTORY OF CORPORATE FINANCING 


Syndicating, banking, and other financial arrangements.—The records of the 
carrier do not indicate any syndicating arrangements. 

Capital stock.—The authorized and outstanding capital stock of the carrier 
was issued March 7, 1931. It is without par value and is in two classes, manage- 
ment and common, The management stock holds the voting rights for all pur- 
poses, and consists of 300 shares with a book value of $3,000. The common con- 
sists of 10,000 shares with a book value of $20,000. 

First-preferred stock consisting of 320,000 shares without par value was author- 
ized, of which 145,212 shares were issued March 7, 1931. As of September 1, 
1936, 137,951 shares of this stock with a book value of $13,795,100 were actually 
outstanding and 7,261 shares, with a book value of $726,100, had been reacquired 
and were held in the treasury. During the period September 1, 1936, to December 
31, 1945, the 137,951 shares were reacquired for $14,484,855 in cash, or at a pre- 
mium of $689,755, and the entire issue was canceled. The premium was charged 
surplus account Miscellaneous debits 

Second-preferred stock consisting of 125,000 shares without par value was au- 
thorized in 19387. During the years 1937-1939, inclusive, 61,429 shares of this 
stock were issued for $6,450,045 in cash, which in 1941 were reacquired for a like 
consideration and in 1945 the entire issue was canceled. 

Funded debt.—As of December 31, 1947, the carrier had outstanding a balance 
of $1,350,000 in 1% percent notes and had retired for cash at par $3,150,000 from 
a total of $4,500,000 in such notes issued September 1, 1941, for cash at par and 
payable at $450,000 per year to September 1, 1951. 


RESULTS OF CORPORATE OPERATIONS 
The results of corporate operations as shown in the income and surplus accounts 


of the carrier are given below. 


Income statement.—A summary of the income accounts for the year ended 
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December 31, 1947, and for the period September 1, 1936, to December 31, 1947, 
follows: 


| | 
Year Period 
ieieniatien Schlitt ispeaianesenenischippinetigpacbeasiaieti | sincnciaiapaiit 
Operating income: | 
Operating revenues | $3, 525, 915 $36, 369, 790 
Operating expenses ; 2, 083, 079 | 15, 281, 042 
Net revenue from operations. . - _. ‘ 1, 442, 836 | 21, 088, 748 
Pipe-line taxes: | 
Income and excess-profits taxes ; 465, 100 5, 484, 970 
Other taxes } 278, 410 | 2, 911, 306 
Snape = nam 
Total pipe-line taxes 743, 510 | 8, 396, 276 
Total operating income d | 699, 326 | 12, 692, 472 
Other income 
Dividend income outs oe | 1, 588, 603 
Interest income 13, 347 | 84, 637 
Miscellaneous ineome 2, 235 ), 057 
Total other income 15, 582. 1, 682, 297 
Total income... ‘ — 714, 908 14, 374, 769 
| = = = 
Miscellaneous deductions from total income 
Miscellaneous taxes 3 RAG | 6, 826 
Miscellaneous income charges ‘ i ‘ | , OTE { 
Total miscellaneous deductions ia 19, 160 
Income available for fixed charges ‘ 707, 77¢ 14, 355, 6090 
4 
Fixed charges } 
Interest ng-term debt 28, 148 32 0 
Interest on unfunded debt { 1, 795 | 40, 033 
otal fixed charges 29, 943 | 360, 353 
Income after fixed charg« 677, 833 13, 995, 256 
Disposition of net income 
Dividend appropriations of income 9, 120 
rotal appropriations of income 5 
Income balance. - - wit . f 8 4, 874, 941 


An examination shows that an incomre item of $9,861, recorded in surplus 
accounts as a delayed income charge applicable to income taxes, would be in- 
cludible in the income statement for the period. If the income accounts of 
the carrier were adjusted to this extent, the credit balance transferable to surplus 
would be decreased by $9,861, or to $4,865,080. 


For the period September 1, 1986, to December 31, 1947, the aggregate operating 


— 
expenses have been 42.02 percent of the operating revenues, and for the period 
5 years ended December 31, 1947, 47.06 percent. 
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The ratios and pipe-line operating income for the years ended on December 
81, 1943 to 1947, inclusive, are given in the following table: 














Period | Ratio Income 
fa, , | 
Year 1943..-----.- erenennns 37.59] $1, 451, 762 
Year 1944 49.81 | 924, 165 
Year 1045. ...- ose nal 55.05 } 609, 277 
Year 1946 52. 26 854, 531 
699, 326 


Year 1947 . — 59. 08 


i 


oo 


Surplus statement.—A summary of the surplus accounts showing changes as 
reported during the period September 1, 1936, to December 31, 1947, follows: 


Credit accounts: 


Barned eurpius,. Atis. Ble 1908. cae newwdbun es aeRi- <b <pweaee $12, 873, 223 

IRONS DAIRNOR 6 nt COs ea ine as CES-0G8 cd haere ot 4, 874, 941 

Crodite. from, setinnd propery... 660 444 - dan de de coeeene ons 257, 655 

ee i ee. a ; 66, 792 
Profit from sale of U. S. Government bonds... $30, 448 


Credit offsetting charge to investment in carrier 
property account to cover costs of property 
borne by U. 8S. Government under Grand 
River Dam Authority bans Sif lets 36, 344 

Other items 

Credit with offsetting charge in investment in carrier 
property account, being part of the difference between 
the recorded cost to this company and the recorded cost 
to the Ajax Pipe Line Company for property acquired 
from that company, which credit should have been 
entered in investment in carrier property account, primary 


account 193 Acquisition adjustment__..............-- 2, 756, 296 
Td a a eae i a a 20, 828, 907 


Debit accounts: 


Delayed income charges_ - ri TN BS fseile ; 9, 861 
Applicable to income taxes. 
SNS IE CU Sd i ih ast Sc as Seas < 4c 8, 629, 072 
Premium paid in reacquiring preferred capital 
stock . — o« . $689, 755 
Loss on sale of Standard Oil Company (Ohio) 
WOGE. ctgrnsetceruanisinnnanan seca hit 7, 915, 219 
Portion of electric power deposit not refunded_- 19, 001 


Minor items, net ‘ al a eae 5, 097 
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Debit accounts—Continued 


Miscellaneous reservations of surplus__..._......_._.--_--- $1, 518, 383 
Excess earnings restricted by consent decree under Elkins 
Act suit. 
Dividend appropriations of surplus---..-.....-...--- ---- 5,300, 859 
i ee ee ee ee ee eee 15, 458, 175 
ee Cease, 0900.28, INET ecw seuweeseversiiueuseuse 5, 370, 732 


If the earned surplus were adjusted to exclude the Other items referred to in 
the foregoing, the unappropriated surplus account as of December 31, 1947, 
would be decreased by $2,756,296 to $2,614,436. 

Dividends.—The carrier has declared dividends aggregating $14,421,174 during 
the period September 1, 1936, to December 31, 1947, of which $9,120,315 has 
been charged to income and $5,300,859 to surplus. These amounts are applicable, 
$2,700 to no-par management stock, $10,093,400 to no-par common stock, and 
$2,795,898 to first and $1,529,176 to second no-par preferred stocks. All divi- 
dends declared are payable in cash. The dividends declared have been at the 
amounts per share per annum as shown below: 











| | 
: Manage- | First | Second 
Period | ment | Common | preferred | preferred 
' 
Year 1936 (4 months)...........--- | $1 $300. 00 | DF a ci ssc 
To itticics vccennenertonsie Lica cmehinncmaanerel 1 220. 00 9:00 4:5... 
EE inks, cine cepa tebdnsdecandnennen udiceaiiil 1 | 90. 34 | 7.00 | $7.00 
ib ane winaiesee~dpathancess pipeeieaies 7.00 | iene 
Year 1940 heb obkdicd. Mbde dale cdied -|. dbs % | 7.00 | 
EE EES Kind cab Raenees . . 5.25 19. 25 
Year 1942 1 | 70.00 | es s 
Ne tas cat ediaeidennirnenianiectcahntae Dednieatnee 1 WOO on hive, 
Year 1944............... — . 1 | 65.00 |... 
RO, ois ccninG ies os dhids- Lablididchin~ chiscucba i 1} OA.OO SL. ccsic asl 
OE SR iitns cultnttesiiniteee teas oa 1 70. 00 | 
Weer €90)........-2-dfoatite. sts eevee 1 | 70.00 | 





During the period September 1, 1936, to December 31, 1947, average annual 
dividends of $89.06 per share have been declared on the 10,000 common no-par 
value shares outstanding during that time. 


INVESTMENT IN CARRIER PROPERTY 


‘The investment of the carrier in carrier property, including land and rights- 
of-way, as of December 31, 1947, is stated in its books as $14,314,806, of which 
the following is a general analysis: 

For property acquired from: 
Ajax Pipe Line Company, balance of investment in carrier 
property account of that company as of date of sale, entered 
in this account. --_--.--- Spee es wi ; ; $13, 300, 234 
For completed construction_ - - ...---. $13, 260, 774 
For construction work in progress - - - - - ; 39, 460 


Considerations: 
Investment in capital stock - $20, 000 
(Stock retired) 
Investment in note... ___-- 11, 631, 000 
(Note canceled) 
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For property acquired from—Continued 


Considerations—Continued 
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Current and other liabilities 
assumed $1. 267, 781 
Les: 
Asse taken er 
t £ ati ) sup- 
ply 568. 147 
Stocks, bonds, and 
2, 096, 735 
Curre and ther 
assets be 145, 634 
Liabi t Ajax 
Pir r (Corr 
; _ 
na ' 
oks of carrier, 
canceled 2, 677, 850 
otal ynsid- 

Differ es } ver ynsideration and amount 
included investment in carrier property 
count. with offsetting credits entered in: 
account, with offsetting credits entere n: 

Depreciation reserve 


I arned surpius 


Investment account total 


For construction, improvements and replacements: 


Recorded money outlay 
Charge to investment with offsetting 
surplus account, Miscellaneous credi 


ing costs of additional pipe-line 


credit to 
ts, cover- 


property, 


borne by [ S. Government under Grand 
River Dam Authority 
To ul 
Less: Separately recorded retirer t 
Net total 
Add: Construction work in progress, recorded 


money outlay - 
Total 


Total recorded as of Dec. 31, 1947 
The carrier has charged to its investm 
sequent to December 31 


the cost of two items « 


e 
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$12, 918 781 


. 


), 288, 366 


6, 630, 415 
3, 913, 523 


, 296, 296 


13, 300, 234 


36, 344 


208, 205 
1, 195, 153 


9 


“ 


1, 013, 052 
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$1, 014, 572 


14, 314, 806 


nt in carrier property account, sub- 
1947, $530 representing reinstatement on the books of 
f property erroneously retired prior to December 31, 1947, 








December 31, 


1947 


4 dicated e f 
mer n carrie I 
the A I Line Compa 
of at comps f tl 
vhi Li D i 
the 13 . . m ¢ 
ut i i ed a ; 
ts earned ‘ 
tlo ré 
its earned sur : ! 
193—-Acqu n . 
the in ‘ 
as i eX f 


. 6 
xr¢ t 
. f ; 
The 
Cal le! 
United 
OUuTIaY 
States 


Account 





159 
1Af 


16) 


if a INnciucaded Iii i 

e mber 31, 1947, 

original eoest of pr 

[ “ f } 

STATES (401 ry’ rf 

DY l pl 

il i primary ae 
3 ste ( 

Pipe ameael 

Bnil 1g 

Pumping equipment 

Machine tools and mach 


ther station equ 


Ol tanks 


Deal - facilities 

mmunicati system 

flic rniture and equ 

. amy other * re 
eT propert 

Total ¢ usive of 


. 
r 

out 

‘ ' 

' 

} } 


inf 
n 


(it 
yy 

+ te 
t 

\ 

ifivill> 

se § 


J 
0 
+ 4 








" wned a 
4 4 As At 
i a 
4 (M) O24 
RA 
¢ 
ised for ommon 
ne rv me 
~ 4 Py T y ‘ 
ad i} } 
} 
' Amount 
‘ 
' 
' 
$5, 5 
4 ft 
} 
, 7 
' 
1, 451, 78 
& 
4 
4 
5, U4 4 
* 








av 














616 CONSENT DECREE PROGRAM—DEPARTMENT OF JUSTICE 
OPERATING OIL SUPPLY 


The investment of the carrier in operating oil supply, as of December 31, 1947, 
is stated on its books as $560,501, 


MISCELLANBOUS PHYSICAL PROPERTY 


The reported original cost of the miscellaneous physical property owned by) 
the carrier, as of December 31, 1947, is $1,480. The property consists of 19.7 
acres of land located in Oklahoma. 


INVESTMENTS IN OTHER COMPANIES 


The investment of the carrier in other companies, as of December 31, 1947, 
is reported as $1,005,000 par value and $1,009,967 book value. These amounts 
represent the net of other investments acquired, aggregating $10,612,449 pai 
value and $21,909,616 book value, of which $9,607,499 par value and $20,899,649 
book value were reported disposed of for cash considerations aggregating 
$13,008 542, or at a net loss of $7,891,107, of which $7,884,771 has been identified 
in surplus accounts as $7,915,219 loss in Miscellaneous debits and $30,448 profit 
in Miscellaneous credits 

A statement of the recorded investments in other companies as of December 


31, 1947, with their respective par and book values, follows: 


Par value Book value 
United Stat savings bond $5. 000 5.000 
United States treasury bills 000, 000 1. O04. OF 
Tota ee 1. OOS, 00 1. 009, 967 


The carrier also reports as investments in other companies, as of December 
31, 1947, special cash deposit balances aggregating $376,207, representing funds 
the use of which is restricted by a consent decree entered in a suit under the 
Elkins Act. 


AIDS, GIFTS, GRANTS, AND DONATIONS 


The carrier does not report that any aids, gifts, grants, or donations were 
received by it to December 31, 1947 

However, an examination shows that the carrier recorded by credit to earned 
surplus account Miscellaneous credits, and reported as part of the cost of its 
carrier property located in the State of Oklahoma, $36,344 in costs which were 
borne by the United States Government under the Grand River Dam Authority 
in the year 1940 

MATERIAL AND SUPPLIES 


The investment of the carrier in material and supplies, as of December 31, 
1947, is stated on its books as $401,423 


LEASED PIPE-LINE PROPFRTY 


The carrier does not report any pipe-line property owned by others leased by 
it, nor does it report any pipe-line property owned by it leased to others. 
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GENERAL BALANCE SHEET STATEMENT 


The general balance sheet statement of the carrier as of December 31, 1947, 


follows: 


ASSET 
Investment 
Investment in carrier property $14, 314, 806 
Operating oil supply 560, 501 


Miscellaneous physical property 1, 480 
Other investments 
Bonds 5. 000 
Not 1, 004, 967 


Advances specia cash de posit 376, 207 


Lota 16, 262, 961 


Cas! 933, 418 
Revenue receivable 675, 472 


Acco ints rece ivable i $11 
Material and supplies 101, 423 
Interest and dividends receivable 2, 958 


otal 1, 614, 682 


Deferred debits 


Working-fund advances 812 

Rents and insurance premiums paid in advance: 839 

Other deferred debits 570 
>» 9 

Tota 2, 221 


Grand total 17, 879, 864 


[A BILITIE 


Stock capital Loc} 23, 000 


ZL 


Long-term debt, funded debt unmatured 1, 350, 000 


liabilities 

Joint revenue payablk 32, 730 
Wages payable 31, 582 
Accounts payabk 103, 930 
Unmatured interest accrued 2, 109 


Taxes accrued 507, 784 


Total : epee ws . aS 678, 135 
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Sury 
\ i lea ry LS, 383 
Ka ¢ I » 370. 732 

SSO 

(sTand total 17, 879, S64 

> . . ¥ ‘ 

Predecessor Company 

AyAx Pr LINE COMPANY—PREDECESSOR OF THE CARRIE 
rROD rt Y 
‘he Ajax Pipe Line Company was incorporated under the genera vs of the 

of Delaware on March 20, 1030 Its owned and used cor ie 
vas value pursua to the requirement of section 19a of the Interstate 


Commerce A s of December 31, 1934, and is reported in Ajaw Pipe Line ( 


IX Va kt ] ; herein referred to as the 1934 valuation report 
Throug! whersl ip Ta t the outstanding tal stock the Ajax P I 
( pal nt ed by the Standa Oil Company of New Jerse l 
1931 eaiter unt tS liquidat is of September 1 1936, by the 


\ugust 27, 1936. On the other hand, the records do not ind 
The property of the Ajax Pipe Line Company was operated | : li y 


Phe pipe Line ned and operated by the Ajax Pipe Line Company, as of date 


f merge midnight August 31, 1936, amounted to SOb.25 miles and consisted 


two parallel 10-inch trunk lines Oklahoma, Missouri, and Illinois, operated 
is a Cc é g line transporting crude oil. received from the Oklahoma Pipe 
Line Con De vat Gl pur () nd delivered to the Illinois Pipe Line ¢ my} 


PMEN F FIXED PHYSICAL PROPERTY 


The entire 801.25 miles of pipe line owned by the Ajax Pipe Line Conipany, as 
of date of merg« had been acquired by construction The 1934 valuation repe 


covered 800.159 miles, the difference consisting of 1.096 miles added and 0.008 


mile retired in 1935 
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HISTORY OF COBPORATE FINANCING 


sundicating, banking, and oth financial arrangements,—The records of the 
,jax Pipe Line Company do not indicate any syndicating arrangements 


Capital sto¢ rl thor eh tl Ajax Pipe Line Compan) 


msisted of 2,001 } Ss, no-! valu issified a ommon, issued for $20,000 
fash and all vy ‘ 

got ( iliat ompan r x Pipe Line Company had 

urred ne i t ter inpanies aggregating $26,909,664, all of 

h represents cash ady ! m tl panies: Standard 


il Company of New Jersey $13,200,404, the Carter Oil Company $496,894, the 


! ( ( I vy S41 f th \ | . ) I n $13.171.000 (vw 
n gh ei 654 w tT) " h eash eaving $11.681.000 
\Jax Pipe Line ¢ ration as of August 31, 1936, classified as notes 
I OF CORI RA ( R I 


I f r per for the period January 1, 1935, to August 
hown in t! me and is accounts of 1 Ajax Pipe Line 


I tatement.—-A summary of the income accounts follows. 


Coersting revenw $9, 413, 629 


Operating expense: : 1, 940, 464 

Net revenue from operations 5 ; 7, 473, 165 

I ind profits taxe 888, 704 

560. 146 

Tota e-line tax 1, 448, 850 

315 

Other income: 

Dividend income : mid nce a 2 628 

Interest income , es oo 87, 771 

Miscellaneous income : aie : 880 

Total other income atl : sa hiiaes ial ~ maha a 89, 279 

Total incon L : 6, 113, 594 
Miscellaneous deductions from total inco 


Miscellans iS tax EE e aitiialiiet dat ‘ 65 
Mises llaneous income charges . sa6me anes 2 50 
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Fixed charges: 





RE Ol IEE TIE 6 ifs ind ccc ncencncdnnneceeseeanx $1, 216, 650 

RR EE OL eae hag 26, 356 

ee ee ee a ee eee PA OU eccees 1, 243, 006 

ew kaka steeee eee ues be ge PRN eet Aas 4, , 870, 473 
Disposition of net income: 

Dividend appropriations of income___-.._...........-.------ 2, 788, 152 

Income balance _-_-_-- --- b 2 tL a OJ es Ge . 2,082, 321 


An examination shows income items of $8,400 applicable to U. S. capital 
stock taxes and $7,551 applicable to U. S. income taxes, aggregating $15,951, 
included in surplus accounts as Delayed income credits, and income items of 
$110,808 applicable to Missouri State income taxes and $182,754 applicabie to 
Oklahoma State income taxes, aggregating $293,562, included in surplus accounts 
as Delayed income debits, would be includible in the income statement for the 
period. If the income accounts were adjusted to this extent, the credit balance 
transferable to surplus would be decreased by $277,611, or to $1,804,710. 

Surplus statement.—A summary of the surplus accounts follows: 

Credit accounts: 


Earned surplus, Dec. 31, 1934 s $1, 012, 817 
Income balance. - - ----------- ‘ bi peta abhi cat 2, 082, 321 
Delayed income credits__--- ----- ee ee ee eaitisiecte 15, 951 
United States capital stock tax._.........._._- * 400 
United States income tax__--- ‘ (nen s ee 7, 551 
Miscellaneous credits____-.- _-- ave wate i elles. ie 5, 200 


Profit on sale of United States heniie. 
TE oo cient 5G a a atts aaa tele: Midas aS eee Bee 3, 116, 289 


Debit accounts: 


i OOO 6 lin bd Ade Csa en wien ae wehbe dhe & 293, 562 
Missouri State income tax_-_-_----- sismike mews PRM SoS 
Oklahoma State income tax_.-_--- x uiletec: dn 182, 754 
OIE iat wart tis kd eae Ok new ke Ren Le 4, 583 
Minor items, net. 
Dividend appropriations of surplus- -- - -- ee ee ee -* 848 
NII a oi ow ded ws nt hich i ew ; . ete tans to ; ee ae. 993 
Unappropriated surplus as of date of merger____._.___.__-_- 2, 756, 296 


Dividends.— Dividends aggregating $2,850,000 were declared by the Ajax Pipe 
Line Company during the period January 1, 1935 to August 31, 1936, of which 
$2,788,152 was charged to income and $61,848 to surplus. 
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INVESTMENT IN CARRIER PROPERTY 


The investment of the Ajax Pipe Line Company in carrier property, including 
land and rights-of-way, on date of merger was stated as $13,300,234, of which 
the following is a general analysis: 

For construction, improvements and replacements, recorded money 

outlay - a eae ’ a ge eae aes a ..-.- $l1d, ¢44, 656 

For construction work in progress, recorded money outlay -------- 39, 460 


13, 787, 116 


Less recorded credits for property retired. _............--------- 488, 379 

Net of the foregoing items_-. : ist a eta pine: ee 298, 737 
Other items not in accordance with the present classification of ac- 
counts, transferable to Miscellaneous physical property account, 
representing land classified as owned but not used for common-car- 

TO POI DONGE . os vs 6 ws wc vende debuts tha ttedudnsale 1, 497 


Total recorded as of date of merger____..........--..---- 13, 300, 234 


If the “Other items’’ set out in the foregoing general analysis were eliminated, 
the balance in the account would be reduced to $13,298,737. 


INVESTMENTS IN OTHER COMPANIES 


The investments of the Ajax Pipe Line Company in other companies as of 
date of merger, all of which were turned over to the Ajax Pipe Line Corporation, 
were stated in the annual reports to this Commission as $2,055,250 par value and 
$2,096,735 book value, all acquired for cash. These amounts represent the net 
of other investments acquired aggregating $4,803,025 par value and $4,944,633 
book value, of which $2,747,775 par value and $2,847,898 book value had been 
disposed of for considerations aggregating $2,858,129. 

A statement of the recorded investments as of date of merger with their 
respective par and book values follows. 








| Par value Book value 
— hia? te I oy TE -_— ovr ' | eT alan ee 
Stocks, Standard Oil Company of New Jersey, 210 shares, common-..-.--| $5, 250 | $14, 291 
Bonds, U.S. Treasury - - ‘ 265, 000 269, 638 
NN £5 cil ccbnn ges adedai ncaa +h dambidibdditine sini: ie cele | 1, 785, 000 | 1, 812, 806 





TRE bk asin eosin os sie oi datat- id aeaanesl 2,066, 260 | 2, 096, 735 


OPERATING OIL SUPPLY 


The investment of the Ajax Pipe Line Company in operating oil supply, as of 
date of merger, was stated on its books as $568,147. 


MISCELLANEOUS PHYSICAL PROPERTY 


The accounts of the Ajax Pipe Line Company did not record as such any invest- 
ment in miscellaneous physical property as of the date of merger. However, 


98505 O—d7T7— pt. 1, vol. 1 41 
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bes 


there was included in the Investment in carrier property account 4{ 
classified as noncarrier. 





MATERIAL AND SUPPLIES 


The investment of the Ajax Pipe Line Company in : : und suppli f 
I J ; pI 


of date of merger, was stated on its books as $81,131 
AIDS, GIFTS. GRANTS. AND DONATION: 


The Ajax Pipe Line Company reported that ] 


no aids, gifts, grants, or donations and none was found record 
Al PENDIX Oo 
ANALYSIS OF METHOD FOR DETERMINING WORKING CAPITAI 


Working capital has been determined in accordance with the principle: 
described in Northampton & B. R. Co., 149 I. C. C. 244, 2638-272, under the 
method applied in Muskegon Ry. & Nav. Co., 45 Val. Rep. 797-812, and other 
valuation cases. The basic data for such information as is contained herein 
have been obtained from the carrier’s annual report to us for the year ended 
December 31, 1947, and from additional! information supplied in response to a 
questionnaire sent to the carrier. 

Material and supplies.—The balance in material and sup 
December 31, 1947, is $401,423. Of that amount, $2,583 represents scrap or obso- 


ount as of 


lete material. Allowing for such portion as is held for additions and better- 
ments to the property and for purposes other than common-carrier operations, 
the working capital in the form of material and supplies is found to be about 
$395,700. 

Cash.—A consideration of operating revenues, operating expenses, and pipe- 
line taxes other than income and excess-profits taxes, for the year ended on 
December 31, 1947, and balances in current operating asset and current operating 
liability accounts, and the account for taxes, exclusive of income and excess- 
profits taxes, accrued and unpaid as of December 31, 1947, indicates that the 
receipt of the cash earned in connection with service performed lagged behind 
the payments to be made on account of performing such service. Therefore, to 
provide for the delayed collections as well as a safe buffer fund of reserve cash 
on hand to take care of variations in the relation between cumulated receipts 
and cumulated payments due to seasonal or casual influences on traffic or ex- 
penses, the invested cash working capital used is found to be about $483,900. 


APPENDIX 4 
STATEMENT OF METHODS 
FOREWORD 


Following the finding of final values for common-carrier pipe-line companies re- 
porting to the Interstate Commerce Commission as of December 31, 1934, in 
accordance with appendix 4, Statement of Methods, Valuation Docket 1203, 
Atlantic Pipe Line Co., 47 Val. Rep. 541, 584, supplement No. 8 to valuation order 
No. 3, second revised issue, was served on the reporting carriers 

The purpose of this order as explained on page 562 of the Atlantic Pipe Line 


Company decision was to keep the Commission informed on all new construction, 
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extensions, retirements, or other changes in the condition, quantity, use, and 
classification of the property. The same order was served on all pipe-line 
companies valued subsequent to December 31, 193 

It became apparent as time went on that the previously found final values were 
far out of date. By the end of 1947 property changes had assumed vast pro- 
portions and price levels had changed so materially from those prevailing as of 
the date of the previously found values that short-cut methods of approximating 
current value levels were considered unreliable. 

The Commission seeing the increasing need for bringing the values forward 
served valuation order No. 28 on all pipe-line companies reporting to it as of 
December 31, 1947. 


GENERAL 


Valuation order No. 28 requires every common carrier engaged in transporta- 
tion by pipe line of oil or oil products subject to the Interstate Commerce Act 
and every receiver or operating trustee of any such carrier whose property had 
been inventoried or valued by the Commission to prepare and file under oath 
with the Commission on specified forms a complete and accurate inventory of 
its property, showing the units and quantities thereof entering into and com- 
prising the property, classified as directed by the Uniform System of Accounts for 
Pipe Lines, prescribed by the Interstate Commerce Commission in accordance 
with section 20 of the Interstate Commerce Act (49 U. 8. C. 20); and to report 
the original cost of such units. Such inventory and report was to be as of the 
date established by the Director of the Bureau of Valuation and this date 
was set as of December 31, 1947. 

Valuation sections.—Order No, 28 requires that the inventory be prepared by 
what are denominated “valuation sections.” A valuation section is a particular 
portion of the line designated by termini or location and treated as one piece 
of property ; that is, all of the pipe, buildings, tanks, pumping equipment, et cetera, 
upon that valuation section are inventoried separately from the balance of the 
property of the carrier 

The reasons for the establishment of a particular valuation section are various: 

(a) Convenience in inventory and in future handling of additions and retire- 
ments 

(b) It is always desirable when possible to compare original cost with cost 
of reproduction. By segregating the property into valuation sections these com- 
parisons can more readily be made. 

(c) The act requires the Commission to report its valuations separately by 
States, and valuation sections are finally summarized according to that require- 
ment. The manner in which and the extent to which property has been al- 
located by States will be referred to later in this discussion 

Substance of the inventory.—The inventory contains only property which is 
used or has potential possibilities of use by the carrier for its purposes as a 
common carrier. In certain instances property held on date of inventory for 
purposes other than those of a common carrier, all of which does not possess 
these potential characteristics, has been inventoried in its entirety and separately 
classified as property used for purposes other than those of a common carrier” 
or “owned but not used” as the facts require. 

Property not in service ——Our uniform system of accounts for pipe lines pre- 
scribes that the Investment in Carrier Property slall include the cost to the 
carrier of physical property used in or held under a definite plan for pipe-line 


Ao rey tees 


peers 
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operations. Our representatives have frequently found that, because of lack 
of traffic or for some other reason certain pumping stations, tanks, pipe lines, 
and other property owned by the company have not been devoted to pipe-line 
operations for a considerable period of time. In such cases and in the absence 
of a definite plan for the return of such property to pipe-line service, we have 
classified these items of property as ‘““Wholly owned but not used—Property out 
of Service.” 





The inventory of this class of property is in the same complete detail as that 
of owned and used property. If this property is returned to common-carrier 
pipe-line service, it will be so reported in accordance with the provisions of 
supplement No. 8 to valuation order No. 3 and will then be included in our 
reports under the proper classification. 

Property used for purposes other than those of a common carrier.—The act 
requires separate reports on property used for common-carrier purposes and 
that used for purposes other than those of a common carrier. Where, for 
example, we have found that the storage capacity of the carrier's oil tanks is 
in excess of the requirements as a common carrier, we have classified this 
excess capacity as property used for purposes other than those of a common 
carrier. 

Property was reported by actual “in place” quantities with descriptive detail 
in terms of the units prescribed in supplement No. 8 to valuation order No. 8, 
second revised issue (49 CFR 156). Property units were developed by using 
the quantities shown in the basic engineering report underlying the final valua- 
tion report and adjusting the units reported therein by the additions to and the 
retirements from these quantities as reported annually in compliance with 
supplement No. 8 to valuation order No. 3, second revised issue (49 CFR 156). 


COOPERATION 


As in the preparation of the basic data for the December 31, 1934 valuations, 
described in detail in appendix 4, Atlantic Pipe Line report, referred to above, 
various committ?es representing the pipe-line industry cooperated to the fullest 
extent possible in this effort to bring forward the valuation of the properties. 


THE ENGINEERING SECTION 


The engineering section deals with the physical property of the carriers 
existing on valuation date except their lands and rights-of-way. It determines 
the kinds and quantities of the various items that compose the property and 
their condition on valuation date, and. prepares estimates of the cost to 
reproduce the property new and less the existing depreciation. The property 
of a pipe-line company usually embraces, in addition to that used for common- 
carrier purposes, other property not so used. All of the property, however, 
except that which is designed for purely noncarrier purposes, is usually included 
in the general inventory. 

The engineering inventory.—An inventory such as is called for by the act may 
be produced in two ways: 

1. The Commission may require the carrier to file an inventory of its property 
and may check that inventory when filed. 

2. It may make the inventory itself, calling upon the carrier for such informa 
tion and assistance as may be needed. 

An examination of the valuation act makes it clear that Congress intended to 
provide for the investigation and marshaling of every fact which can bear upon 
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the value of the property of the carriers and the basis of all that informaticn is 
the inventory or list of the physical property of the carrier. Some representative 
of the Commission must either see the property which is included or must ascer- 
tain such facts as demonstrate the existence of that property to a reasonable 
certainty. 

It was felt that the total expense would be much less if the carriers were called 
upon to prepare in a prescribed uniform manner, an inventory of their property, 
which, when so prepared and submitted to the representatives of the engineering 
section, would be reviewed by such representatives in the light of the carriers’ 
office records and checked in the field by observation of the physical property in 
existence. This method, which was authorized by the Commission, avoids dupli- 
cation of effort and secures an inventory which is vouched for by the Bureau. 

Inasmuch as a basic inventory had previously been secured by the Commis- 
sion’s forces and this inventory perpetuated by means of supplement No. 8 to 
valuation order No. 3, second revised issue, it was only necessary to summarize 
the data previously prepared to obtain a complete up-to-date inventory as of the 


new valuation date, December 31, 1947. —_—— 


Valuation order No. 28 instructed the carriers to prepare the new inventory 
utilizing the data previously submitted to the Commission. Following filing of 
this information on the prescribed forms, the material submitted was reviewed 
on the ground by a representative of the engineering section. 

Form of inventory.—The valuation act requires an inventory in detail of each 
piece of property of the carrier. Since this requirement would be impossible of 
performance if construed narrowly, we have adopted as a practical substitute for 
“each piece of property” units which are current in the purchase and sale of the 
property under consideration, or are commonly used in construction contracts 
and settlements. 

Pipe, for example, is bought, sold, and installed in units of linear feet or 
multiples thereof. Therefore, within reasonable limits, pipe was inventoried 
in units of linear feet with descriptive matter which would permit its classifica- 
tion in accordance with current practice. 

Buildings are reported by individual structures, the different parts of the 
structures being specified. The cost of foundations, platforms, superstructures, 
heating, lighting, and plumbing are each shown separately. 

Oil tanks are shown in detail, sufficient information in regard to thickness of 
plates or total weight of tank, roof details, kind and number of appurtenances 
and fixtures, fire walls, and drains being obtained to develop complete bills of 
material of the units current in purchase and sale of this type of property. 

It is believed that this detail is sufficient to enable one to reach a conclusion 
concerning the character and condition of the property, which might not be 
conveyed by a mere statement of reproduction cost or reproduction less 
depreciation. 

The act requires that the physical property shall, as nearly as practicable, be 
classified in conformity with the classification of carrier-property accounts as 
prescribed by the Commission. The classification provides no specific account 
for the inclusion of charges for engineering, general expenditures, and interest 
during construction. For the sake of clarity, the reproduction estimate of these 
charges has been separately included in accounts 116, 166, and 186, Other 
Property. 

Present topographical conditions are assumed to exist, except as they have 
been altered by the construction of the pipe-line property itself, and it is further 
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assumed that the general condition of the country as to forest, tillage land, 
drainage, et cetera, is that of valuation date. 

The estimate of reproduction cost new arrived at in this manner does not 
correspond with the original cost of producing the property as it was in fact 


produced Many pipe-line systems are the product of a process of gradual de- 


velopment, Single line systems have become multipie lines, buildings have been 
enlarged and additional pumping units have been installed. In the estimate of 
reproduction, all this is disregarded and it is assumed that the existing property 
is reproduced by a single continuous impulse 

Depreciation.—As treated by the Commission, depreciation has been defined in 


Telephone and Railroad Depreciation Charges, 177 1. C. ¢ 1, 4: as “the 


loss in service value not restored by current maintenance and incurred in 


connection with the consumption or prospective retirement f property in the 
course of service from causes against which the carrier not protected by 
insurance, which are known to be in current operation, and whose effer an be 
forecast with a reasonabie approach to accuracy 

There are two kinds of depreciation, physical and functi il, both of which 
affect the total service life. Usually the service life is shorter than the physical 
life because of the effect of functional depreciation Che importance of the 


functional depreciation may vary greatly on different lines or at different times 


Physically a piece of property will sometimes deteriorate as rapidly when 
standing idie as when in active service, while in other instances the deterioration 
is very slight unless in use. The real question always is what part of the 


e e 


service life of this piece of property has gone, whether from the mere fact of 


age or from service. 


It sometimes happens that an article may be used for certain purposes as long 
as there is need for its services in the piace of original installation. With the 
passing of this need, the article may be removed from the place of original 
installation and subsequently render a similar service in different location 
Due to decline or exhaustion of traffic, cancellation of leass mitracts or other 


ause, line-pipe equipment and tanks are frequently moved 

Physical life is defined as the period in years between the time of installation 
and the time of retirement due solely to physical deterioration, wear, tear, rot, 
rust, decay 1 the action of the elements. 

Functional depreciation results chiefly from obsolescence, inadequacy, ir 
efficiency, supersession, depletion, and the decline and exhaustion of the traffic 
which the property was designed to transport. Property may be kept in service 
indefinitely if it is desired to make the necessary and perhaps uneconomical 
repairs, but at various stages in the service life cycle of property some economic 


influence usually becomes controlling and necessitates the retirement of the 


property. Hence items of property are retired at various ages regardless of 
physical conditior Functional depreciation has played a very important part 


in the development of modern pipe-line property and its operation. Advances 
in the art bave developed more economical and better suited types of pumping 
equipment, pipe with welded joints has replaced the threaded and coupled pipe, 
and improvements in tank design have brought out new features. The prin 


c 


cipal cause of functional depreciation in pipe-line properties, however, arises 


from the decline or exhaustion of the traffic which the property was designed to 
ransport Th particularly true in gathering-line property The pipe, re 
gardiess of many changes in loeation, will, ordinarily, eventually attain the 


otal physi«¢ fe prescribed or allotted to it. Proration and unit field operation 
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ded efi pon the question of changes in location in fields and upon 
the totai period over which a given location will continue to produce. Repres 
suring, water floodip nd the production from deeper sands, all have a tendency 
to iengthen the econ e life of given fields and thereby increase the life of pipe 
roperty items i given jocation. For trunk lines, while depletion is 
metimes important lequacy, inefficiency, and supersession are the principal 
' rT 

Ordinarily é he p em is to determine the total service life which 
vill reflect botl il physical and functional experience. This may be 
done by 1 é e experience of the ps Where sufficient time has 
al t under investigation have in fact been worn 
out yr Tevirea } rea nus, the period for which they have been in 
be pre} a nh aetermining total service 
pser ‘ rex f value. The opinion of those who are 
jualiifed Dy t ra a i ‘ 0 lorm SUCD Opinion 1S alist of service 
i si! i ‘ i ife must be formed Kach case must be 
nsidered on its owl its and such adjustment made in the service lives as is 

warrantec yt Va able ets 
Krom the foreg z it. will be seen that the effort is to state, with respect to 
each piece of property, the number of service units which that property now 
has for the purpose for which it is being, used. In determining that fact an 
inspection of the property is made and the experience of the past, both as de- 
veloped by the records of the carrier under valuation and from those of other 
iers as weil, is cor ered in the light of present knowledge and conditions. 
By ch piec t property is not necessarily meant each unit, since several units 


of the same class may sometimes De combined and considered as one piece 
[bus the pipe of a given class upon one valuation section might be treated as a 
ingle piece of property) n stating depres iation. 

in applying the above principles it is necessary to determine total service life 
and gemaining future service life. The date of installation or of the beginning 
oi the use is us ly known, and if total service life can also be fixed, remaining 
future service life may be obtained by subtracting the one from the other. 

Service life studi iave been made and guide service lives established for 


the 1jor itenrs of pipe-line property. These guide lives take into consideration 


unctional experience of the various types of property 
Or e majo ty of the carriers, 


Che depreciation of overhead charges will be considered in connection with 


Lhe GISCUSSLON 0 uch charges themselves. 
Prices.—When the engineering inventory is complete it contains an enumera- 
on of the units of ail the property owned or used by the carrier, except land. 
In order to show cost of reproduction it is necessary to apply prices to these 
nuits such prices must cover the entire cost of the unit in place, but the unit 


price applied to the item inventoried does not always include the cost of 
installation 

Ordinarily the cost of a unit divides itself into three parts: 

(a) The cost f. o. b. some point, usually the point of origin, plus eost of mill 


inspection for items such aS pipe, plus state sales or use taxes where the ¥Y are 


assessed against construction materials used within a given Sta 
( rhe cost of transporting, handling storing, et cetera, up to tl tix tis put 
in place, or in some instances taken out of the material yard for the purpose of 


being piaced iD position, 
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(c) The cost of installation proper. 

The Commission has established certain so-called primary accounts into which 
all costs incurred in the construction of a pipe line are tq be thrown. Under 
accounts Nos. 103 and 153, Line pipe, are included the costs of oil line pipe 
iaid in the construction of oil pipe lines, and in accounts Nos. 104 and 154, Pipe 
line fittings, the cost of pipe fittings laid in the construction of oil pipe lines, 
both at points of delivery. The cost of teaming or trucking, labor expended 
in excavating, connecting up pipe lines, installing fittings, and backfilling trenches 
is included in accounts Nos. 105 and 155, Pipe-line construction. It will be seen 
therefore, that the unit cost applied in the inventory is that part of the total 
cost which under the rules of the Commission would be included in that primary 
account, and is sometimes the total cost of the unit in place and sometimes only 
a part of that cost. 

Period unit prices as of December 31, 1947, have been applied. The attempt 
is not to determine the exact price of a particular article on that date, for 
that price may have been abnormally high or low, but rather to ascertain what 
may be termed a norma! price. The prices are based on investigation of prices 
over a period of many years giving appropriate consideration to the usual transi 
tory nature of inflated prices occurring because of labor, material, and food 
shortages during the war or postwar period. The price level used as of Decem- 
ber 31, 1947, in accordance with past practice, is a long term forecast and con- 
templates “tunnelling through” the war and postwar price peaks. er 

The Commission, as part of valuation order No. 26, under section D, requires 
that the carrier report the cost of its equipnrent and machinery, and section EB 
requires a report of prices of materials, construction costs, and rates paid labor 
for the yeas 1929 to 1984, inclusive. Section D covers all of the property of the 
class designated therein as carried in the accounts of the carrier. As a means of 
obtaining additional information, a substantial number of carriers were re- 
quired to furnish information as to prices and costs called for in valuation order 
No. 26, sections D and E, for the years subsequent to 1934, and such data were 
available through the year 1947. 

These data furnished one of the bases of the prices applied. In addition, data 
have been obtained from manufacturers showing the prices at which standard 
‘goods have been sold to pipe-line companies during the same period. Representa- 
tives of the engineering section sometimes personally interview such manu- 
facturers and dealers with a view to aseertaining pertinent facts. 

The ascertainment of the cost of installation presents a more difficult problem, 
but one of the same kind. All labor costs involve elements of uncertainty and 
variability which make the ascertainment of: such costs less easy, but here 
again while the difference nray be greater or less in individual cases, the mass 
of data considered furnishes a valuable guide to costs. 

Costs arrived at in this manner will probably not coincide with the original 
prices paid; some will be higher and some lower than those which obtained 
on original construction. Difference in price levels, the desire of the contractor 
to secure the contract, wet seasons and dry seasons, organization and coordina- 
tion profoundly influence cost. Labor conditions may be entirely different in 
the construction of different properties. All this may affect individual prices, 
but the general price arrived at by the foregoing method can be used with con- 
fidence in reaching a reproduction estimate. 

As already noted, the cost of the material handled is ordinarily at the point 
of purchase. To this must be added the cost of transportation to the point of 
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installation. The commercial freight rate is applied up to some point near the 
line under construction. For truck or wagon haul the charge is varied with 
the conditions of service. 

All of the data above referred to have been considered in conference by our 
representatives and the Working Committee of the American Petroleum Inp- 
stitute. An agreement had previously been reached on the major elements of 
Cost for the years 1929 to 1986, inclusive, and as to period prices as of Decenrber 
81, 1984. This cooperative phase of the work was continued and annwal guide 
jPrivés agreed on for each of the succeeding years 1937 to 1947, intlustve. “Th 
a like manner agreements as to guide period prices-as of December 31, 1947, 
was reached. These prices have been used as a guide in determining the period 
prices which we have applied to the units of property. These unit period prices 
have been applied as of the date of valuation. 

Overhead charges.—When an inventory has been prepared, including every 
item of physical property which enters into the construction of a pipe line, and 
when a proper price has been applied to every item in that inventory covering 
both the expense of acquiring the property and of putting it in place as a part of 
the pipe line, the result does not express the entire cost of the physical pipe 
line itself for the reason that certain expenses connected with the production 
of this property have not been taken into account. 

Before the building of the pipe line or even the preliminary steps looking 
toward its building can be undertaken, a corporation is organized. There must 
be some entity to hire men and disburse money. The creation of this corpora- 
tion entails the procuring of legal services and generally the payment of certain 
fees and other expenses. Engineers must be employed to locate the line, pre- 
pare contracts, supervise the construction, et cetera. There must be a general 
organization with the necessary employees for the purpose of conducting the 
work and making record of the details. Money must be provided for the pay- 
ment of expenses as the work progresses and the interest on this money is in 
addition to the capital invested. It is evident that these items and others of 
a similar character call for the outlay of money, and that they are not represented 
in the inventory which has been prepared and priced. These items are ordinarily 
denominated “overhead charges.” It must be conceded that a pipe line could 
not be built without expenditure for some or all of these items, and that if the 
cost of reproduction is to be indicative of the cest of production at present some 
inclusiOn must be made on this account. "The attempt has been made to bring 
these charges under the same test which has been applied in the development 
of prices, namely, the actual experience of the past. The conclusion reached 
and the reasons for that conclusion will be given under the different items which 
are here classed as overheads. 

Contingencies.—In the building of a pipe line all sorts of unforeseen contingen- 
cies may occur. There will be accidents which could not be forecast. Floods 
may come. Strikes may occur. Many things may happen which will increase 
the cost over what it would have been under perfectly normal and favorable 
conditions. Prices applied, however, have been determined with respect to the 
actual experiences of the past, and this experience includes every item of the 
sort referred to. Accidents, washouts, labor disturbances, and everything of that 
kind has occurred in years gone by and has been paid for by the carrier in the 


production of the property. 





, 
| 
| 
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Engineering.—in determining eost of reproduction it has been the general 
practice in the past to include a gross sum for engineering in the nature of an 
overhead expense. 

To allocate the cost of engineering to particular pieces of property would be 
a refinement not practiced in the past, not called for in the present work, and 
which for lack of supporting data would introduce an element of greater un- 
certainty rather than greater certainty. 

In estimating the cost of new work it is customary to add a pereentage of the 
total cost for engineering. In estimating the cost of reproduction the same 
practice has been followed. 

It is evident that there is no connection and therefore no necessary relation 
between engineering and general expenditures. These accounts shouid iicre- 
fore be omitted in computing engineering. The same is true of land in connegiion 

with which there is little or no engineering proper. 
| Engineering is stated as a percentage upon the property accounts, exclusive of 
\ land and rights-of-way. The bureau engineers working with the Committee of 
the American Petroleum Institute, have made a study of this subject and have 
come to an agreement as to the percentage to be applied to property accounts 
} 





other than land and rights-of-way. The figure agreed upon is 1 percent to be 

used as a guide. Ea 

Our classification of carrier property accounts makes no specific allocation of 
engineering to a particular primary account. In order that our 4 V ALICE r 
engineering may be readily identified and because it is not feasible to allocate 
portions of it to particular property accounts, we have included the entire aliow 
ance under accounts Nos. 116, 166, and 186, Other Property. 

Engineering has been depreciated. It is a labor charge, and ordinarily labor 
depreciates along with the article into the cost of which it enters. 

General expenditures —Interest during construction is considered by itself, 
and all other items of general expenditure such as organization expense, general 
officers and clerks, law, stationery and printing, taxes, and other general ex- 
penditures are thrown into a single item. 

To determine the amount of the percentage to be applied for general expen- 
ditures, resort was had to the same method by which engineering was ascertained 
and as a result our engineers and the Working Committee of the American 
Petroleum Institute came to the conclusion that as a guide a figure of 1% 
percent was proper. 

“““"For the reasons given under our discussion of engineering, we have included 
general expenditures under accounts Nos 116, 166, and 186, Other Property, and 
have ordinarily computed the total charge as 1% percent of accounts Nos. 103 
to 116, inclusive, and accounts Nos. 153 to 166, inclusive, and on engineering, but 


— 


excluding interest. 

General expenditures are depreciated with the accounts used as the basis for 
computing the percentage. As already noted, these expenditures accrue almost 
entirely in connection with the property accounts. While organization, and 
perhaps a part of legal expenses, would not properly depreciate, these are 
ordinarily an inconsequential part of the whole which would depreciate along 
with the items of property in the production of which they are incurred. 

Cost of obtaining money.—The cost of obtaining the money with which to 
finance the construction of a pipe line has been frequently and perhaps usually 
treated as an overhead. After mature consideration, it has been thought best in 
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reporting cost of reproduction new to show nothing on this account as such 
but to include any necessary charge of that character in the interest rate. i 

Six percent is the legal rate of interest in a large section of this country where 
no other rate is specified, and our engineers and the Working Committee have 
eome to an agreement as to the use of 6 percent as a guide. 4 

interest during construction.—A considerable time is required to construct and 
put into operation a major pipe-line system. The expense of building and 
equipping that system must be met as the work proceeds. For the use of the 
money required for this purpose from the time it is obtained by the company up 
to the period when operation begins, interest must be paid; and it is universally 
conceded that this interest is an item of expense in the eonstruction of the 
property which should be included in a reproduction estimate, Such an item 
is provided for by the accounting rules of the Commission. 

We have applied 6 percent and this rate is taken as including all other costs 
in connection with procuring necessary funds for construction. 

Land is not included in the report prepared by the engineering section nor do 
they attempt to show the cost of reproducing the rights-of-way. Interest should 
not, therefore, in this connection be computed on accounts Nos. 101, 151, 102, and 
152. It should be reckoned on all carrier property accounts which we do 
include in our engineering report and on the overheads we have included in 
accounts Nos. 116, 166, and 186, exeept interest during construction. 

The construction period as determined by our engineers does not represent the 
shortest time in which the line could be constructed, but that period within 
which the work might be economically done. The usual delays which occur on 
the average in normal times due to labor and market conditions are assumed to 
exist, but unusual delays due to financial troubles and to other causes peculiar 
to individual properties are eliminated. 

The territory contiguous to pipe lines is served by many miles of railroads, and 
our present system of improved highways facilitates the delivery of men, supplies 
and material to many points along the entire line to a far greater extent than 
it did in many instances at the time of original eonstruction. 

Interest has been computed at the rate of 6 percent for one-half of the con 
struction period, plus 3 months; except that in those cases where the econstruc- 
tion period assigned was 6 months or less, we have computed interest for the 
full period. A minimum construction period of 2 months has been adopted. 

Distribution of property between States.—The valuation act requires the Com- 
mission to “show the value of the property of every common carrier as a whole 
and separately the value of its property in each of the several States and Terri- 
tories and the District of Columbia, classified and in detail * * *.” The 
engineering report does not deal with value proper and the above requirement is 
construed to refer to the cost and other facts with respect to the property with 
which the enginereing report does deal. 

A large part of the physical property of a pipe line is fixed. This is true of 
its line pipe and its buildings of all kinds. As to the location of all this property 
no doubt can exist. 

Certain other property is movable and might be carried from State to State, 
but in fact its use is ordinarily confined to one place. Of this, vehicles and other 
work equipment furnish illustrations. While they might be and sometimes are 
used interchangeably in different States to a very limited extent, their use is 
ordinarily confined to a single locality. Property of this sort is clearly located in 
the State where it is used. 
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The: inventory is made by valuation sections. No valuation section extends 
across a State line. If, therefore, all valuation sections in a given State are 
summarized, the summary exhibits the total fixed property found in that State 
and the various inventories exhibit the details of that property. Overheads 
reckoned in percentages, as previously described, are applied by valuation sections 
and are embraced in the summary so that the total cost of reproduction new and 
reproduction less depreciation is given by States. 


~_ 


THE LAND SECTION 


The land section inventories and appraises as of date of valuation, all lands 
and rights in lands held by the carriers, and keeps a record of subsequent changes 
occurring in such properties. This section also classifies the lands as to the 
character of use. The act requires that lands “owned or used for the purposes 
of a common carrier” shall be classified as carrier. The word “owned” does 
not necessarily refer only to lands which are owned by a carrier and used by it 
or some other carrier for transportation purposes, but also to lands which 
have not been in fact devoted to common-carrier use provided the public use is 
imminent. 

It sometimes happens that the amount of land which is devoted by the carrier 
to a particular use appears to be excessive but if the land is presently used for 
carrier purposes the reasonableness of the extent is not questioned. Only in 
very plain cases would the limits fixed by the carrier be changed. 

It is evident that while certain general rules may be laid down for the 
classification of lands between carrier and noncarrier use, much depends upon 
the circumstances of each individual case. The rule with us in classifying 
carrier lands has been much the same as is the rule of the courts in permitting the 
condemnation of lands for carrier purposes. 

Carrier lands.—The valuation act requires the Commission to State the 
original cost and the present value of all carrier lands. The ascertainment of 
original cost is a function of the accounting section, discussed hereinafter. 

Present value as reported is nearly synonymous with market value. What is 
done is to ascertain the area of carrier land, to determine the market value of 
similar land adjoining or in the immediate vicinity per acre or other unit and 
to apply that price to the area. 

For the purpose of determining this present value the land section sends into 
the field its land appraisers, who make a personal inspection of the property 
and ascertain certain facts which bear upon the value. The property is first 
divided into zones, and each zone contains lands of substantially similar charac- 
ter and value. The appraiser having laid out his zone next proceeds to determine 
the market value of adjoining and adjacent lands. For this purpose he collects 
all recent sales, leases, and other conveyances which he can find of similar lands 
in the immediate vicinity. He also ascertains the assessed value of such lands 
and finally takes the opinion of different classes of well-informed persons as to 
such value. From a consideration or all these sources of information he reaches 
his conclusion as to the unit of market value. Often the reported market value 
is substantially different from the original cost as found and reported by the 
accounting section. 

Rights-of-way.—No attempt is made to appraise easements for right-of-way 
purposes in terms of the values of adjoining lands. For rights-of-way the costs 
borne by the carriers in their acquisition are considered the best evidence of 
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their value; such costs are reduced by the amount thereof assignable to the 
expired service life of the right-of-way on date of valuation. * 


THE ACCOUNTING SECTION 


The Commission’s accountants deal with the records of the carrier, and the 
report of that section embraces everything called for by the act which is derived 
from an examination of the books of account and other records and documents. 
After the basic original cost and other data have been determined, the accounting 
section has supervision over the examination and auditing of all units of property 
and their costs pertaining to new construction, extensions, retirements, classi- 
fications, or other changes reported by carriers under the requirements of supple- 
ment No. 8 to valuation order No. 3, second revised issue. Among the subjects 
handled, one of the most important is original cost to date. 

Original cost to date.—The act requires the Commission to ascertain and report 
the original cost to date of the property owned or used by every common carrier 
subject to the act. — 

For reasons stated in appendix 3 to our report in Tegvas Midland R., Valuation, 
75 1. C. C. 1, we were generally unable at the time of the basic valuations to ascer- 
tain the original cost of railroad properties. Owing to the more recent con- 
struction of carriers by pipe line and our requirements for the recording of 
expenditures made by them, the investment in and original cost of the properties 
of common-carrier pipe-line companies can be and has been ascertained. The 
amounts reported for investment and original cost are determined from examina- 
tion of their records of the cost of the property in existence on the basic valuation 
date, and subsequent changes reported under requirements of supplement No. 8 
to valuation order No. 3, second revised issue, and the carrier’s returns under 
valuation order No. 28, with such adjustments of the recorded costs as are 
required to bring them into conformity with our Uniform System of Accounts for 
Pipe Lines. While some items of property, the cost of which is included in our 
statements of investment and original cost, do not depreciate others wear out in 
service or become obsolete. Thus the original cost as determined represents, in 
part, property a portion of the service life of which has expired. 

Aids, gifts, grants, and donations.—Carriers are required to file a return show- 
ing all aids, gifts, grants, and donations. The books and records of the carriers 
are examined by the accountants in the light of this return and whatever they 
disclose is developed and reported. 

Corporate and financial history.—The date of organization of each corporation, 
what property was constructed by it, what became of that property and of the 
corporation itself is reported. The report of the accountant gives a complete 
picture of the corporate growth of the system from the beginning down to the 
date of valuation. 

In the same connection a full statement is made of all issues of stocks and bonds 
by each corporation, together with an account of the consideration either in 
money or in property which was paid for the same. The means resorted to by 
the carrier for the providing of its funds, the amounts paid in the way of dis- 
counts, and, indeed, everything connected with the financial history is fully 
shown. 

It will be seen that the accountant develops whatever facts are contained in 
the records of the carrier, and it is believed that the facts thus developed are of 
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great significance in exhibiting what may be termed the financial equities of 
each case. 
REASONS FOR THE DIFFERENCES BETWEEN VALUES 


The Commission is required by the act to report not only an analysis of the 
methods by which the several cost values are obtained but also the reasons for 
their differences, if any. From what has been stated in this analysis of methods, 
it must be clear that the reasons for the differences in amount between the 
various cost values reported, i. e., the original cost to date, the cost of reproduc- 
tion new, and the cost of reproduction less depreciation, are to be found in the 
essential differences in the nature of the inquiries which must be made in order 
to ascertain each of those cost values, respectively, based as they are and must 
be on varying assumptions, attended by varying conditions in which the actual 
and the hypothetical are contrasted, and affected by fluctuations and trends in the 
prices of labor and materials. 





| 
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TITLE 49. TRANSPORTATION 


CHAPTER 2.—LEGISLATION SUPPLEMENTARY TO INTERSTATE COMMERCE ACT 


Sec, 


41 Liability of corporation carriers and agents; offenses and penalties. 
(1) Liability of corporation common carriers; offenses: penalties; jurisdiction. 
(2) Liabilities for acts of agents; departure from published rates 
(3) Receiving rebates; additional penalty and recovery thereof. 
42. Varties included in proceedings to enlorce law. 
43. Proceedings in equity to enforce tariffs, etc.; United States attorneys ; damages; wit- 
nesses ; precedence 
44 Expedition of actions by United States involving general public importance. 
45. Appeals to Supreme Court. 
iG. Self-criminating testimony ; perjury ; refusal to testify. 
18. Immunity extended to natural persons only. 
49. Mandamus to obtain equal facilities for shippers. 
50. Agent in Washington for service: service in default of designation. 
51 Proceedings relating to rail and water routes ; orders. 
2. Railroads to serve employees in valuation work ; compensation. 
3. Exception to law prohibiting free transportation. 
4 Repealed 
55. Policy in making rate adjustments; investigation of rates authorized. 
». Repealed. 
57. Auditing accounts of Commission. 
58. Repealed 
59. Drought relief rates; carrier protected upon compliance with request of Federal agent. 
tO. Divesting prison-made goods of interstate character. 
61-64. Repealed 3 
65. Government traffic: rates 
65a. Same: readjustment of fares, rates, and charges to shippers. 
66. Same; payment for transportation for Government; deduction of overpayments. 
67. Transferred 


§ 41, Liability of corporation carriers and agents; offenses and penalties—(1) 
Liability of corporation common carriers; offenses; penalties, jurisdic- 
tion 


Anything done or omitted to be done by a corporation common carrier, subject 
to chapter 1 of this title, which, if done or omitted to be done by any director 
or officer thereof, or any receiver, trustee, lessee, agent, or person acting for or 
employed by such corporation, would constitute a misdemeanor under said 
chapter or under sections 41, 42, or 43 of this title, shall also be held to be a mis- 
demeanor committed by such corporation, and upon conviction thereof it shall be 
subject to like penalties as are prescribed in said chapter or by sections 41, 42, or 
13 of this title, with reference to such persons, except as such penalties are 
herein changed. The willful failure upon the part of any carrier subject to said 
chapter to file and publish the tariffs or rates and charges as required by said 
chapter, or strictly to observe such tariffs until changed according to law, shall 
be a misdemeanor, and upon conviction thereof the corporation offending shall 
be subject to a fine of not less than $1,000 nor more than $20,000 for each of- 
fense; and it shall be unlawful for any person, persons, or corporation to offer, 
grant, or give, or to solicit, accept, or receive any rebate, concession, or discrim- 
ination in respect to the transportation of any property in interstate or foreign 
commerce by any common carrier subject to said chapter whereby any such 
property shall by any device whatever be transported at a less rate than that 
named in the tariffs published and filed by such carrier, as is required by said 
chapter, or whereby any other advantage is given or discrimination is practiced. 
Every person or corporation, whether carrier or shipper, who shall, knowingly, 
offer, grant, or give, or solicit, accept, or receive any such rebates, concession, or 
discrimination shall be deemed guilty of a misdemeanor, and on conviction 
thereof shall be punished by a fine of not less than $1,000 nor more than $20,000: 
Provided, That any person, or any officer or director of any corporation subject 
to the provisions of sections 41, 42, or 438 of this title or of chapter 1 of this 
title, or any receiver, trustee, lessee, agent, or person acting for or employed by 
any such corporation, who shall be convicted as aforesaid, shall, in addition to 
the fine herein provided for, be liable to imprisonment in the penitentiary for a 
term of not exceeding two years, or both such fine and imprisonment, in the dis- 
cretion of the court. Every violation of this section shall be prosecuted in any 
court of the United States having jurisdiction of crimes within the district in 
which such violation was committed, or through which the transportation may 
have been conducted ; and whenever the offense is begun in one jurisdiction and 
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completed in another it may be dealt with, inquired of, tried, determined, and 
punished in either jurisdiction in the same manner as if the offense had been 
actually and wholly conunitted therein. 


(2) Liabilities for acts of agents; departure from published rates 

In construing and enforcing the provisions of this section, the act, omission, or 
failure of any officer, agent, or other person acting for or employed by any com 
mon carrier, or shipper, acting within the scope of his employment, shall in every 
case be also deemed to be the act, omission, or failure of such carrier or shipper 
as well as that of the person. Whenever any carrier files with the Interstate 
Commerce Commission or publishes a particular rate under the provisions of 
chapter 1 of this title or participates in any rate so filed or published, that rate 
as against such carrier, its officers or agents, in any prosecution begun under 
sections 41, 42, or 43 of this title, shall be conclusively deemed to be the legal 
rate, and any departure from such rate, or any offer to depart therefrom, shall 
be deemed to be an offense under this section. 


(3) Receiving rebates; additional penalty and recovery thereof 

Any person, corporation, or company who shall deliver property for interstate 
transportation to any common carrier, subject to the provisions of sections 41, 
42, or 48 of this title, or for whom as consignor or consignee, any such carrier 
shall transport property from one State, Territory, or the District of Columbia to 
any other State, Territory, or the District of Columbia, or foreign country, who 
shall knowingly by employee, agent, officer, or otherwise, directly or indirectly, 
by or through any means or device whatsoever, receive or accept from such com- 
mon carrier any sum of money or any other valuable consideration as a rebate or 
offset against the regular charges for transportation of such property, as fixed 
by the schedules of rates provided for in said sections, shall in addition to any 
penalty provided by said sections forfeit to the United States a sum of money 
three times the amount of money so received or accepted and three times the 
value of any other consideration so received or accepted, to be ascertained by the 
trial court: and the Attorney General of the United States is authorized and 
directed, whenever he has reasonable grounds to believe that any such person, 
corporation, or company has knowingly received or accepted from any such 
common carrier any sum of money or other valuable consideration as a rebate or 
offset as aforesaid, to institute in any court of the United States of competent 
jurisdiction, a civil action to collect the said sum or sums so forfeited as afore- 
said; and in the trial of said action all such rebates or other considerations so 
received or accepted for a period of six years prior to the commencement of the 
action, may be included therein, and the amount recovered shall be three times 
the total amount of money, or three times the total value of such consideration, 
so received or accepted, or both, as the case may be. (Feb. 19, 1908, ch. 708, § 1, 
32 Stat. 847; June 29, 1906, ch. 3591, § 2, 34 Stat. 587). 


AMENDMENTS 


1906—Act June 29, 1906, amended section generally and divided section into 
subsections. 
§ 42. Parties included in proceedings to enforce law 

In any proceeding for the enforcement of the provisions of the statutes relating 
to interstate commerce, whether such proceeding be instituted before the Inter- 
state Commerce Commission or be begun originally in any district court of the 
United States, it shall be lawful to include as parties, in addition to the carrier, 
all persons interested in or affected by the rate, regulation, or practice under 
consideration, and inquiries, investigations, orders, and decrees may be made 
with reference to and against such additional parties in the same manner, to the 
same extent, and subject to the same provisions as are or shall be authorized by 
law with respect to carriers. (Feb. 19, 1903, ch. 708, § 2, 32 Stat. 848; Mar. 3, 
1911, ch. 231, § 291, 36 Stat. 1167.) 

CHANGE OF NAME 

“District court’ was substituted for “cireuit court” to conform to act Mar. 3, 

1911, which transferred the powers and duties of the circuit courts to the district 


courts 
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§ 43. Proceedings in equity to enforce tariffs, etc.; United States attorneys; 
damages; witnesses; precedence 


Whenever the Interstate Commerce Commission shall have reasonable ground 
for belief that any common carrier is engaged in the carriage of passengers or 
freight traffic between given points at less than the published rates on file or 
is committing any discriminations forbidden by law, a petition may be presented 
alleging such facts to the district court of the United States sitting in equity 
having jurisdiction; and when the act complained of is alleged to have been 
committed or as being committed in part in more than one judicial district or 
State, it may be dealt with, inquired of, tried, and determined in either such 
judicial district or State, whereupon it shall be the duty of the court summarily 
to inquire into the circumstances, upon such notice and in such manner as the 
court shall direct and without the formal pleadings and proceedings applicable 
to ordinary suits in equity and to make such other persons or corporations parties 
thereto as the court may deem necessary, and upon being satisfied of the truth of 
the allegations of said petition said court shall enforce an observance of the 
published tariffs or direct and require a discontinuance of such discrimination 
by proper orders, writs, and process, which said orders, writs, and process may be 
enforceable as well against the parties interested in the traffic as against the 
earrier, subject to the right of appeal as now provided by law. It shall be the 
duty of the several United States attorneys, whenever the Attorney General shall 
direct, either of his own motion or upon the request of the Interstate Commerce 
Commission, to institute and prosecute such proceedings, and the proceedings 
provided for by sections 41, 42, or 48 of this title shall not preclude the bringing 
of suit for the recovery of damages by any party injured, or any other action 
provided by chapter 1 of this title. And in proceedings under said sections and 
chapter 1 of this title the said courts shall have the power to compel the attend- 
ance of witnesses, both upon the part of the carrier and the shipper, who shall be 
required to answer on all subjects relating directly or indirectly to the matter 
in controversy, and to compel the production of all books and papers, both of the 
carrier and the shipper, which relate directly or indirectly to such transaction ; 
the claim that such testimony or evidence may tend to criminate the person giving 
such evidence shall not excuse such person from testifying or such corporation 
producing its books and papers, but no person shall be prosecuted or subjected 
to any penalty or forfeiture for or on account of any transaction, matter, or thing 
concerning which he may testify or produce evidence documentary or otherwise 
in such proceeding: Provided, That the provisions of sections 44 and 45 of this 
title shall apply to any case prosecuted under the direction of the Attorney 
General in the name of the Interstate Commerce Commission. (Feb. 19, 1903, 
ch. 708, § 3, 32 Stat. 848; Mar. 3, 1911, ch. 231, § 291, 36 Stat. 1167; June 25, 1948, 
ch, 646, § 1, 62 Stat. 909.) 

CHANGE OF NAME 


Act June 25, 1948, eff. Sept. 1, 1948, substituted “United States attorneys” in 
lieu of “district attorneys” and “district attorneys of the United States.” 


CROSS REFERENCES 


Attendance and examination of witnesses, depositions, see section 12 of this 
title. 

Immunity of this section as extending only to natural person who, in obedience 
to a subpena, gives testimony under oath or produces evidence under oath, see 
section 48 of this title. 

Orders, writs, and process under this section may run, be served, and be 

returnable anywhere in United States, see section 2321 of the Title 28, Judiciary 
and Judicial Procedure. 

Suits for recovery of damages, see section 8 of this title. 


§ 44. Expedition of actions by United States involving general public importance 
In any civil action brought in any district court of the United States under 


sections 1—7 of Title 15, chapters 1, 8, and 12 of this title, or any other Acts 
having a like purpose that hereafter may be enacted, wherein the United States 
is plaintiff, the Attorney General may file with the clerk of such court a cer- 
tificate that, in his opinion, the case is of general public importance, a copy of 
which shall be immediately furnished by such clerks to the chief judge of the 
circuit (or in his absence, the presiding circuit judge) of the circuit in which 
the case is pending. Upon receipt of the copy of such certificate, it shall be the 
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duty of the chief judge of the circuit or the presiding circuit judge, as the case 
may be, to designate immediately three judges in such circuit, of whom at least 
one shall be a circuit judge, to hear and determine such case, and it shall be the 
duty of the judges so designated to assign the case for hearing at the earliest 
practicable date, to participate in the hearing and determination thereof, and 
to cause the case to be in every way expedited. (Feb. 11, 1908, ch. 544, §1, 32 
Stat. 823; June 25, 1910, ch. 428, 36 Stat. 854; Mar. 3, 1911, ch. 231, § 291, 36 Stat. 
1167; Apr. 6, 1942, ch. 210, § 1, 56 Stat. 198; June 25, 1948, ch. 646, §§ 1, 32 (a), 
62 Stat. 870, 991; May 24, 1949, ch. 139, § 127, 63 Stat. 107.) 


CODIFICATION 


The words “(including the District of Columbia).” following “of the circuit 
in which the case is pending” have been deleted as superfluous in view of section 
41 of Title 28, Judiciary and Judicial Procedure, which includes the District of 
Columbia within the eleven judicial circuits of the United States. 

Section is also set out as section 28 of Title 15, Commerce and Trade. 


AMENDMENTS 


1942—Act Apr. 6, 1942, amended section generally. 

1911—Act Mar. 3, 1911, omitted proviso clause relating to appeals pending 
at time section was enacted. 

1910—Act June 25, 1910, added provisions for designation of district judges 
to sit in case full court is not made up due to absence or disqualification of circuit 
judges and for reargument in event judges sitting are equally divided in opinion. 


CHANGE OF NAME 


Act June 25, 1948, eff. Sept. 1, 1948, as amended by act May 24, 1949, sub- 
stituted “chief judge of the circuit” for “senior circuit judge.” 

Act Mar. 3, 1911, which transfered the powers and duties of the circuit courts 
to the district courts, substituted “district court” for “circuit court.” 


PENDING CASES, EFFECT OF AMENDMENT 


Section 2 of act Apr. 6, 1942, provided: “The amendment made by section 1 
of this Act [amending Title 15, § 28, and Title 49, § 44] shall not apply to any 
case with respect to which the Attorney General has filed a certificate prior 
to the date of the enactment of this Act and in which the court has already 
been constituted.” 

CROSS REFERENCES 


Composition and procedure of three-judge district court, see section 2284 of 
Title 28, Judiciary and Judicial Procedure. 

Single judge’s powers in action in three-judge district court for interlocutory 
injunction and final hearing under this section, see section 2284 of Title 28, Judi- 
ciary and Judicial Procedure. 


FEDERAL RULES OF CIVIL PROCEDURE 


Assignment of cases for trial and stay of proceedings to enforce judgment, see 
Rules 40, 62, following section 2072 of Title 28, Judiciary and Judicial Procedure. 
§ 45. Appeals to Supreme Court 

In every civil action brought in any district court of the United States under 
sections 1—7 and 15 of Title 15, chapters 1, 8, 12, and 13 of this title, or any 
other Acts having a like purpose that may be hereafter enacted, wherein the 
United States is complainant an appeal from the final judgment of the district 
court will lie only to the Supreme Court. (Feb. 11, 1903, ch. 544, § 2, 32 Stat. 
823; Mar. 3, 1911, ch. 231, § 291, 36 Stat. 1167; June 9, 1944, ch. 239, 58 Stat. 
272; June 25, 1948, ch. 646, § 17, 62 Stat. 989.) 
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CODIFICATION 
Section is also set out as section 29 of Title 15, Commerce and Trade. 


AMENDMENTS 


1948—Act June 25, 1948, amended section generally to strike out provisions 
relating to time for appeal, procedure, etc., as being covered by sections 2101 
and 2109 of Title 28, Judiciary and Judicial Procedure. 

1944—-Act June 9, 1944, amended section by providing for certification of case 
to circuit court of appeals when there was no quorum of Justices of the Supreme 
Court qualified to participate in the consideration of the case and for designa- 
tion of circuit judges in the event of disqualification from hearing the case. 


CHANGE OF NAME 
Act Mar. 8, 1911, which transferred the powers and duties of the circuit courts 
to the district courts, substituted “district court” for “circuit court”. 
EFFECTIVE DATE OF 1948 AMENDMENT 
on 


j Section 88 of act June 25, 1948, provided that the amendment of this section 
should be effective as of Sept. 1, 1948. 


\ CASES PENDING JUNE 9, 1944 

} The last par. of act June 9, 1944, provided: “This Act [this section] shall 
' . . ; . > +. 9 ‘4 

| apply to every case pending before the Supreme Court of the United States on 
' the date of its enactment [June 9, 1944].” 


CROSS REFERENCES 


Direct appeals from decisions of three-judge courts, see section 1253 of Title 
28, Judiciary and Judicial Procedure. 

Time for appeal to Supreme Court, see section 2101 of Title 28, Judiciary and 
Judicial Procedure. 





VALUATION ORDER NO. 26—REVISED 


INSTRUCTIONS To GOVERN THE PREPARATION AND FILING BY COMMON CARRIERS 
BY PIPELINE OF MAPS, CHARTS, AND SCHEDULES AS PRESCRIBED BY THE INTER- 
STATE COMMERCE COMMISSION IN ACCORDANCE WITH SECTION 19a OF THE INTER- 
STATE COMMERCE ACT 


(Revised issue effective December 31, 1934) 
INTERSTATE COMMERCE COMMISSION 
Washington, D. C. 

ORDER 


At a general session of the Interstate Commerce Commission, Division 1, held 
at its office in Washington, D. C., on the 3lst day of December A. D. 193 


The subject of specifications for maps, charts, and schedules to be prescribed 
for and applied by common carriers by pipelines being under consideration: 

It is ordered, That the specifications for maps, charts, and schedules, Sections 
A to F, inclusive, a copy of which is filed with and made a part of this order, 
are hereby approved and adopted. 

It is further ordered, That the said specifications for maps, charts, and 
schedules be, and the same hereby are, prescribed for the use of all pipeline 
companies subject to the provisions of the act to regulate commerce, as 
amended, in the preparation of all maps, charts, and schedules which shall 
be required to be prepared for or filed with this Commission in accordance with 
section 19a of the act to regulate commerce; that each and every company and 
each and every receiver or operating trustee of any such company be required to 
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prepare and furnish to the Commission all maps, charts, and schedules in con- 
formity herewith, and that a copy of said specifications be sent to each and 
every such company and to each and every receiver or operating trustee 
of any such company. 

It is further ordered, That every pipeline company and each and every re- 
eeiver or operating trustee of any such company shall prepare and furnish to the 
Commission in accordance with such specifications complete maps, charts, and 
schedules of its property as it exists on the date assigned for the valuation 
of that property within 60 days after such date of valuation; provided, how- 
ever, that no such company shall be required to prepare or file any map, chart, 
or schedule within less than 60 days from the receipt of written notice from 
the Director of the Bureau of Valuation, of this Commission, stating the date 
of valuation for such company. 

It is further ordered, That Valuation Order No. 26, effective September 
10, 1934, be, and it is hereby, superseded and cancelled as of the effective date 
of this order. 

By the Commission, Division 1. 

[SEAL] GeorGe B. McGinty, Secretary. 


Section A. SPECIFICATIONS FOR THE PREPARATION OF Maps 


I. GENERAL 

1. Intent. 

In order that the Interstate Commerce Commission may investigate, ascer- 
tain, report, and record the value of property of common carriers by pipelines as it 
now exists and as it hereafter may be extended, improved, or changed, it is essen- 
tial that certain maps shall be available, and copies thereof shall be filed with the 
Commission whenever requested. 

For convenience in inventorying and reporting the property of pipeline carriers 
valuation sections shall be established subject to the approval of the Bureau of 
Valuation. Generally a valuation section as referred to herein may include the 
properties of an owning carrier within state lines. In no case, however, shall 
a valuation section extend beyond state lines or include property owned by more 
than one common carrier by pipelines. 

Where maps already in existence contain in the opinion of the Commission 
the necessary information in such form that it is reasonably available, these will 
be accepted. 

II, MAPS REQUIRED 
2. Classes and Titles. 
Two general classes of drawings shall be made by the carrier, viz: 
(a) Right-of-way maps. 
(b) Land and structural maps. 
A single copy only of right-of-way maps need be filed. 
Land and structural maps shill be filed in duplicate. 

The maps shall clearly distinguish between the lands, right-of-way, and facil- 
ities owned or used for gathering lines and those owned or used or trunklines. 

The maps shall be made of materials of standard quality, using conventional 
symbols and plain lettering. 


Ill, FORM OF MAPS 


Where existing maps do not meet the requirements of the Commission they 
shall be prepared as follows: 

3. Size of sheets. 

The maps shall be made in sheets 11 x 17 inches. A plain single line border 
shall be drawn on each sheet, dimensions inside of which shall be 10 by 16 inches. 
When more than one sheet is required to show a property, plat shall be made 
vpn" matened marked” sheets in such manner as to require a minimum number. 

4. Scales. 

The right-of-way maps shall be made on a scale of 1 inch equals 1,000 feet, or 
1 inch equals 2,000 feet. 

The land and structural maps shall be made on a scale of 1 inch equals 100 
feet, 1 inch equals 200 feet, or 1 inch equals 400 feet. 

5. Arrangment of data. 

The maps shall be made with the zero or lowest numbered station at the left 
side of each sheet and shall be platted from left to right. Where the use of this 
method would involve the abandonment of established survey station numbers, 
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the platting may be done in such a way as to preserve them, provided the maps for 
any given line or branch are continuous in same direction between termini of 
line or branch. The general direction of the line shall be as nearly as possible 
parallel to and half way between the long sides of sheets, so that the maximum 
space each side of platted lines may be available for showing adjacent topography 
and property lines and for making notes as to physical property. 

6. Cardinal points. 

On all maps an arrow showing the true north and south line (as nearly as can 
be ascertained from existing records) shall be placed. This arrow shall not be 
less than 3 inches in length and shall have the letter “N” marked at its north 
end. 

7. Indexing. 

All righ-of-way and land and structural sheets shall be numbered serially, each 
beginning with sheet 1. The sheets representing valuation sections shall form 
separate series, and the valuation sections shall be numbered serially with the 
letter “V” preceding the number. Index numbers shall be in lower right-hand 
corner of the sheets and inclosed in plain, single line circles one inch in diameter. 
Valuation section numbers shall be in the upper half of circles and sheet number 
below with straight lines between. 

8. Title. 

The title shall be placed as near the lower right-hand corner as practicable. 
The following information shall be given therein : 

(a) Corporate name of the pipe-line company. 

(b) Name of the operating company. 

(c) Beginning and ending survey station numbers on sheet. 
(d) Seale or scales. 

(e) Date as to which maps represent the facts shown thereon. 
(f) Office from which issued. 

9. Certification. 

A certification in legal form as to the correctness of all maps shall be executed 
and shall accompany such maps when submitted to the Commission. 


IV. DATA REQUIRED 


10. Right-of-way map. 

On the right-of-way map shall be shown the following data : 

(a) Route of the right-of-way and alignment and number of pipe lines indi- 
cated by heavy line or lines, size, and date installed, 

(b) Beginning and termination of section covered by map indicated by survey 
stations, mile posts, cities, or towns. 

(c) Length of line shown on map in feet where possible, or in miles to the 
nearest hundredths. 

(d) Governmental lines. State and county lines or other political subdivisions. 

(e) Topography. Topographical data such as location and names of cities, 
towns, important water courses, railways, and such other data as will assist in 
locating and identifying the property. 

(f) Indexing data. Location covered by land and structural maps shall be 
shown by a circle on the right-of-way maps, placing in the circle reference to the 
land and structural map number. Where not practical to place the circle in 
exact location on the right-of-way maps it may be placed at one side with arrow 
from circle to exact location. 

(g) Survey stations of all connecting or branch lines. 

The term “right-of-way” as used herein, includes only pipe-line easements as 
distinguished from lands owned or used. 

11. Land and structural map. 

On the land and structural map shall be shown the following data : 

(a) The location and extent of lands owned or used, no matter how acquired, 
for storage, station office, shop, and other grounds. 

(b) Boundary lines and dimensions of each separate tract acquired. 

(c) Each tract of land shall be given a parcel number and listed serially on 
BV Form No. 623. 

(d) Where known, the property lines of adjacent landowners, the survey 
station of important intersections of property lines and the names of owners of 
adjacent lands. 

(e) Section, township, county, state, city, town, village, or other governmental 
lines, with names or designations; the width and names of streets and highways 
‘which intersect or adjoin the property of the carrier; and the survey station at 
all such points of crossing or intersections. 
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(f) The section and quarter section lines for a maximum distance of one mile 
on each side of the property where the adjoining land has been subdivided into 
townships and sections; such data as to divisions, tracts, streets, alleys, blocks, 
and lots where the land has been divided in some other way than by sections. 

(g) Survey stations of all connecting or branch lines. 

(h) All important fixed improvements in general outlines, together with 
survey station thereof. 

(i) Water courses, railway and highway crossings, together with name thereof. 


SEcTION B. CoRPORATE HISTORY AND DEVELOPMENT OF FIXED PHYSICAL PROPERTY 


Every common carrier by pipeline shall prepare a statement showing the fol- 
lowing facts as to each corporation, company, or firm, at any time connected with 
said carrier by pipeline. 

1. Give name of corporation, company, or firm: date of incorporation, and date 
of organization. If corporation, state whether incorporated under general law 
or by special act. If incorporated under general law, state where articles of 
incorporation were filed. If incorporated by special act, give reference to 
the act. 

2. Describe the property, or portion of property, constructed by each corpora- 
tion. company, or firm, and show as to each such property, or portion of property, 
as so constructed, the termini and mileage of each trunkline, the total mileage of 
gathering lines, and the dates of construction. 

3. State length of time any such property, or portion of property, was actually 
operated by any such corporation, company, or firm, giving, in each instance, date 
of beginning and date of conclusion of such operation. 

4. If any such corporation has gone out of existence, describe the proceedings 
by virtue of which the dissolution took place. If any such corporation is still 
in existence, state where its records are kept and give name and address of 
person who has custody of them. 

5. State fully the chain of title by which the present corporation has acquired 
the property which it now owns or operates. In this connection, prepare and file 
with the Commission, as aforesaid, a schedule of all deeds, leases, reorganization 
proceedings and other instruments bearing upon the corporate history, and 
assemble and arrange the same for inspection and examination by representa- 
tives of the Commission. 


Section C. ScHEDULES OF LANDS 


GENERAL 


Every common carrier by pipeline shall prepare, on forms similar to sample 
form BV 623 hereto attached, typewritten schedules in duplicate, the original 
to be carbon backed, showing as to each instrument through which such carrier 
has derived title to or interest in any parcel of land owned or used by it for 
the purposes of a common carrier, the character and date of the instrument, 
custodian’s number, and grantor and grantee named therein. Such schedules 
shall also show as to each parcel of land owned or used by the carrier, for its 
purposes as a common carrier, the number assigned thereto on the maps required 
by Section A of this order, the area of the parcel and the date it was dedicated 
to public use, and the cost of the parcel to the carrier when so dedicated. If the 
parcel referred to is used but not owned, the rental or other consideration given 
for its use must be so indicated. If a portion of the parcel has been sold or 
retired after the parcel was dedicated to common-carrier purposes, as aforesaid, 
the carrier shall show in such schedule the amount of money or other considera- 
tion received for the portion so sold or retired. If such portion disposed of was 
originally received as an aid, gift, grant, or donation, the area disposed of 
shall also be shown. 

Every carrier by pipeline shall also prepare on forms similar to sample form 
BV 625 hereto attached, additional typewritten schedules in duplicate, the origi- 
nal to be carbon backed, showing as to each instrument through which such 
earrier has derived title to or interest in any parcel of land held by it for 
purposes other than those of a common carrier, the same information and data 
required with respect to BV Form 623 hereinbefore referred to, and in addition 
thereto the date and cost of any improvements placed by the carrier on such 
parcels subsequent to their acquisition. 
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SPECIAL INSTRUCTIONS 


(1) Schedules on BV Form 623 shall be prepared for all lands owned or used. 
Land held in connection with gathering lines shall be separated from those held 
in connection with trunklines. 

(2) In the absence of deeds to lands owned, resort shall be had to county, 
parish, or other properly authenticated records for data required on BV Forms 
623 and 625. 

(3) Costs to be reported on Forms BV 623 and 625 are those contained in the 
records maintained by the accounting department of carriers. When these 
records are missing or deficient in the information sought, resort may be had to 
any other records that will show the costs required by the forms. In all cases, 
whether the information is obtained from the accounting records of the carrier 
or from other records or documents, the carrier must be prepared to point out to 
the accountant of the Commission the exact source from which the information 
was obtained so that the accountant of the Commission can examine this record 
without further search upon his part. The carrier may do this either by pre- 
paring a working list of the sources from which the information was derived, 
which can be exhibited to the accountant of the Commission, or by indicating 
that source in the column of “Remarks” upon the return itself, as ‘Voucher 
196—September 1924.” 

(4) If the amount paid for any parcel of land cannot be ascertained from the 
accounting or other authentic records of a carrier, the amount named in the 
deed as the consideration shall be reported on Forms 623 and 625 as the original 
cost if the amount is substantial and was actually paid by the carrier. 

(5) Columns showing considerations in money shall be footed and sum- 
maries made of such footings by valuation sections. Valuation section sum- 
maries shall in turn be summarized by states, and the state summaries brought 
together to show the grand total for all lands reported on BV Forms 623 and 
625. 

(6) Valuation section summaries shall be prepared to show, separately, ex- 
penditures for lands owned or used, as indicated below: 

For lands owned: 

(a) Payments for, or bare cost of, land. 
(b) Damages. 

(c) Improvements on abutting property. 
(d) Assessments for public improvements. 
(e) Miscellaneous or incidental costs. 

For lands used but not owned: 

(a) Payments for right of use (excluding rental payments). 
(b) Damages. 
(ec) Miscellaneous or incidental costs. 


INSTRUCTIONS FOR BV FORM NO. 623 


The first and second columns shall contain the number assigned to each parcel 
of land and reference to map of the carrier, upon which such parcel appears. 

The third column shall contain the number of the file in which each instru- 
ment conveying title to or interest in each parcel of land is kept by the cus- 
todian of the carrier. 

The fourth column shall contain the legal character of the instrument through 
which title to or interest in each parcel of land has been derived, such as deed, 
quitclaim deed, condemnation, ordinance, grant, donation, ete., and the date 
thereof. 

The fifth column shall contain the name of the grantor in deeds, the defendant 
in condemnation suits, the name of the town, city, or village in ordinances, and 
the donor in grants and donations. 

The sixth column shall contain the name of the individual or corporation to 
which the conveyance, etc., was made. 

The seventh and eighth columns shall contain the area of each parcel of land 
as now owned and used for common-carrier purposes, said area to be shown 
either in acres or square feet as is appropriate. 

The ninth column shall contain the date when dedicated to public use. 

The tenth column shall contain the amount paid by the carrier for the acqui- 
sition of each parcel when originally acquired, cost of improvements placed on 
abutting property, or damages thereto, assessments for public improvements ap- 
plicable to lands owned and used, and any other expenditures incurred as part 
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of the consideration for the conveyance, etc. Miscellaneous or incidental ex- 
penditures, such as material, appraisal, recording fees, etc., need not be shown 
in detail; only the lump sum applicable to each parcel need be reported. 

The eleventh column shall contain a brief description of the character of each 
entry made in the tenth column. 

The twelfth column shall contain the amount received from the sale, or retire- 
ment, of any portion of a parcel, disposed of subsequent to date originally 
acquired. 

The thirteenth column shall contain the area of any such portion of a parcel, 
disposed of, if such parcel was originally received as an aid, gift, grant, or 
donation. 

The fourteenth column shall contain any miscellaneous information relevant 
to the data required to be placed in the other coluinns. 


INSTRUCTIONS FOR B. V. FORM 625 


Follow instructions for columns 1 to 8, inclusive, of B. V. Form 623. 

The ninth column shall contain the amount paid by the carrier for the acquisi- 
tion of each parcel of land, including the improvements thereon, when originally 
acquired, etc., miscellaneous or incidental expenditures, such as notarial, ap- 
praisal, recording fees, etc., need not be shown in detail; only the lump sum 
applicable to each parcel need be reported. 

The tenth column shall contain a brief description of the character of each 
entry made in the ninth column. 

The eleventh and twelfth columns shall contain the date and cost of the con- 
struction of any improvements by the carrier on each parcel of land subsequent 
to its acquisition. 

The thirteenth column shall contain the amount received from the sale, or 
retirement, of any portion of a parcel, disposed of subsequent to date originally 
acquired. If a portion of any improvements placed on a parcel subsequent to 
its acquisition has been sold, the actual consideration received therefor shall also 
be shown in this column. 

The fourteenth column shall contain the ara of any such portion of a parcel 
disposed of, if such parcel was originally received as an aid, gift, grant, or 
donation. 

The fifteenth column shall contain the consideration recited in the instrument 
through which title to or interest in each parcel of land has been derived, where 
special provisions, conditions, or covenants are recited other than the consider- 
ation shown in the ninth column; the owner of the improvements on each parcel 
where such owner is not the carrier; a brief description of the improvements 
placed by the carrier upon each parcel subsequent to its acquisition, and any 
miscellaneous information relevant to the data required to be placed in the other 
columns. 
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SEcTION D. MACHINERY AND EQUIPMENT 


There shall be prepared on forms like sample form B. V. 627 attached hereto, 
statements in duplicate concerning the carrier’s equipment and machinery, show- 
ing in detail the information specified in said attached form. 

The registers and statements covered by said attached form shall be sepa- 
rately made for the following accounts, as prescribed by the Interstate Com- 
merce Commission in its Uniform System of Accounts for’ Pipe Lines, effective 
January 1, 1935, namely : 





Account No. 
Title | 
Gathering | Tronk General 
lines lines 
Boilers = Socnteeeabebe vignenceaaal 107 | WE ESS cae 
Pumping equipment d 108 WL S.2.%sds~-.- 
Machine tools and machinery -- eae 109 | 159 179 
Other station equipment--.  scailnemeaiaie ceniparaiad 110 | 7 aS a. 
Delivery facilities 112 | BGR B56 e cheat 
Vehicles and other work equipment-.- oa 115 165 185 
Other property _ - . ysaeee . telnet utr itiennaenamiion 116 | 166 186 


| 


Costs reported shall be those contained in accounting records maintained by 
the carrier, except that in the absence or incompleteness of such records the 
deficiency inay be supplied by reference to the records of the mechanical or other 
departments. 

Estimates of cost shall be plainly identified as such by appropriate symbol 
and explained in a footnote showing the name and title of the official responsible 
for the estimates. When, in the absence of original cost, appraised values are 
reported, that fact must be shown by footnote giving the date of the appraisal. 

The several elements of cost of a given unit shall be crossadded and entered in 
the “Grand total” column opposite each such unit. Individual cost columns 
and the “Grand total” column shall be footed and a balance struck for each 
sheet. The footings of those sheets shall be summarized to show separately the 
cost of each class of equipment, kind of machinery, ete. 

Miscellaneous small tools, belting, shafting, etc., may each be grouped in one 
item on B. V. Form 627 and separate exhibit attached showing detail, description, 
ete. 

Separate reports on B. V. Form 627 shall be made for all machinery and equip- 
ment assigned for use on trunklines as distinguished from that assigned for use 
in connection with gathering lines. 
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SroTion BE. Prices oF MATERIALS, CONSTRUCTION COSTS, AND Rates Parp LasBor 


There shall be prepared a schedule showing the purchases made and net prices 
paid for such purchases, projects constructed, and the costs of same and the 
rates of compensation paid its employees, in the manner prescribed on BV 
Forms 628 to 633, inclusive, and complying with the following instructions: 

The purchases, contracts and company work projects are to-be the largest ones 
for each of the years 1929-34, inclusive, and not less than five per year when 
that many purchases have been made or that many contracts let. 


INSTRUCTIONS FOR BV FORMS 628, 629, 631, AND 632 


(1) The cost of inspection or testing will be shown only on Form 632. With 
this exception, no labor costs to be shown on these forms, 

(2) Fill each column of the forms by entering the information called for; 
otherwise by the notation “Unknown” or “None.” Any additional information 
or explanation necessary to proper understanding of data should also be given. 

(3) If the prices given were fixed by competitive bids, so state. 

(4) The name of the person compiling the data should be given in the space 
provided for that purpose, and the complete data shall be certified as “Correct” 
with the signature and title of the person so certifying on each form. 

(5) The report shall be typewritten on white tough paper. 


INSTRUCTIONS FOR BV FORM 630 
If constructed under contract, or by company work, give detailed costs in 
place. If such data are not available, furnish in detail the carrier’s preliminary 


estimate. 
Following instructions Nos. (2), (8), (4), and (5). 


INSTRUCTIONS FOR BV FORM 633 


Show in column “Remarks” the number of hours included in “Rate per Day.” 
Follow instructions Nos. (2), (4), and (5). 
































2 
oO 
— 
& 
is 
~ | | 
‘ , 
ie j | | | 
© | | | | 
| | 
F | 
i. 7 | | 
fa | | | | 
a | | } | 
4 | | | | 
| } 
f | } | 
< | 
Au | 
i | 
A | 
| | | | 
< | | 
3 | | | | 
o | | 
S | | 
ae 
a | | | 
| | | 
5 | | 
j } 
5 | | | 
BR = on 7 <a ee 1+ +s | 
2 = = “i : qwouidigs aoe os we | oe |. a eh | sel 
5 oe e/3/S ae) SSS eee ee 
Z td esa 4809 are - wed sax toa’ Sara =01401880n6 z | 
Z = 
‘ AOD OMLVERED 
x ~———<“- Gruéne> 
© ——arneno?, ive Viva iso> a 
© NOLLVITIWA 40 NvauNG anno 
apolar . ae NOISSINWOD 3DY3WWOD SLVISUALNI OL LWOdad ene 
S PE Oe erento 
al) 
© 





651 


CONSENT DECREE PROGRAM—DEPARTMENT OF JUSTICE 





ee 
ceerwynres cnpeemenetes WRT Saigo WE RELI PEET-EEE! FEM FepERED GR my MY HH Co AON PEBIEEVO OL POTLOORLENT 


ee 


weomeres omy nme pee ree am ee moe pore 
varag Trea em — —— aauVR id 
20% ” s004 
15d ROILdIa98aa 
a eee ee — LT 
—_ sopeomen SONLLLI4 3did INT 
wins aa a “ a - ANVERO)D ONLLVEREO 
osdeieicnaichasa alte ani viva 1S09 hoe i aii 
NOLLYITTVA 40 NW3ENe 
NOISSINWOD 39YUS3WNOD 3LVLSHSLNI OL LYOday meen 











mony ve ars eonentee s wine Gentes so eames Gg 'PERINEVD 0% SHOMLOELONT 
‘ 























S 7 y | 
= | 
aD , 
fay 
ro) 5 
E | | > 
a } 
| | 
E Lt | 
< Pri 
a ri | 
=> | | | 
a 1 | | , | } 
| | ‘ 5 
| | | » 
; ; | , | - 3 
} > 
o } ; 
& | fe 
ow | ' { t j 
, 
Fa } 
Q ae 3 
: | | 
eS Beak : — 
a vt bond ow | ben | | i ven) Bee ) = i = eed bad -. 
Bs Le ame am ame Bee] | ge | ope | R] oem |) 
ee SINGS NI L004 UBS 1809 | Zdid 40 NOLLA1408EC 
a - daaensmnsiaiedeenetin NOLLIMULSNOD SNIT did ao 
DB nn ad GaUNAKOD vive 1900 ~enNanes GuULvERSO 
8 - aaa NOLLYIMIVA 40 fivauns ee ee 
CnOd SI) 813KE————40--—— om sar NOISSINNOD 3DUSWNOD SLVLSHSLNI OL LYOd3au 





AN 
ue) 
co 





a 


os 
Tw) 
oO 
8 
Fi 
R 
& 
© 
: 
m 
=“ 
oe 
w 
A 
| 
a 
a 
jem] 
Oo 
© 
& 
~ 
ie) 
je 
fa 
© 
& 
a 
: 
% 
3 


~ * 
oueng weg 
exsvnae = teenie 
3902) 
= “rea 
ae a2 uN 
- ———"aa GFweno> 


(meso) eo on ars 











j | ' 
i| , | 
Py yy | 
} | } } 
| } j 
| | | 
| } 
| 
; | | | 
| 
| | 
= r= ee necro Ee “TS 
| | > | | | | 
means | | meee | | AE |) ee | | ad 
peo a) an a, a ee ins uauva }™~/ 
pwd | cmp } 4 | 
| i ROULdI9O8aCG | 
SYNVL TO 
— ——— AMWeRO) CMLL VERSO 
Viva 1s02 ee ld 
NOLLYMIVA 40 Nvaune 
NOISSINNOD 3DU3WWOD FLVLISUINI OL LHOdae itaabice 











Satna ae mean a tite nm mee 





t. 1, vol. 1——-43 


—iT—p 


98505 








CONSENT DECREE PROGRAM—DEPARTMENT OF JUSTICE 


654 











— 
perry yoormd rey, rw ern perry 
“= yaya Pommard on ° NOILd1uOs8aa * “2. “nd 
med wen roe) paren a Sauva 
wren arn woe pred ae es ope, waer) 208k 
ge slp at 
= SIWZLSAS NOLLYDINNNNOD , 
4338802 _ _ AMYdRO? Bw ¥ERdO 
aa GINeROD> Viva 1s09 in De aed we 
— NOLLYNTWA 40 NvaunE 
Om ans NOISSINNOD JDYNSWNWOD JLVLSHSLNI OL 1LNOd3u mene 











us 
> 
S 
te 
oO 
— 
= 
M 
D 
* 
os 
oO 
A 
te 
am) 
e 
< 
a. 
bl 
a 


PROGRAM 


CONSENT DECREE 





(mos OL) Ce 





‘ 
———— ey 








Sasavaaed 
wad agave 
a NOULYSN3dNOD 40 SILVU 
—~"-28eeOD 
— Viva 1s02> 
— NOLLYNWA 40 AVBNNG 
— 2 a NOISSINNOD JDYUSIWNOD JLVISSSLNI OL LYOd3u 





sleriag 

wewpunesy 

k vewec TT 
i . ‘ exon 
S2ea,sp Puppnyouy ewweg 
sl1010QN] Teum™MeD 

Gwmeleg {UV Ge lsey 
uwmeleg 


- goer 5 ROlLV4N990 mex | 
5 





—————————————ANVIROD OUTRO 


wanmo 


mua 








656 CONSENT DECREE PROGRAM—DEPARTMENT OF JUSTICE 


Section F. Ams, Girts, GRANTS AND DONATIONS 


(Other than lands reported on BV Forms 623 and 625) 


Every common carrier by pipeline shall prepare a report in duplicate on 
forms like sample BV Form No. 626 attached, showing, by states, territories, and 
the District of Columbia, as to every aid, gift, grant or donation, to such com- 
mon carrier, or to any previous corporation which has operated in the past all 
or any portion of such property, the following information: 

1. Show reference to the ordinance, agreement or other instrument under 
which the aid, gift, donation, or grant was made, showing the condition attached 
thereto. 

2. State the character and extent of the aid, gift, donation, or grant received 
in the form of money, land, material, property, service, credit, etc., in accordance 
with the information called for on BV Form 626. Only such land as is received 
as a grant or donation and entirely disposed of prior to date of valuation should 
be reported on this form. For such lands show area and proceeds from sale or 
other disposition. , 

3. Show the amount and value of any concession and allowance made by the 
earrier or by any previous owning corporation to the donor, in consideration of 
any aid, gift, donation, or grant. i 5; = 

4, Show by footnotes and appropriate symbols, with respect to each item upon 
this return a reference to the account to which the item was credited. 

5. The sum of the aids, gifts, grants or donations reported shall be com- 
pared with any credits made in the books of accounts in respect thereto and an 
explanation of any differences shall be made. 

6, The carrier shall explain how it has determined the estimated value at time 


of acquisition of aids, gifts, grants, or donations, other than cash. 
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ORDER 


At a Session of the Interstate Commerce Commission, Division 2, held at its 
office in Washington, D. C., on the 26th day of September A. D. 1944. 


The matter of the certification and attestation under oath of report and returns 
required under valuation orders of the Commission being under consideration, 

And it appearing, That the elimination of the oath requirement is appropriate in 
certain instances : 

It is ordered, That: 

Title 49. Transportation and Railroads 

Chapter 1. Interstate Commerce Commission 

Subchapter A. General Rules and Regulations 

Part 152. Map Specifications 

Part 155. Uniform System of Records and Reports of Property Changes: 

Common Carriers 

Part 158. Specifications for Pipe Line Carriers 

Authority: Issued under 37 Stat. 701, 41 Stat. 493, 42 Stat. 624, 48 Stat. 221; 
49 U.S.C. 19a. 

Section 10 of Specifications for Maps, Second Issue, prescribed by order of the 
Commission of November 25, 1982 (§ 152.10), and paragraph 9. Section A, Valua- 
tion Order No. 26—Revised, of December 31, 1934 (§ 158.3 (g)), are amended to 
read: 

“Certification. Certification as to the correctness of all maps shall be executed 
and shall accompany such maps when submitted to the Commission.” 

Valuation Order No. 3—Second Revised Issue, of March 31, 1919, is amended 
to eliminate the first sentence of paragraph (13) ($155.13) thereof. Accord- 
ingly, the oath requirement on forms C (§ 155.3083), C-1 (§ 155.304), and D 
(§ 155.305) is eliminated. 

By the Commission, division 2. 

[SEAL] W. P. Barter, Secretary. 





VALUATION ORDER NO. 27 
INTERSTATE COMMERCE COMMISSION 


Washington, D.C. 
ORDER 


At a General Session of the Interstate Commerce Commission, Division 1, held 
at its office in Washington, D. C., on the 12th day of April 1935. 


The subject of preparing a field inventory of the property of all common 
earriers by pipe lines for purposes of valuation under Section 19a of the Inter- 
state Commerce Act, as amended, being under consideration : 

It is ordered, That every common carrier owning or operating a pipe line 
whose property is subject to valuation under Section 19a of the Interstate Com- 
merce Act, as amended, and every receiver or operating trustee of such a carrier 
shall prepare in duplicate and file with the Commission the original copies of a 
complete inventory of its property, except land, showing the quantities, units, and 
classes or kinds of property and the condition thereof. 

It is further ordered, That such inventory shall be made as of such date as shall 
be prescribed by the Director of Valuation, shall begin within 30 days from the 
receipt from the Director of Valuation of written notice of this order and of the 
date of valuation prescribed, and shall be completed and filed within such time 
as he shall require, provided that he shall allow in all cases a reasonable time 
for the preparation and filing of such inventory which shall in no case be less 
than 30 days. 

It is further ordered, That reculations and instructions to govern the prepara- 
tion and filing of inventories of their property by carriers by pipe lines, are hereby 
approved and adopted, and a copy thereof is attached to and made a part of 
this order. 

It is further ordered, That the said regulations and instructions be, and they 
are hereby prescribed for the use of all carriers by pipe line subject to the pro- 
visions of the Interstate Commerce Act, as amended, and all receivers or operating 
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trustees of such carriers, in preparing and reporting inventories of their property 
as hereinabove required, and that a copy of said regulations and instructions be 
sent to each and every such carrier and to each and every receiver or operating 
trustee of any such carrier. 

By the Commission, division 1. 

[SEAL] GreorceE B. McGinty, Secretary. 


REGULATIONS AND INSTRUCTIONS TO GOVERN THE PREPARATION AND FILING OF 
FIELD INVENTORIES OF THE PROPERTY OF PIPE LINE CARRIERS 


GENERAL 
(1) The Intent of Instructions 

These instructions are intended to describe how the property of the carriers 
shall be inventories and what data are to be ascertained and recorded. 


(2) Duties of Representatives of the Bureau of Valuation 


Representatives of the Bureau of Valuation designated for that purpose shall 
supervise, review and check the inventory of the property of the carriers and 
shall be empowered to sign the field notes taken in the making of the inventory. 

In case of disagreement with the representatives of the carriers as to facts, 
the representatives of the Bureau shall file with the field notes a statement of 
the exceptions taken to the inventory notes. 

(3) Duties of Carriers 

All pipe line carriers subject to the provisions of the Interstate Commerce Act, 
shall record on forms supplied to them, an inventory of all of the property 
owned or used by them and its condition, in accordance with Valuation Order 
No. 27 and the instructions herein provided. Sample field notes taken on pre- 
scribed forms recording property usually encountered on pipe lines in general 
are attached hereto and made a part of these instructions and shall serve as 
a guide in preparing the inventory. 

(4) Inventory 

(a) Classification.—Property shall, as nearly as practicable, be classified in 

conformity with the classification set forth in the carrier property accounts 


contained in the Uniform System of Accounts for Pipe Lines prescribed by the 
Commission, as follows: 


Title Gathering Trunkline | General 
line account account 


| 
Line pipe 103 153 
Line-pipe fittings 104 154 
Pipeline construction 105 | 155 we 
Buildings 106 | 156 | 176 
Boilers 107 | 157 oe. : 
Pumping equipment 108 | 158 ; 
Machine tools and machinery 109 | 159 | 179 
Other station equipment 110 | 160 Biioiieede 
Oil tanks 111 161 wan 
Delivery facilities | 112 162 ahecenen 
Communication systems 113 | 163 | 183 
Office furniture and equipment ; | 114 | 164 | 184 
Vehicles and other work equipment | 115 165 | 185 
Other property -- - 116 | 166 | 186 


The inventory shall be made separately for each of the following classifications : 
(1) Wholly owned and used. 
(2) Jointly owned and used. 
(3) Wholly owned but not used. 
(4) Wholly used but not owned. 
(5) Property owned but not used for carrier purposes. 

In the case of property coming within the classification of (2), (3), and (4), 
where the ownership and use of the same piece of property is involved, a definite 
understanding shall be reached between the interested parties as to which 
earrier shall be responsible for the fieldwork. 

(b) Valuation Sections.—The inventory shall be prepared and the required 
data shown by what is known as “valuation sections.” Valuation sections shall 
consist of particular portions of the property designated by termini. All such 
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sections must be approved by the Bureau of Valuation. The trunklines and the 
gathering lines shall be distinguished by the use of capital letters T and G 
respectively, following the valuation section number. 

(c) Form of Notes.—All notes shall be made in duplicate. When completed 
for a particular valuation section, notes shall be bound, signed by representatives 
designated by the carrier, and both copies forwarded to the Bureau’s field rep- 
resentatives. The originals and carbons shall not be separated until reviewed 
and checked by them, after which the carbon copy will be returned to the carrier. 

Each volume or book of notes shall be accompanied by a title page which 
shall show : 

The name of the carrier making the inventory. 

The valuation section number. 

Beginning and ending survey station number and milepost, if any, on 
the chaining notes. 

The kind of notes, whether chaining, structural, mechanical, or com- 
munication. 

Sheets for the various valuation sections shall be numbered consecutively by 
accounts and the date for each day’s notes shown on each page. 

The chaining (Accounts 108, 153, 104, 154, 105 & 155) structural (Accounts 
106, 156, 176, 110, 160, 111, 161, 112, 162, 114, 164, 184, 116, 166, and 186), mechan- 
ical (Accounts 107, 157, 108, 158, 109, 159, 179, 115, 165, and 185) and com- 
munication (Accounts 113, 163, and 183) notes shall be bound in separate books. 

(d) Condition of Property.—Notes in respect to the condition of the property 
shall be made in accordance with the following outline: 

(1) Age: State the year of construction, installation, or purchase of the 
property, whether new, secondhand, or reconditioned. If secondhand, state, 
if possible, length of service elsewhere, noting source of data. 

(2) Wear and decay: Record such notes as may be justified from obser- 
vation. Such test pits as are necessary to complete an adequate record of 
the physical condition of the buried pipes and fixtures shall be dug. The 
test pits should be dug at such intervals as required in order to reveal the 
condition of the line. A 4-foot section of the pipe shall be exposed and 
thoroughly cleaned. This section of pipe shall then be marked off in four 
1-foot sections, and maximum pit depths measurements made and recorded 
for each of the 1-foot sections. They shall be recorded in the manner set 
forth in the sample inventory. Additional record shall be kept of any sug- 
gested conditions having a bearing upon the physical condition of the pipe 
or upon its expected normal service life. 

(3) Maintenance: Record whether maintenance is normal; that is, record 
whether standard of maintenance is such as to secure average service life. 

(4) Record Total Estimated Service Life: Record any conditions which 
tend to shorten or lengthen service life. Record in special notes any evidence 
as to inadequacy or obsolescence. 

(e) Noncarrier Property.—Definition. 

Nonearrier property is property owned or leased by carrier, but not used for 
common-carrier purposes, 

Noncarrier property shall be inventoried separately and included in the special 
notes. 

(f) Abandoned Property.—When the carrier makes a claim for abandoned 
property, the inventory notes respecting same shall be bound in the special notes, 

(zg) Additions, Betterments, and Retirements.—The field inventory shall reflect 
true conditions in the property as of date of valuation, December 31, 1934. Where 
property has been constructed or installed between date of valuation and date of 
field work, it need not be inventoried unless directed by the Bureau’s represent- 
atives. In such cases, it should be separately recorded and marked “Installed 
after date of valuation.” In the case of property retired after date of valuation, 
an effort should be made to secure an inventory of the retired property in the 
field or from records. 

(h) Detail of Inventory.—There shall be ascertained and recorded in the 
field notes, information of which the following is illustrative: 

(1) Chaining: 

Accounts 103, 158, 104, 154, 105, and 155. 

The chaining notes shall show the size, thickness, manufacturer, and type 
of pipe, and shall indicate by station and plusses— 

Changes in size or character of pipe. 

Fence crossings. 

River crossings. 
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Structures owned by carrier adjacent to line of chaining. 

Changes in general character of trench excavation. 

State lines. 

Junctions with other pipe lines. 

Changes in protective coating. 

Changes in type of joints or in kind of welding of the joints. 

Beginning and end of double line of pipe, etc. 

Beginning of secondhand or reconditioned pipe. 

Change in character of clearing and grubbing. 

Prepare suinmaries of line pipe, line pipe fittings, and pipeline construction. 

(2) Structural: 
Accounts 106, 156, and 176, Buildings. 

Location of structure. 

Description: Kind of type of building or structure, whether stone, brick, 
timber or other designation. 

Dimensions: Essential dimensions for computations of quantities, supple- 
mented by necessary sketches. 

Foundations: Kind and dimensions, depth and classification of excavation. 

Material and workmanship: Description, grade and quality of work or 
carpentry, painting, etc. 

Plumbing: Number and description of fixtures, piping, etc. 

Heating and Ventilation: Description, number and sizes of boilers, fur- 
naces, radiators, ete. 

Lighting: Number of outlets, kind and number of fixtures, deseription of 
wiring and piping, ete. 

Platforms: Kind and dimensions. 

Drainage: Kind and description of sewers and appurtenances. 

Landscape Accessories : Description. 

Photographs of important structures. 

Stacks not mounted on boilers: Show manufacturer, kind of material, 
height and diameter. 

Accounts 110 and 160, Other Station Equipment. 

Location : Name of station and building or structure. 

Minor Pipe Fittings and Valves, less than 2 inches in diameter when used 
for steam, cooling water, air, gas, crude, fuel and lube oil lines inside of 
buildings and between the station manifolds, pits, and tanks or reservoirs, 
may be inventoried as one lot and cost in place estimated in the field. A brief 
description of the pipe included must be given. 

Pipe Fittings and Valves, 2 inches and over in diameter and pipe not 
inventoried as one lot must be described as to location, diameter, kind, 
weight, average length of joints, kind of joints, description of protective 
coatings, character and depth of trenching, amount and character of clear- 
ing and grubbing. 

Fittings: Size, kind, material, working or test pressure, special welds, 
and descriptions, sketch, or plan of any special fittings. 

Valves: Size, kind, manufacturer’s name and number, material, working 
or test pressure, kind of ends. 

Manifolds and Heat Exchangers: See Pipe Fittings and Valves. 

Pits: Kind, material, inside dimensions, thickness of top, bottom, and 
sides, 

Deep Well Pumps: Kind and size of pump head, sucker rods, drop line, 
and working barrel. 

Tanks and Reservoirs. See Accounts 111 and 161. 

Transformers: Capacity in K. V. A. voltage, cycle, phase, and name of 
manufacturer. 

Refrigeration System: Capacity of plant, name of manufacturer, and 
description of pumps, compressors, ete. See Accounts 108 and 158. 

Electric Lighting Plants: Size, name of manufacturer and storage capacity. 

Seam. Kind, make, and working range. Diameter of dial and kind 
of case. 
Accounts 111 and 161, Oil Tanks. 

Location, kind, and capacity in barrels, dimensions, date built. State 
whether new or secondhand. 

Show carrier’s structure number. 
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General: 
Grading : Kind and amount in cubic yards. 
Clearing and grubbing : Character and amount in acres. 
Fire Banks : Excavation in cubic yards. 
Fire Bank Drains: Kind, size, and length. 
Fire Bank Slope Protection : Show kind and amount. 
Foundation : State kind and list bill of material. 
Steel Tanks: 

Name of manufacturer and shipping when available. 

Number of rings in shell; also, thickness of top and two lower rings; 
kind of joints, whether riveted, welded, or bolted. 

Type of roof, whether flat or cone: kind of roofing and framing. 

Show height of towers or underframe and size of main members. 

Stairways: Show width and length. 

Wood Tanks: 

For circular tanks show thickness and kind of stave material; also, num- 
ber and size of hoops. 

Rectangular Tanks and Underframes: List bill of material. 

Roofs : See “Steel Tanks.” 

Fixtures and Appurtenances : 

State number, size, kind, and name of manufacturer; also, state whether 
located on shell or roof. 

Suction and Discharge Connections: Show size and detail of pipe fittings, 
including swing pipe, valves, winches, ete. 

Accounts 112 and 162, Delivery Facilities. 

State location. 

Wharves and Docks: 

Make a single line sketch of layout, giving necessary description, 
measurements, and a bill of material. 

State kind of material. 

Show total number and average length of piling measured under 
cut-off. State whether piling is bearing, fender, or mooring. 

Delivery Racks: 

Give description ; state dimensions and list bill of material. 

Unloading Pits: 

Show inside dimensions, thickness of top, bottom, and sides. 

Dredging: 

State character and amount. 
Pipes and Pumping Machinery : 
See Accounts 103, 153, 104, 154, 107, 157, 108, and 158. 
(3) Mechanical: 
Accounts 107 and 157; Boilers. 

Location: Name or number of station. 

Manufacturer and manufacturer’s serial number, 

Carrier’s number (if any has been assigned). 

Type (vertical or horizontal). Return tabular, water tube, scotch marine, 
locomotive, or other type. 

Builder’s rated horsepower and working steam pressure. 

Diameter and length of shell or drums. 

Number, diameter, and length of flues. 

Kind of fuel used. 

Make, kind and description of specialties, such as superheaters, stokers, 
oil burners, gas burners, draft regulators, low water alarms, etc. 

Breeching: Dimensions and thickness of material, (make sketch if neces- 
sary), describe lining. 

Metal Stacks (when supported by boiler). Diameter, height, and thick- 
ness of material. 

Foundation and Settings: Where drawings are not available, prepare 
sketches showing general arrangement of boilers. Calculate quantities of 
materials for boiler settings, foundations, and excavation. Record any 
unusual conditions regarding soil and depth of foundation. 

Accounts 108 and 158, Pumping Equipment. 
Accounts 109, 159 and 179, Machine Tools and Machinery. 

Location: Name or number of station. 

Pumping unit number in the station: Kind, capacity, model, type and 
size (in usual trade terms). 
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Manufacturer and manufacturer’s serial number. 

Carrier’s number (if any has been assigned). 

List and describe special attachments and materials, not regularly fur- 
nished with the piece of equipment, which affect the price. 

Drive: Kind and description. 

Motor and Controller: Reading on name plate. 

Foundation: Cubic feet or yards of excavation, concrete, and list of other 
materials. Attach print of foundations for large units. Record any unusual 
conditions regarding soil and depth of foundation. 

Accounts 115, 165 and 185, Vehicles and Other Work Equipment. 

Passenger Automobiles : 

Manufacturer’s name. 

Kind—body. 

Serial and engine numbers. 

Model and year. 

Date placed in service. 

Trucks: Same as above, except state capacity in tons and if equipped 
with dual wheels. 

Other Work Equipment : 

Manufacturer and manfacturer’s serial number. 

Kind, capacity, model, type and size (in usual trade terms). 

List and describe special attachments, not regularly furnished with 
the piece of equipment, which affect the price. 

(As a guide to the classification of the various items of property or their 
allocation to a specific account, there is attached hereto, as Appendix “A,” a 
tabulation of the various items of property grouped under the headings of 
Chaining, Structural, Mechanical and Communication, and allocated to their 
proper account). 

(i) Special Notes to be made by Carrier—These notes shall contain the 
following: 

(1) A brief description of— 

(a) The topography of the country. 

(b) Rainfall. 

(c) Climate. 

(d) Material yards used in original construction and recommended to be 
used under a reasonable construction program. 

(e) Character of highways, roads, or trails. 

(f) Proximity of railroads to pipe lines. 

(g) Character and depth of trench excavation. 

(h) Soil surveys, if any made by carrier. 

(2) Statistical information on— 

(a) Capacity of pipe line. 

(b) Daily pipe line movements. 

(c) Mileage of pipe on valuation section. 

(d) Production statistics, if available, of the various oilfields served by 

» pipeline 

(e) Costs of construction of line, if available. 

(f) Service lives of major items of property, if carrier has available 

records. 

(3) Depletion: 

(a) Estimated remaining life of oilfields served by pipeline. 

, (b) Water conditions in oilfields. 

(c) Depth of various producing oil sands, as well as description of for- 

se mations. 

(d) Bottom hole pressure. 


. (e) Total underground reserves as of date of valuation, stating source 
of information. 

e (4) General conditions and standards of maintenance of property. 

f (5) Copies of contracts covering leases of pipe or joint ownership. 

y (6) Depreciation notes. 


(7) Noncarrier property notes. 
(8) Abandoned property notes. 
(9) Photographs showing original construction. 
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APPENDIX A 
ALLOCATION OF ITEMS OF PROPERTY TO ACCOUNTS 


The items of property listed herewith, when consistent with use, shall be 
inventoried to the following accounts: 


I. CHAINING 


Accounts 103 and 153—Line Pipe. 
Line Pipe. 
Accounts 104 and 154 
Gate valves. 
Check valves. 
River clamps. 
Vitaulic couplings. 
Dresser couplings. 
Railroad and highway casing. 
Ells. 
Tees. 
Bull plugs. 
Flange unions. 
Nipples. 
U-bolt clamps. 
Companion flanges. 
Strainers. 
Accounts 105 and 155—Pipe Line Construction. 
Protective coating. 
Clearing and grubbing. 
Trenching. 
Pipeline supports. 





Line Pipe Fittings. 


Il. STRUCTURAL 


Accounts 106, 156, and 176—Buildings. 

Cesspools and sewer lines. 

Water service lines, hydrants, et cetera. 

Wells. (Pumping equipment included in Other Station Equipment. ) 

Water storage tanks. 

Platforms. 

Material bins, racks, et cetera. 

Inside lighting, heating, and plumbing. 

Station approach roads, including surfacing, clearing, grubbing, and grading, 
and right-of-way fences. 

Landscaping. 

Accounts 110 and 160—Other Station Equipment. 

Manifolds and manifold pits. 

Suction and discharge headers. 

Heat exchangers and pits. 

Pump suction and discharge piping. 

Oil storage suction and discharge lines between pumping station or mani- 
folds and storage tanks. 

All circulatory water lines and water tanks for engine cooling. 

Water cooling reservoirs and spray towers. 

Deep well pumps. 

Station engine fuel pipelines and station fuel storage tanks. 

Station lube oil pipelines and tanks. 

Boiler feed suction pipelines. 

Refrigeration and lighting plants. 

Outside power distribution systems, transformer banks, outside lighting and 
outside lighting wires to main entrance lighting switch in buildings. 

Accounts 111 and 161—Oil Tanks. 

Oil storage facilities, such as earthen reservoirs, tanks of either metal, 
wood, or concrete construction. 

Clearing and grubbing, grading, roofs, fire banks, fire bank drains, steam 
coils, swing pipes, inlet valves and outlet valves, appurtenances such as 
flame arresters, breathers, tank filling and suction connections, explosion 
hatches, et cetera. 
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Accounts 112 and 162—Delivery Facilities. 

Wharves, including buildings. 

Docks, slips, including dredging, piling, pile protection, cribs, cofferdams, 
and walls. 

Pipelines from pumphouse to delivery facilities, including appurtenances. 

Boilers, engines, pumps and appurtenances at delivery facilities. 

Pipe and valve pits. 

Railroad tracks, driveways, fences, walkways, landscaping, et cetera. 

Lighting. 

Power distribution wiring, transformers, et cetera. 


Ill, MECHANICAL 


Accounts 107 and 157—Boilers. 
A complete boiler. 
Accounts 108 and 158—Pumping Equipment. 
Steam pumping engine with or without foundation. 
Oil line pumping unit with or without foundation. 
Complete booster pump with or without foundation. 
Complete sump pump with or without foundation. 
Power transmission system. 
Accounts 109, 159 and 179—Machine Tools and Machinery. 
Machine tool with or without foundation. 
Motor, generator, steam engine, fire pump, feed water pump, ventilating 
fan, or other similar equipment. 
Coal-handling system. 
Ash-handling system. 
Feed water heater. 
Accounts 115, 165 and 185—Vehicles and Other Work Equipment. 
Passenger automobile. 
Truck, with or without body. 
Tractor, trailer, ditcher, pole derrick, power winch, earth-boring machine. 


IV. COMMUNICATIONS 


Accounts 113, 163 and 1883—Communication System. 
Poles. 
Cross-arms. 
Guys and anchors. 
Aerial wires. 
Small office equipment. 
Aerial and submarine cable. 
Underground conduits. 
Underground cable. 


Budget Bureau No. 60—R-261.2 


TITLE 49. TRANSPORTATION AND RAILROADS 
CHAPTER I. INTERSTATE COMMERCE COMMISSION 
SUBCHAPTER A. GENERAL RULES AND REGULATIONS 


PART 160. INVENTORIES AND ORIGINAL COST STATEMENTS 


VALUATION ORDER No. 28 


At a Session of the Interstate Commerce Commission, Division 2, held at its 
office in Washington, D. C., on the 8th day of July A. D. 1948. 

The Commission having under consideration the subject of the valuation of 
the physical property of common carriers engaged in transportation by pipeline: 

It is ordered, That 

§ 160.1 Preparation of inventories and original cost statements. Every com- 
mon carrier engaged in transportation by pipeline of oil or oil products subject 
to the Interstate Commerce Act and every Receiver or operating Trustee of any 
such carrier whose property has been inventoried or valued by the Commission 
is hereby required to prepare and file under oath with the Commission on B. V. 
Form No. 590 (§ 160.590) a complete and accurate inventory of its property, 
showing the units and quantities thereof entering into and comprising the 
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property, classified as directed by the Uniform System of Accounts for Pipe 
Lines, prescribed by the Interstate Commerce Commission in accordance with 
Section 20 of the Interstate Commerce Act (49 U. S. C. 20); and shall report 
the original cost of such units. Such inventory and report shall be as of the date 
set by the Director of the Bureau of Valuation and shall be undertaken within 
80 days from the receipt of written notice of this order and shall be completed 
and filed within such time as he shall require, provided he shall allow in all 
eases a reasonable time for the preparation and filing of such inventory and 
report which shall in no case be less than 30 days. 

Each such carrier shall prepare and, if requested, file with the Commission 
maps, schedules, and worksheets supporting the inventory and report prepared 
in accordance with regulations and instructions hereinafter referred to. 

Regulations and instructions to govern the preparation and filing of inven- 
tories, original cost, maps, schedules, and worksheets of their property by car- 
riers by pipelines are hereby approved and adopted, and a copy thereof is 
attached to and made a part of this order. 

(37 Stat. 702, sec. 208, 48 Stat. 221; 49 U.S. C. 19a (f)) 
By the Commission, Division 2. 
[SEAL] W. P. BARTEL, Secretary 


VALUATION ORDER NO. 28 


INSTRUCTIONS To GOVERN THE PREPARATION AND FILING BY COMMON CARRIERS BY 
-_PIPELINE OF INVENTORIES AND REPORTS AS PRESCRIBED BY THE INTERSTATE 
COMMERCE COMMISSION IN ACCORDANCE WITH SEcTION 194A OF THE INTERSTATE 
COMMERCE ACT 


§ 160.2. Intent of Instructions. In order that the Interstate Commerce 
Commission may investigate, ascertain, report, and record the value of property 
of common carriers by pipelines as it now exists, it is essential that certain in- 
ventories, original cost statements, schedules and reports shall be available and 
copies thereof shall be filed with the Commission. 

In reporting the inventory and cost of property of pipeline carriers, all 
property shall be segregated by valuation sections previously established or 
approved by the Bureau of Valuation. 

Instructions covering the preparation of the information called for by Valua- 
tion Order No. 28 (This part) are subdivided as follows: 

Section A: The preparation of a report on B. V. Form 590 and subschedules. 

Section B: The preparation of Corporate History and the Development of 
Fixed Physical Property covering the period between date of basic valuation 
and date of report under Valuation Order No. 28 (This part). 

Section C: The preparation of schedules reporting Aids, Gifts, Grants, and 
Donations not elsewhere provided for, covering the period between date of basic 
valuation and date of report under Valuation Order No. 28 (This part). 


Section A. INSTRUCTIONS To GOVERN THE PREPARATION OF B. V. Form No. 590 
(§ 160.590) AND SUBSCHEDULES BY COMMON CARRIERS BY PIPELINE 


SUBPART A-——GENERAL INSTRUCTIONS 


§ 160.3 Form of Report.—Upon form like B. V. Form 590 (§ 160.590), size 
11’’ x 17’’ (see Appendix), the carrier shall file with the Commission, in dupli- 
cate, statements that will show for each valuation section a complete and ac- 
curate inventory of its property as of the date set by the Director of the Bureau 
of Valuation showing the units, quantities, and cost thereof, classified as here- 
inafter prescribed. 

§ 160.4 Property units. Property shall be reported by actual “in place” 
quantities with descriptive detail in terms of the units prescribed in Supplement 
No. 8 to Valuation Order No. 3—Second Revised Issue (49 C. F. R. 156). Prop- 
erty units shall be developed by using the quantities shown in the basic engi- 
neering report underlying the final valuation report and adjusting the units 
reported therein by the additions to and the retirements from these quantities as 
reported annually in compliance with Supplement No. 8 to Valuation Order 
No. 3—Second Revised Issue (49 C. F. R. 156). In those instances where an 





engineering report has not been prepared by the Bureau of Valuation, the 
quantities reported on form like B. V. Form No. 590 shall be those contained in 
the inventory prepared in compliance with Valuation Order No. 27 (49 C. F. R. 
159). 
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§ 160.5 Cost of property. The amounts reported as the cost of property shall 
be those that affect the Carrier Property Accounts, exclusive of Accounts 191, 192, 
and 193 (§§ 20.191-20.193). Cost shall be allocated to each parcel of land, unit 
of equipment or machinery, building, or other structure, except that recurring 
items having the same capacity, dimensions, and descriptions may be grouped 
and the total cost reported as a single entry. For the primary accounts con- 
taining only property classified as mass property, the total cost for the account 
only need be shown. In every case where the unit of reporting is “Lot,” the cost 
applicable thereto shall be stated. 

§ 160.6 Lands and rights. Lands and rights owned or used for the purposes 
of common carriers shall be reported on form like B. V. Form 588—R, Subschedule 
L-P (Revised) (§ 160.102) (see Appendix). This subschedule shall be filed in 
duplicate. On Subschedule L—P there shall be shown in column captioned 
“Remarks” for lands or rights acquired a statement of the specific uses to which 
such property has been put. 

Schedules shall show as to each instrument through which such carrier has 
derived title to or interest in any parcel of land owned or used by it for the 
purposes of a common carrier, the character and date of the instrument, 
custodian’s number, and grantor and grantee named therein. 

Such schedules shall also show as to each parcel of land owned or used by 
the carrier, for its purposes as a common carrier, the parcel number assigned 
thereto on the maps as provided under paragraph 7—A, Lands and rights of 
Supplement No. 8 to Valuation Order No. 3—Second Revised Issue (49 C. F. R. 
156), the area of the parcel and the date it was dedicated to public use, and the 
cost of the parcel to the carrier when so dedicated (see Uniform System of 
Accounts, Carrier Property Accounts 101, 151, 171 Land, paragraphs (b), (c) 
and (d) (§§ 20.101, 20.151, and 20.171 (b), (ce), (d)). If the parcel referred 
to is used but not owned, the rental or other consideration given for its use 
must be so indicated. If a portion of the parcel has been sold or retired after 
the parcel was dedicated to common-carrier purposes as aforesaid, the carrier 
shall show in such schedule the amount of money or other consideration received 
for the portion so sold or retired. If such portion disposed of was originally 
received as an aid, gift, grant, or donation, the area disposed of shall also be 
shown. Such additional information as is called for by the form should be 
furnished. 

Every carrier by pipeline shall also prepare on form like B. V. Form 588-R, 
Subschedule M—P (Revised) (§ 160.103) (see Appendix), additional typewritten 
schedules in duplicate, showing as to each instrument through which such car- 
rier has derived title to or interest in any parcel of land held by it for purposes 
other than those of a common earrier, pertinent information called for by that 
form including the date and cost of any improvement placed by the carrier on 
such parcels subsequent to their acquisition. 

Assessments for public improvements applicable to lands owned or used for 
common-carrier purposes shall be reported on Subschedule L—P allocated to the 
parcel affected. 

§ 160.7 Rights-of-way. The costs of rights-of-way shall be reported by valu- 
ation sections with a general description of the rights-of-way acquired since date 
of basic valuation. 

§ 160.8 Costs applicable to land and rights. The costs to be reported for lands 
and rights shall be the cost at the date of dedication to public use. Incidental 
costs of lands or rights shall be reported separately from the bare cost of lands or 
rights. 

When records maintained by the accounting department are missing or deficient 
in the information sought, resort may be had to any other records that will show 
the costs required by the forms. In all cases, whether the information is obtained 
from the accounting records of the carrier or from other records or documents, 
the carrier must be prepared to point out to the accountant of the Commission 
the exact source from which the information was obtained so that the accountant 
of the Commission can examine this record without further search upon his part. 
The carrier may do this either by preparing a working list of the sources from 
which the information was derived, which can be exhibited to the accountant 
of the Commission, or by indicating that source in the column of “Remarks” upon 
the return itself, as “Voucher 196—September 1924.” 

If the amount paid for any parcel of land cannot be ascertained from the 
accounting or other authentic records of a carrier, the amount named in the 
deed as the consideration shall be reported as the original cost if the amount is 
substantial and was actually paid by the carrier. 
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Columns pertaining to costs shall be footed and summaries made of such foot- 
ings by valuation sections. Valuation section summaries shall in turn be sum- 
marized by states, and the state summaries brought together to show the grand 
total for all lands reported. These summaries shall show separately, the costs 
applicable to each classification, by ownership and use, of the property to which 
they apply. 

§ 160.9 Jointly owned property and joint projects. Jointly owned or jointly 
constructed property shall be reported separately from other property. The total 
quantities and total cost of the project shall be reported and the amount applica- 
ble to each primary account shown in the description column of form like B. V. 
Form 590 (§ 160.590), as shall also the names of the owning or participating com- 
panies, individuals, or political subdivisions, with the proportions owned and 
amounts contributed by each. The costs to be entered shall be the portion only of 
the total costs borne by the company for which the report is made. 

§ 160.10 Changes made in or to property of other common carriers. Where one 
earrier assumes the cost of a change upon another carrier’s property, the full 
details of the property units involved and their cost shall be reported separately 
from other property and the facts as to ownership and use shall be stated. 

§ 160.11 General expenditures. When items of general expenditures, such as 
for engineering, taxes, interest during construction, law expenses, et cetera, have 
been included in a particular primary account of the “Carrier Property Accounts” 
as a part of the cost of any specific property, such amounts shall be separately 
stated under each primary account and indication shall be given as to the general 
nature of the expense. 

§ 160.12 Cnstruction damages. In Accounts 105 and 155 (§§ 20.105, 20.155), 
where the total costs reported include payments for construction damages to crops, 
orchards, et cetera, such costs should be reported separtely in the descriptive 
column showing the amounts paid and the limits of the pipeline to which they 
apply. 

§ 160.18 Subschedules. Subschedules are provided by these instructions for 
reporting land (see §§ 160.6 and 160.7) and miscellaneous physical property (see 
§ 160.21). Other subschedules may be used for reporting the foregoing and other 
classes of property, provided they are first approved by the Bureau of Valuation 
as to form and method of preparation. When subschedules are used, the totals 
under each primary account shall be shown on form like B. V. Form 590 
(§ 160.590) and appropriate reference made to such subschedules. Subschedules 
shall be filed in duplicate. 

§ 160.14 Reconciliation with investment accounts. The carrier shall prepare 
and file with reports on B. V. Form 590 (§ 160.590) a general analysis of the 
difference between the amount in Column 5 of that form and the balance shown 
in investment account as of the date rendered. 

When B. V. Form 588-R (§ 156.101) are rendered, a general analysis of the 
difference between the charges and credits in Columns 5, 11, and 12 of that form, 
and the increases or decreases in the investment account during the reporting 
period shall be shown. The detail of items forming such difference shall be 
grouped under appropriate descriptive headings according to the nature of the 
difference. 

SUBPART B—SPECIAL INSTRUCTIONS 


§ 160.15 Classes of property. For convenience in reporting the carrier’s 
property, except lands and rights, shall be considered as consisting of two 
distinct classes. 

(a) Property having a common description and which regardless of its 
extent or volume may be collected into a single quantity within a valuation 
section. 

(b) Property which from its nature must be reported separately from the 
property of like kind and characteristics and serving similar purposes. 

§ 160.16 Mass property. Property described under (a) above shall for the 
purposes of this instruction be called mass property. It shall generally in- 
clude line pipe, line-pipe fittings, pipeline construction, and communication 
systems. In reporting mass property, it shall be necessary only that like quan- 
tities within a valuation section be collected and reported as a single item and 
cost. The weighted average date of construction for mass property items should 
be shown on form like B. V. Form 590 (§ 160.590) in the column headed “Date,” 
or if desired the quantities and cost of mass items may be reported separately 
for each year of installation. When an average date is shown, the limiting 
dates (first and last) shall also be shown. 
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§ 160.17 Structural and mechanical property. Property described under (b) 
above shall, for the purposes of this instruction, be called structural and 
mechanical property. It shall generally include buildings, boilers, pumping 
equipment, machine tools and machinery, other station equipment, oil tanks, 
delivery facilities, vehicles, and other work equipment. In reporting such 
property, it is necessary that each building, boiler, machine, vehicle, or other 
similar equipment be reported separately, except that items of the same size, 
capacity, or dimension, and having a common description, may be grouped as 
for mass property. In reporting costs for such property, the costs shall be 
allocated to each building, machine, or other separate item, except that re- 
curring items having the same capacity, dimensions and description may be 
grouped and the total cost reported as a single entry. 

When no changes have been reported in individual units of structural and 
mechanical property since date of basic valuation the reporting carrier may 
abbreviate the detail description of the unit in Column 1 of B. V. Form 590 
(§ 160.590) with specific reference to the basic engineering report including 
page number. 

The cost of property classified as structural and mechanical shall be reported 
in terms of the units and descriptions prescribed in the “List of Units,” Part 
IV of Supplement No. 8 to Valuation Order No. 3—Second Revised Issue (49 
CFR 156), as may be appropriate. 

§ 160.18 Breakdown of mass or structural property. In reporting additions 
and retirements of either mass (§ 160.16) or structual property (§ 160.17) for 
which the reporting unit is designated in Supplement No. 8 to Valuation Order 
No. 3—Second Revised Issue (49 CFR 156) as “Lot” or where items have been 
grouped in the engineering report under headings only generally descriptive or 
include a number of varied items of property, it will be necessary to prepare 
and file an underlying breakdown on a form like B. V. Form 591 (§ 160.591). 
See Appendix for a sample of this form. 

On a form like B. V. Form 591 (§ 160.591) show the total cost in dollars for 
items retired since date of basic report, keeping Valuation Order 3 retirements 
separate from items included in the basic report. Show, for items added, the 
cost in dollars as previously reported on form like B. V. Form 588-R (§ 156.101). 
Show in Column 4, the average date. Do not fill in Columns 6 and 7 of B. V. 
Form 591. 

§ 160.19 Valuation sections. Complete reports shall be prepared separately 
for each valuation section previously established or approved by the Bureau of 
Valuation. 

A consolidated mileage and valuation section statement shall be prepared and 
shall be filed with the report. It shall show separately by ownership and use, 
the valuation section designation, the termini or location of the section, the size 
or range in size of pipe and the mileage, and shall be prepared in a manner and 
form similar to the table included in the explanatory text of the basic engineering 
report, 

§ 160.20 Modifications of items and gifts. Modifications in the items, units, 
forms, and other matters of reporting may be made only with the approval of 
the Bureau of Valuation. 


SUBPART C——-SPECIAL INSTRUCTIONS FOR MISCELLANEOUS PHYSICAL PROPERTY 


§ 160.21 Miscellaneous physical property. On form like B. V. Form 588—-R 
Subschedule M—P (Revised) (§ 160.103) (see Appendix), there shall be reported 
the physical property that is owned and “held for purposes other than those of 
acommon carrier.” 

The information shall be as prescribed on Subschedule M—P—Revised and shall 
be grouped as may be appropriate under the following headings that shall be 
inserted upon the form. 

a. Unimproved nonecarrier lands. 

b. Improved nonearrier lands. 

ce. Noncarrier improvements upon land which is classified as devoted to 
common-carrier purposes. 

d. Noncarrier improvements upon lands belonging to others. 

e. Assessments for public improvements applicable to noncarrier lands 
shall be reported by lump sum for each year. 

Companies engaged in producing, manufacturing, or other operations in 
addition to pipeline operations shall include in Subschedule M-—P—Revised 
noncarrier property of their pipeline divisions only. 

98505—57—pt. 1, vol. 1——44 
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SUBPART D—LIST OF UNITS 


§ 160.22 Units. Property shall be reported in terms of the units prescribed in 
Supplement No. 8 to Valuation Order No. 3—Second Revised Issue (49 CFR 156). 


Secrion B. INSTRUCTIONS FOR THE PREPARATION OF CORPORATE HISTORY AND 
DEVELOPMENT OF FIXED PHYSICAL PROPERTY 


§ 160.23 Corporate history and development of fired physical property. Every 
common carrier by pipeline shall prepare a statement showing the following 
facts as to each corporation, company, or firm, covering the period between date 
of basic valuation and date of report. 

(a) Give name of corporation, company, or firm; date of incorporation, and 
date of organization. If corporation, state whether incorporated under general 
law or by special act. If incorporated under general law, state where articles 
of incorporation were filed. If incorporated by special act, give reference to 
the act. 

(b) Describe the property, or portion of property, constructed by each cor- 
poration, company, or firm, and show as to each such property, or portion of 
property, as so constructed, the termini and mileage of each trunkline, the total 
mileage of gathering lines, and the dates of construction. 

(c) State length of time any such property, or portion of property, was 
actually operated by any such comporation, company, or firm, giving, in each 
instance, date of beginning and date of conclusion of such operation. 

(d) If any such corporation has gone out of existence, describe the proceedings 
by virtue of which the dissolution took place. If any such corporation is still in 
existence, state where its records are kept and give name and address of per- 
son who has custody of them. 

(e) State fully the chain of title by which the present corporation has acquired 
the property which it now owns or operates. In this connection, prepare and file 
with the Commission, as aforesaid, a schedule of all deeds, leases, reorganization 
proceedings and other instruments bearing upon the corporate history, and 
assemble and arrange the same for inspection and examination by representatives 
of the Commission. 


Section C. INSTRUCTIONS FOR REPORTING AIDS, GIFTS, GRANTS AND DONATIONS 
(OTHER THAN LANDS REPORTED ON Form LIKE B. V. Form 5S88—R, SuBSCHED- 
ULES L—P REVISED AND M—P REVISED (§§ 160.102, 160.103) 


§ 160.24 Aids, gifts, grants and donations. Every common carrier by pipeline 
shall prepare a statement in duplicate for the period between date of basic valua- 
tion and date of report on forms like sample form like B. V. Form No. 626—-R 
(§ 160.626) (see Appendix), size 11’’ x 17’’, showing, by states, territories, and 
the District of Columbia, as to every aid, gift, grant or donation, to such com- 
mon carrier, or to any previous corporation which has operated in the past all 
or any portion of such property, the following information : 

(a) Show reference to the ordinance, agreement or other instrument under 
which the aid, gift, donation, or grant was made, showing the conditions attached 
thereto. 

(b) State the character and extent of the aid, gift, donation, or grant received 
in the form of money, land, material, property, service, credit, et cetera, in 
accordance with the information called for on form like B. V. Form 626-R. 
Only such land as is received as a grant or donation and entirely disposed of 
prior to date of report should be reported on this form. For such lands show 
area and proceeds from sale or other disposition. 

(c) Show the amount and value of any concession and allowance made by 
the carrier or by any previous owning corporation to the donor, in consideration 
of any aid, gift, donation, or grant. 

(d) Show by footnotes and appropriate symbols, with respect to each item 
upon this return a reference to the account to which the item was credited. 

(e) The sum of the aids, gifts, grants, or donations reported shall be com- 
pared with any credits made in the books of accounts in respect thereto and an 
explanation of any differences shall be made. 

(f) The carrier shall explain how it has determined the estimated value at 
time of acquisition of aids, gifts, grants, or donations, other than cash. 
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INTERSTATE COMMERCE COMMISS] 
BUREAU OF ACCOUNTS, COST FINDING AND 
VALUATION ORDER HO. 3 SECTIC 


List of pipeline common carriers showing (1) Date I.CeC. values were decided and Valuation Order 
and Yaluation found that was effective on December 23, 1941, and (4) Valuation found effect: 


eect nA LO LC LLL LLL LLL LLL LLL LLL LOE OLA 
: Value : t 
t decided : Date 3 


Wane of Carrier | tae ea ae t__Bffective on 12/23/19) 3 


¥ t Vv y t 
Sun Oil Line Company of Mich PITT 6/21/1956 12/31/1954 * é 
Pioneer Pipe Line Company nr aeneon stan Visiaese pay en 
Yellostone Pipe Line Company ssoverescecscscenecnessesess 7/9/1956 12/31/1954 


Cherokee Pipe Line Company cvcvesssenvarceccesereresenere 7/11/1956 12/31/1954 
Augusta Pipe Line Company SOS eSeeSeseereseeeeseseseeesesed 9/10/1956 12/31/1954 
Kaned Pipe Line Company PROoeeedeedeseseoeeDesreoeeerseree 9/26/1956 12/31/1954 
Sun Pipe Line Company of Illinois corsssesesccsccseeereed 10/19/1956 12/31/1954 
Wolverine Pipe Line COMPANY coscvcvccceervseeresseresssed 1/8/1957 12/31/1954 





ee + - Ce eee ee 


NOTE: Valuations as of December 31, 1956, which would be effective at January 1, 1957, have not 


Sheet 5 of 5 


% COMMISSION 
NDING AND VALUATION 
3 SECTION 


ion Order promulgated, (2) Effective date of valuation, (3) Date of valuation, 
mad effective Jenuary 1 of each of the years 1949 to 1956, inclusive 





“nlf 6 
$ 202,700 197,100 4/4/57 
75839 , 7007/4/s% 7,763,700 Y*/*4 
19,843, 500 79/219,551,100 WAY So 
22,830,000 7///226 ,672,500 //25/s7 
1,028, 8007/,/s4 1,005,200 3/4/57 
7 95335300 934/567 BAZ, 400 2/y/s7 
econ te 193,800 419454 

In s) 
Fe 


pjesvceprpruns 
seeeutzves 
setseens 
tesupeupeest 
setceprpetrs 
qeprespeeesd 


14,965,100 _, progres 





have not been established by the Commission. 


98505 O -57 ~-pt.1, v.1 (Face p, 675) No. § 








INTERSTATE COMMERCE COMMISSION 
BUREAU OF ACCOUNTS, COST FINDING AND VALUAT 
VALUATION ORDER BO. 3 SEOTION 





List of pipeline common carriers showing (1) Date IeCeCe values were decided and Valuation Order promul, 
and valuation found that was effective on December 23, 1941, and (4) Valuation found effective Jam 





: Value : : 
t decided +! Date Y 
Name of Carrier endorder ¢ of t__Effective on 12/23/1981? 
t t 1 y : 

National Refining Company, acquired by Cooperative 

Refinery Association, 1/1/1944 CHOORECO OO CETEeereceseeeee 6/15/1945 12/31/1939 - $ - - $ 
Shell O11 Company, Incorporated, Products Pipe Line 

Department - Valuation suspended 4/20 no 

(Bo valuations subsequent to 12/31/1 Beeseserosecsas 6/8/1948 12/31/1940 ~ - - 

Ajex Pipe Line Corporation, purchased by Cherokee 

Pipe Line Company, 9/1/1954 COR eReeereeseseecesosooccers 12/14/1949 12/31/1947 ~ os 12,421 ,0-ys: 
Texas—Hew Mexico Pipe Line Company i... 4/12/1950 12/31/1947 - - 23,964 ,800,/, » 
Transit and Storage Company, acquired is 

The Buckeye Pipe Line Company, "10/31/1859 cocccecccseces 5/16/1950 12/31/1947 - - 4,790, 0009)>“/ 
fhe Illinois Pipe Line Company eeeesecceccccccce 6/6/1950 12/31/1947 ~ ~ 629, 500.3/.7/ 
Northern Pipe Line eee CPO Cewreeeorerceeeeereeeeceeee 1/12/1951 12/31/1947 ” os 2,520, 000/24 
Hew York Transit Company, Ince eroceseccrccesecccescccces 1/15/1951 12/31/1947 - ~ 1 9136, 300//7/: 
The Ohio 01] Company, Pipe Line Department cescsescsecsese 4/13/1951 12/31/1947 - ~ (Hot prepared) 

~~ Interstate O11 Pipe Line Company cecsscoscesscccccevececs 5/8/1951 12/31/1947 + ~ 51,563,5005/7/5 
Sinclair Refining Company, Pipe Line t sesecccece 7/5/1951 12/31/1947 - - 109,050, 0009/3 

———« Gulf Refining Company, Pipe Line Department ccccccesecece 7/31/1951 12/31/1947 - - 92,990, 0005h-/s. 
Project Five Pipe Line Corporation cccesecccccceeecsseecs 10/1/1951 12/31/1947 - - 3,782,600 7/e/s 
The Cooperative Refinery Association, 

Pipe Line Department coccenseccccccscssccscceseesesescee 10 5/1951 12/31/1947 - ~ 3,772,000? /¢/s 
Plantation Pipe Line CPSP eoeserececeeesesensenses 10/19/1951 12/31/1947 - ~ 27,835 ,000%/ «x 
Southeastern Pipe Line Company cesceccecessccrscccecevces 10/31/1951 12/31/1947 ~ - 7,120, 0005/-~/s 
Portland Pipe Line Corporation esscsssccesececceesocceece 13/27/1951 12/31/1947 - - 9,195,000 7/e/s 
Sohio Western Pipeline, Inc., acquired by ‘ 

Sohioc Pipe Line par eds 1/1/1951 secccccccccecasscncece 11/27/1951 12/31/1947 - - 747 400 ¢/5/ 
The Shamreck 011 and Gas Corporation ceeescccecessesccoss 3/10/1952 12/31/1947 - os 869, 8004/2 / 
The Crown Central Pipe Line and Transportation 

Corporation eetee abies ae guint coannereeees”** 5/22/1952 12/71/1949 ~ - a 
Sunray Pipe Line Co., acquired by Oklahona-Missisesippi 

River Products Line, Ince, 12/15/1953 Coots eonssseegecese 5/29/1952 12/31/1949 ~ - - 
Mid~Valley Pipeline Company ccesecesecesscecscceerecasese 3/27/1953 12/31/1950 “ > o 
Lakehead Pipe Line Company, Ince cosccsescreccccccccecees 5/2/1933 12/31/1950 ~ - ~ 
Wyco Pipe Line Company cececocstoccesccccsceccetsccvecece 26/1953 2/7/1950 os _ - 

Michigan-Ohio Pipeline ee Se oelPvegscescecorese® yas/ises 12fsa 190 ~ - o 
Claiborne Pipeline Company, acquired by 

Triangle Pipeline Company, 1/5/1953 Secerececcccssesesee 7/22/1953 12/71/1950 = ~ - 
Triangle Pipeline Company, acquired by Texas Eastern 

fransmission Corporation, oonaeete Division, 11/30/1955 7/22/1953 12/31/1950 - - o 
Tri-State Refining Company, merged with Freedon- 

Valvoline 011 Company, Pipe Line Department, 3/3/1953 o« 12/17/1953 12/31/1951 - o o 
Sinclair Pipe Line Company SOS SHSHSHE SSS eSSEeEoeereseeeeE 2/ 1954 12/31/1951 ~ - - 

Pan-Am Southern Corporation, Pipe Line Department esesese 10/29/1954 12/31/1952 - ~ « 
Salt Lake Pipe Line Company cesccccescsctececscesecescese 1/14/1955 12/31/1952 - - - 
Freedom-Valvoline Oil Company, Pipe Line Department 
(OhL0) cccccsccccccessccocccccsceccvccececeoescccooccee 5/9/1955 12/31/1953 ~ - - 
West Texas Gulf Pipe Line Company Seeeceseeseseeeseeesese 2/2/1956 12/31/1954 ~ a - 
Pairfex Pipe Line Company SOHSSESKSSESHSSOSSESHSHOESELESEE 2/14/1956 12/31/1954 - - = 
Bantecket Pipe Line of POSTEO es ORE REECE SEE 3/10/19: 12/31/19 - - oad 
Crown-Rancho Pipe Line Corporation esccccsescccvccscccese 4/13/1956 12/31/1954 o - - 
Oklahoma-Mississippi River Products Line, Ince ccescoosce 4/19/1956 12/31/1954 ~ o ~ 
Platte Pipe Line Company SPLSS SEH SeeSSeseesereseseeeeese 5/29/1956 12/31/1954 oa an - 
Shamrock Pipe Line Corporation cecvessesecccverescvecesece 5/29/1956 12/31/1954 = - - 
VWyoming-Hebraska Pipe Line Company Seeeceescestecccessese® 5/29/1956 12/31/1954 - 7 





ION 
VALUATION theot § of 5 
TOW 


rv promulgated, (2) Effective date of valuation, (3) Date of valuation, 
stive January 1 of each of the years 1949 to 1956, inclusive 


| M006/4/5? 12, 128, 0004-4 11, 784, 1004/4 11 838, 0006/43 11, 720, 0004/15 10,897,000 44/7 - 65 - 
+800, », 23,801, 300,,,, 26,788,600, Hig, 781983, 0007) y/93 30, 202,000 /// 31, 30%, 300 /4/-,33,176, 740 yr 350755800 Jhyi, 


),0009)>“/? & 70%,0009)4/5? 4.616 ,0009)-/? &,721,0007/4/53 aw _ . ie 

), 500 3/7/53 621480035759 596,7002/+7/s3 664,600 n/t 760,10051/5+ 780,9009/35+ 802,000 4//%* 811,700 Mee 
), 000«/2 4/53 2,455 ,000-/24/53 2, 5 ,000/¢/+ 3/53 2,350, 000- + 1/3 2, KB, 900 7224/4 2,470,200 9/7/xr" 2,654, WO gH 2,795,200%/ 4/57 
5 4300/14/53 1,080, 200/ 9/53 1,069 ,600/ 9/5 1,214, 1007/53 1, 318, 900 724/<¥ 1, H48,400S/7s5 1,481,000 e905 1,550, 5007247 
pared) - 35 5578, 6009/4/53 lls, Obl ,000/4/9/c3 53,050,000 4/7/sy 51, W475 300/sy $1,151, 8009/5 52,241,000 
3,5005/7/52 50,254, 10057 <2 48, 805 ,000°73 49,893,300», 51,402, 0004/47 58,166, 90074" 51,100,6007/4/- 52,689, 900% u/c, 
foeet te ak dee geet ox eee te - cre a oo on 

1, 000554/s3 90,575 , 00055; 88,460 ,0005/50/5396 , 448, 000/0/244395 811, 0005)i/91107, 898, 3001/4 111,612,800”/7 414,138,600 7/4/57 
2 600 7re/s3 3, 786,000 74/53 3,586 ,0007/20/s3 34522, W07/2/s3 34467 , 000 3/31/54 3,267 ,9007//0/57 34285, 900 yai/cs 3929 300 9/5, 


20007 2/53 3,951, 5007//52 3,878,4007/-/s2 4,035, 7007 0/53 3,869,100 Assy 4,752, 90022045 4s 648, 800//>2/** & 617, 9004/2957 
§ 0004/2 27,055 0005s 26,155 0002/53 61, WS ,0009/1/53 69, 519.000 4/25/54 72 , 915 9 300 42/55 73,4936, OO 725575 4130 ,8008/9/sh 
)0005/~/53 Bg115,0005/53 8,118,000 5/143 8,108, 0002/53 7,920, 000.424/s4 7,901,000 7/4/s¥ 8,123,6007y/r 8,281, 500/o/45, 
} 000 ¥ 0/53 8,995 00015, 1.174050 4000.4, , 17,013,000, , 16,763,800 3256+ 16 » 394,000 1/9/57 18,662, 706 7/5519 648, 1004/4/a, 


I §M00<¢/5/53 $76,700¢/s/s3 517,000¢/5/53 - ~ 3 - Ng - (s - 
9,8004/2/53 829,700¢/>/s3 1,605 ,400¢/>/s3 1,585,600 /3+/ 1,536,000 3/>> #4 1,553,900 '/»! +" 1,732, 6007" In progress) 


° 3,500 78/5» 432,900 3/447 568,400 $47 538,0004//s¥ 527,1004/1/5 $20,300"/1/s5  $15,800/4/s7 
1, 357,0005/-4/sv1,680,0007//7/s3 1,760,000 7/7/53 2,032,000 #234¥ o ies os 


52,505 ,000.57/s95I,013,00074710 59,837 ,0004/s/: 58,972,0004/y/s¢ 57,83, 20044y/s157,W78 ,8004/2//% 
13, 721,, 0005/5, 4319 , MBO, 000 +//4¢ 22,297 ,O0s/4/rx BB, 712 ,60064/.799 , 379, 500s/9/9101, 711, 000/7/g 
6,525,00054+/53 6,377 ,000-4//s¥ 6,185,0004/7/s+ 6,302,600 440 6,276,500 VIS 6,318, 4007/72 
2,158,800 7/53 2,375,800 //s4 2,357, 00042954 ai ila third (Im progress) 


230,000 7/r0/53 = - : a er ‘ 


1,845 ,000 747/538, 123,600 /4/5+ 7,951,500 7/24/54 7,965 ,0003/s9/4 8,573,600 wuss - 


150,2004/</53 157,2007//7/) 158,5004///é* o o ~ 
A 134, 38040003) 115, 1905600 J wn 875 0007447155 ,922,500 1/451, 514,500)" 
. 1,394, 000/ea4/s¢ 14732,20077/s~ 1,803,700/74% 2,083, 300444, 
7 * 2, B+, 800 nes 28 , B04 , 300 $4.7, 28 454, 900-445-935 ,011, 0004/91, 


ss 
2,318,600514/55 2,397,300"Uin ) 

o 42 063, 200-4/34z, 41,832, 0004)/0/sv 

aT Aaa 1 
3896, 600-%44/se S7 
1908 §004/0/5% 1,873, 800+/1/s7 
19,649 ,500#/11/s619 691, 300 4hb/su 
63,968, 6007/27/63, 260, 500 7750 


1,530,800- (In progress) 
352810, 8 3,7, 9004/7). 
ar) 


eseese0608 
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INTERSTATE COMMERCE COMMISSION 
BUREAU OF ACCOUNTS, COST FINDING AND Val 


VALUATION ORDER WO. 3 SECTICH 


List of pipeline common carriers showing (1) Date I.C.C, values were decided and Valuation Order 
and valuation found that was effective on December 23, 1941, and (4) Valuation found effect 





Name of Carrier 


United Pipe Line Company, name changed to United 011 
Pipe Line Company, 8/26/1937. aon 
United 011 Pipe Line Company, ® sold to 
Atlantic Pipe Line Company, 12/20/90, and gathering lines 
#014 to Sohio Southern Pipelines, Inc., ho Saree eeeecescee 
Wabash Pipe Line Company, acquired by Pure Transportation 
Company, 6/30/19". n+es SCSSHSHSSHSSESSEHSESOSEEO SESE EESEETESESS 
American Liberty Pipe Line Company, valuation 
suspended 2/28/12 COSCO Soe CeO SROSESESESESOOCOESEEECOCERS 
White Bagle Pipe Line Company, Inc., red by Socony- 
Vacuum 011 Company, Incorporated, on 4/3/1940 and 
ted as the White Eagle Pipe Line Division oe 
Bell General Transit Corporation, name changed to 
General American Pipe Line Company, 1/1942, acquired 
by Bell General Pipe Line Company, 8/31/1943 eeeereeozesece 
Middlesex Pipe Line Company, acquired by Susquehanna 
Pipe Line Company, 12/31/1947 COSC SH OR SeE Sees Seeeseseveses 
Keystone Pipe Line Company, name changed to Atlantic 
Pipe Line Company (Pennsylvania Corporation) at close 
of business 12/31/1955 COoCeROED ESE SEseceDeeeeoceroeeeeeeES 
Atlantic Pipe Line Company (Pennsylvania Corporation) ececes 
Kaw Pipe Line Company cecccesceccceceteccccecsecesesecesesens 
Rocky Mountain Pipe Line Company, merged with 
Continental Pipe Line aes 1/1/1955 eeccceccecneccceces 
Socony-Vacuum 011 Company, Incorporated, Midland Division 
and New York and Pennsylvania lines, name changed to 
Socony Mobil O11 Company, Ince, Central Pips Lines 
Division, 4/29/1955 COCOSe cee OeeseceneeseseeLecesencceesece 
Secony Mobil O11 Company, Ince, Central Pipe Line Division . 
Utah O11 Refining Company, Pipe Line Department ceccccercess 
Valvoline 011 Company, Pipe Line Department, name changed 
to Freedom Valvoline 011 Company, Pipe Line Department, 
(Hew Jersey), 1/1/1946, acquired by Freedon-Valvoline 
O11 Company, Pipe Line Department, (Ohio), 3/3/1953 eceece. 
Phillips Petroleum Company re Pipe Line Department -«e 
—< The Sun Pipe Line Company (Texas » acquired by Sun 
Pipe Line Company, 12/31/1951 sinditnaasedinibddevessete 
Cleveland Pipe Line Company, mame changed to Ashland 
Pipe Line Company 11/25/1951 COOCCCCO SECEDE SEeEET ERD OCESS 
Ashland Pipe Line Company Cede cecenseceseneccessecesseoenece 
Richardson Pipe Line Company, acquired by Shell Pipe Line 
Corporation, 4/1/1954, (operated by aowe Pipe Line 
Company as lessor 6/20/1946 to 4/1/54) 
Bell O11 and Gas Company, Pipe Line @vevvosezsces 
Bell-Western Corporation essesesecvcerssessensveveenvessooee 
Ohio River Pipe Line OOS deed eedeeeeseoooeeceDeDDO® 
American Petroleum Company, valuation suspended 6/11/1953 
- (Ho valuations 1949-1952, Andl.) sccccoscvenecececesences 
Bell General Pipe Line name to General 
American Pipe Line Company 2/18/1955 PTITiti iii iitiiiitittt 
General American Pipe Line Company cessresecesetocscetenvece 
Central Pipe Line ae, See ae suspended at 1/1/1948) 
Continental 011 Company, Pipe Line Department, merged with 
Continental Pipe Line hier, 12/31/1948 sescesesscenesscs 


= 


Value 
decided Date 
and order of 


7/17/1940 


7/27/1940 
7/31/1940 


7/32/1940 


9/3/1940 
9/3/1940 


9/20/1940 
ts /2le/1gle1 
6/14/1941 


7/15/1943 
10/29/1943 


0/29/194 
ro/ious 


7/11/1944 
7/14/19%% 


11/25/19! 
12/14/1944 
3/5/1945 
5/19/1945 


12/71/1936 


12/31/1937 
12/31/1937 


12/31/1938 


12/31/1938 
12/31/1937 


12/31/1936 
12/31/1938 
12/31/1938 


12/31/1999 
12/31/1939 


12/31/1999 
12/31/1939 


12/31/1939 
12/31/1940 


12/71/1941 
12/31/1939 
12/31/1941 
12/31/1939 
12/31/1941 
12/31/1939 
12/31/1940 


12/31/1942 


12/31/1936 


12/31/1937 


12/31/1938 
12/31/1937 


12/31/1936 
12/31/1938 
12/31/1938 


570,000 


2,850,000 


390,000 
770,000 


5,675,000 
1,850 ,000 
1,850,000 


8,504,000 7/”/ 
5,392,700'1"" 
116,000 5/'7, 


1,750,800 /°/” 
11,338, 0004)?” 


2,275 000/27 
23,770, 0005/4 


13,536,000 12/5 
88,500 sof, 


220, 200 7/2 
208,700 4/, 
33,300 72/ 


909,400 7/ 
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o%,0007/"/5? 8, 702,0007"!*” 


92,700 vf 7 


8,968,0007//"° 
6,33%,5001')"""” 6, 542, 300"'/""!*" 7,075, 3001'\""!° 


53 
9,202,8007/ / 


ree H54 9,688, eeoryt 10,226,500 ay/Se 
"2,956, +100 fy 7,885,9007)4/5+ 8,892,200 


3 
16,000 5/'7/5* ty 649,000 4/'4/5* e000 5/7) 4,402,005" 4,251,000 sfaslet 4, 215,000 17/0 


50,000 °/”*!°3, a2, eon de 641,800 “7!” 15 648,000!” y ows, 1700 7a7/c4 2,0 ,800 #/s¥/s5 1,756, 500+///s% 


v7 78560042467 
Wy WS be 2900 Ysa 


1,944, 900)4/57 


36, 0004/++/°31,, 246, 000 4/"*! ‘to, 818,000 1/*/*i0,878,0004)”*/*t0 612,000 447/910, 491,100 40757 10,517,600, yy, 10,790,000 94s 


75 ,000/29/54 2 +196, 000/94 2 2,122,000/47¥ 2,370,000 
70, 0005/+4/n 234996 ,000,,/,, 24,845,000, 4,005,000 101/c# 3,799,000 yir/s4 34615,300 /7hF 4172, 100/250 5, 


36,000 12/3" IS » 727,000 1#/*° ls, 687 ,000 /°/3¢/s3 e 


88,500 4/1/53 90,900 “°/)/s3 


20,200 79/24/53 249,800 7/>+/s5 


08, 700 9/1/53 194, $00 3/53 
33,300 /0///53 32,000 7¢/./53 
09,400 7/1/53 905,500 9/) /53 


52,800 °///s3 


54,700 /0///53 9,500.55 3,4ue, 7004s" 3,299,400 


PaYip 2,325,200 Yaa/sy 


268,500 95-/53 276,600 7/53 265,700 4)25/s+ 
182,800 9/)/53 183, 300 9/1/53 175,400 44/54 


33,900 “2/ [$3 "0,200 2/) /s3 


31,500 a4) 54 


913,100 7/1/53 928,000 7/:/s3 907,000 4/1/54 


663,800 9/54 
176,100 9/90/54 
28,100 #/30/s¥ 


820,1004>5/5¢ 87h 


08, 700/474, 


w00 4? 5,219,400 4/5 


652, 700 2/10/55 66le, 300 9/4/5 
190,100 8/>/s5 206.900 4/3/S% 
30,700 «29/55 29,900 “4/5, 


600 7/n/s¥ 
y 920,500 2 y/5y 
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INTERSTATE COMMERCE COMMISSI 
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VALUATION ORDER WO. 3 SECTI 


list of pipeline common carriers showing (1) Date I.C.C. values were decided and Valuation Or 
and valuation found that was effective on December 23, 1941, and (4) Valuation found eff 


t Value 
t decided Date : 
en t andonter ! of 1 Sffective on 12/23/1941: 
eee promi 1 valuation 1 Vals Date 1 Valuation =: 1949 
Sun Pipe Line Company, Incorporated, merged with 
Susquehanna Pipe Line iy ne ol eS Ceceressccecececes 8/11/1939 12/31/1994 12/31/19% $ 650,000 - 
@olf Pipe Line of Oklahoma, acqui by Gulf 
Refining Company, Pipe Line Department, s/s epecececces 8/30/1939 12/31/1994 - - - 
Gulf Pipe Line Company of Pennsylvania, ac 
Gulf Refining Company, Pipe Line Soman 3/1 /19% cesses 8/30/1999 12/31/1934 i e -, 
Gulf Refining Company of Louisiana, Pipe Line Department, 
red by Gulf Refining Company, Pipe Line Department, 
2/1/19% OOO CeHOO SESE OS KESEEH SSS COESEOS SEH SOOSEHSESERD HO? HF 8/30/1939 12/31/1994 - - - 
Susquehanne Pipe Line Company, name changed to Sun Pipe 
Line Company, 72/18/1951 SOCe oer HSesetonseseescesereessesese 10/4/1939 12/31/19% 12/31/19% 4 460,000 9,175,900 
Sun Pipe Line Company ccccccccccccsacdcccesscessecsesesecszes + - ~ oo - 
Bepire Pipe Line Company, name changed to Cities Service 
Pipe Line Company, 7/27)1909 SCOOSOC EET ORESESPeLEeSeeeeseeses 10/11/1939 12/31/19 12/31/19 4,380,000 9,265,000 
Cities Service Pipe Line Company ccccscececccccesscccsseceses - a 
Magnolia Pipe Line Compamy cceccccccescrecccccsssscesnscacere 11/20/1939 12/71/1934 12/31/1993! 41,500,000 99 ,837, 000 
The Eureka Pipe Line Company OOSCOSOOTOCEEOEOOEOOEEE OEE DESESE 12/4/1939 12/31/1994 12/31/19% 6, 340,000 5,824,000 
==" Stanolind Pipe Line Company, name changed to Service 
Pipe Line Company, 5/1/1950 SHS COREEHS SS SSSSSOCERESHEOREEEEE 12/4/1939 12/31/19% 12/31/1994 47,150,000 161,803,200 
“== Service Pipe Line Company SOOHOCESERHEE CEES CEE EEEEOSEEEEEEEE = o - - - 
Standard Pipe Line Company, Incorporated, acquired by 
Standard O11 Company of Louisiana, Pipe Line 
a 8/31/1936 SHOSESSSKESTHSESHACESCESOCESESESEO SSC ESEE 12/5/1939 12/7/1994 ~ - 
Ttation Company cecccovecscsececccccesecssesseese 12/12/1939 12/31/19 12/31/19 5,800,000 10,574,000 
vn Apr, Pipe Line Company (Valuation suspended 1954 and 1955) 12/28/1939 12/31/19%% 12/31/1934 1,350,000 1,907,500 
South West Pennsylvania Pipe Lines (Valuation suspended 
1949-1951, incl.), acquired by National Transit 
Company, 3/1/1952 ccccceccccccccccsesevesecseessesesecoosece 12/28/1939 12/71/19% 12/31/1994 2,700,000 ~ 
Indiana Pipe Line Company, acquired by The Buckeye Pipe 
Line Company, 1/1/1943 COSORS OSE HE LEC O ERASE OESECEASOETESE 1/13/1940 12/7/19 12/31/19 2,725,000 i 
Phillips Pipe Line Company, acquired by Phillips Petroleum 
Company, Products Pipe Line Department, 7/1/1940 eeoeceesece 1/29/1940 12/31/1934 - - - 
New York Transit Company, acquired by New York Transit 
Company, Ince, 1/1/1943 SOCHSSSCSSHSHEHOSEEHOSSSEHES SELES SES 1/30/1940 12/31/19% 12/31/19% 540 ,000 on 
Korthern Pipe Line » acquired by a mew company of 
— Same name 2/18/21 > eccccccecceceeseseeaeceseescasseecse 2/17/1940 12/31/1994 12/31/19% 1,450 ,000 - 
The Imperial Pipe Line Company, Limi acquired by 
Transit and Storage Company, 12/29/19 PeSeeesesecssecevece 2/20/1940 12/31/1934 ~ - - 
The Illinois Pipe Line Company, acquired by The Ohio 011 
Company, Pipe Line Department, 12/31/1942 SOA SCHOSESCLOCCOLS 3/26/1940 12/2/19 12/31/19 24 475 ,000 ~ 
Bational Transit Company cecsecccscccceceveccccseeseseocecness 3/30/1940 12/31/19%4 12/31/19% 4,800,000 6,523,000 
——Oklahoma Pipe Line Company, consolidated with Standard 011 
Company of Louisiana, Pipe Line Department, to form the 
Interstate 011 Pipe Line Company, 12/31/1944 .sccscececseeee 4/30/1940 12/31/1994 12/31/1994 12,752,500 - 
Tuscarora 011 Company, Limited, name changed to Tuscarora 
Pipe Line Company, Limited, 3/16/1953 ceccccccccccccsesecees = 4/30/1940 12/31/1994 12/31/199% 3,255,000 5,319,200 
Tuscarora Pipe Line Company, Limi ted ccocccecscceseesecccoccs ~ - - = 
The Buckeye Pipe Line Company ccccecccccccecescccsecocesesees 5/8/1940 12/31/1934 12/31/19% 14,550,000 24 620,000 
Michigan-Toledo Pipe Line oe merged with Sohio 
Pipe Line Company, 12/26/1940 ePecececceeseccveseseccenecese 5/8/1940 12/31/1936 ~ ~ ~ 
Clay City Pipe Line Company, name changed to Sohio 
Pipe Line Company, 6/23 23/1939 SCOooeeseeseesseeshecseeseseesese 5/8/1940 12/31/1937 - ~ os 
Sohie Pipe Line Company SOCCHS CCHS SE SES -HHCHOSHEOEL OEE TOESES - - 12/31/1937 32,500 17,400, 00¢ 
Buffalo Pipe Line Co tion, merged with Keystone 
Pipe Line Company, 1/1/1956 cecccocccceccosccscecesevsceoees 7/17/1940 12/31/1937 12/31/1937 1,600,000 1,835 , 30¢ 
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9,175, W09A5/53 9,078,000 9/45/7311, 063,000 9/25/53 o 5/83 o « a hin 
ary : M 27,693,000 *!””! "31 nos, 0004/7/5433, 995,200 747/035 495,900 /3)ko 374003,800+///s1 
9, 265,0004/5/"3 - - - - ~ - - 
- 10,288, 000 7° 10,722,000°/5/** 12,380,000 4/$/°"11,,617, 000 44gley 16,527 ,000/2/7418,, va , 600/7//5 20,685 ,600 2/1/81 
9 837, 000¢/7/s9 98,130 ,0006/7/s3 97,43 0004/73 99,137 0004/9 99,190, 000744103, 977 ,600-4/44r116, 236 , 2004/7/4125, 563,100 767 
5 ,82h,000jixise 54692,0004/3/s4 5,178 0009/9 5,027,000-44¥ 4,992, 000 $eyiey 5,069,300 4/r/s5 5,296,8002/aiq 5,425,000 4/34), 

1,803, 200“/4 61,735 ,400“/4/s" os ¥ - - - mn = SS - 
rar * 160,709,507!" *167,550,000°9/"172, 561, 0003)44:170,472,,700 +4202, 606,900'%*1 190,454, 900%the 
0,57%4,0005)7/°"10,073, 000 4/7/* 9,698,000!!! 11 625,0005/"!**12, 357, 8003/9" 15,420,5001/24/H13,333,400/4/5% 19,790,000/4/s9 

4997.50 psy 1,772,000 /y/s# 1,839,300 Vi9fs4- 1,860, 300 //4/s¢ 1,776,400 744/54 1,727,200 4/2955 ” ~ 


- - - - - - v i568 ~ 
6,523,000 ¢//s¢ 6,394,0007//s% %,966,000 17/5 4,642,000 7//sv 6,415,0004//% 6, 72,200 1/24/55 7,086,500 (Hot prepared) 


; 1|s? 11/53 (95? 
5,319,200 4)""|° 5,605,000 4!'1!" 5,990,007!" 7,290,3004I'"!” 8,675,000 4/4) = ‘ rs 
«aI ne “ep wit, segrram lI, aeetseg olf anche. 1 84288200 11% 557,900 "1% 22,100) 
+ 620,000"7!""30,300,000 i732, 540,000!" 31,755,001”! 35,599, 900 754/57 51,275, 3004/i,5t,913,600/7/hs59 620,800 ae 


7 ,§400,0004/4/s3 17, 359,0004/s/s3 12,950,0004/4/5 *13, 515,000 slg 12,555,000 da 12, 589,800'h+"2, 821, 500 4/1/58 We, 311,100 ofl 
1,835, 3006/4/s3 1,794,5004/ 2/53 1,739 ,000¢/4/53 1,751,6004/é/e 1,742, 5005/+/s/ 1,853, 72007/44¥ 1,967,500 423%, 
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Name of Carrier 





Atlantic Pipe Line Company (Maine Corporation), merged with 
Keystone Pipe Line Company at the clese of business 
12/31/1955 SSOHSSSSSEHSSSe FS eSSESSSSEHSCS SSS ESSE SSEBSeeseeseseess 

Arkana Transit Corporation, acquired by Arkansas Pipe Line 
Company 6/30/1953 SOCOO PO e OOO ES LEDES SESS SSDS OEE ORE OeOSES 

Montana Pipeline Company, acquired by Transit and Storage 
Company 12/29/1936 SOSCSSSHS TSS eT SSSHSHSESHSS ESS SSSEDHEH SS SEED 

Sinclair Prairie Pipe Line Company, acquired by Sinclair 
Refining Company, Pipe Line Department 9/1/1936 esesresrsese 

Sinclair Prairie Pipe Line Company (of Texas), acquired by 
Sinclair Refining Company, Pipe Line Department, 9/1/19% «. 

Shell Pipe Line Corporation een serene nereeces 

y 
@ulf Refining Company, Pipe Line Department 2/1/1936 esscses 

Atlas Pipe Line Company, Inc., acquired by Atlas Pipe 
Line Corporation, 12/31/1935 cscecesscseseseccecesscescosese 

Pure 01] Pipe Line Company, acquired by Southern Pipe 
Line Company, 4/1/1950 cocccccesccccsesscosresescceressseree 

Spartan Refining Company, Ince, acquired by Atlas Pipe 
Line Corporation, 12/31/35 SO SOSSESESDeSedeSESSeEeSeseesesEese 

Globe Pipe Line Company, acquired by Pure Transportation 
Company, 1/1/1955 SOHSSSSHSSSHS SSS eesesesSHFSasetecceseseseeseese 

Arkansas Pipe Line Corporation csescescesccsceesecsencsccoeees 

Continental Pipe Line Company sesscenersonendsesscesessvorers 

Pan American Pipe Line C » Rame to American 
Oil Pipe Line Company, 6/1/1955 cvecreccccenecrevocevecseces 

American O11 Pipe Line Company cccsessccesccecsceceseasesecss 

Toronto Pipe Line Company ceosescccrcscecsessecesccessoceneces 

International Pipe Line Company, valuation cancelled 
1/7/1939, sold to The Texas Pipe Line Company 11/1/1941 wee. 


<>—The Texas Pipe Line Company cscesescsccevescescessosesscecees 


The Tide-Water Pipe Company, Limited coscvecsscenesseseceoees 
Bradford Transit Company sesesesessesescvesveceosesssenescees 


“~—~ Great Lakes Pipe Line Company csesenccssscevesesccsecccegeses 


Humble Pipe Line Company ceoscesesesescosecsececesecsosesesces 
Ajax Pipe Line Company, acquired by the Ajax Pipe Line 
Corporation, 9/1/1936 SOCSHHS OHS SSH SSS OSOSSSST ESE SODOSSOOOTE 


“-""“Tidal Pipe Line Company cereccseseseressecserercsesevecoseces 
to 


The Texas—Bepire Pipe Line Company, name ¢ 

Texaco Cities Service Pipe Line Company, 1/1/1955 csesccsese 
Texaco Cities Service Pipe Line Company eeeesecseoceceseseoss 
The Texas-Eapire Pipe Line Company of Texas, property 

8014 to other carriers 12/1/1942 sescococccsccsccscerecccese 
The Iexas Fipe Line sonore of Oklahoma, acquired by The 

Texas Pipe ine Company, /1/1940 SPSSOEHS rec eeeeseseoesesee 
Detroit Southern Pipe Line Company esrecccccescecsesencecoces 
Tolede Northern Pipe Line Company, merged with Detroit 

Southern Pipe Line Company, 12/31/1946 .srccovessecocccocece 
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(The documents referred to on p. 505 are as follows :) 
Minutes ICC—-API ENGINEERS-ACCOUNTANTS VALUATION COMMITTEE 
MEMORANDUM 


Sr. Louis, Mo., August 28, 1934. 

Yesterday and today, Mr. Louis Hood, of the engineering section, and I met 
in conference at the Jefferson Hotel with the representatives of the Oklahoma, 
Texas, Missouri, and Kansas commissions sent responsive to Chairman Lee’s 
telegram of August 22, 1934, to the State commissions of those States, which 
read as follows: 

“Interstate Commerce Commission, in preparing plans for valuation petroleum 
and petroleum products pipelines, would appreciate advice of State bodies that 
have had experience in such regulation. Would your commission send 
chief engineer or representative familiar with technical problems to conference 
with Mr. Lewis, Director of Valuation, at Jefferson Hotel, St. Louis, Monday 
at 3o’clock? Please wire answer. Treat as confidential.” 

The representatives were: S. B. Nelson, chief engineer of the Missouri Public 
Service Commission ; C. C. Brown, oil referee of the Oklahoma Corporation Com- 
mission ; Mr. Anderson, chief engineer of the Kansas Commission ; Olin Culberson, 
in charge pipeline valuation, Texas Road Commission. 

The plans and order tentatively drafted by the Bureau and submitted to 
division 1 in B. V. Memo No. 393 under date of August 10, 1984, were submitted 
to these representatives. They were carefully studied and approved with minor 
corrections suggested. These generally were constructive improvements. 

It was suggested that Section A: General, provide that the requirements be 
amplified by providing the rights-of-way maps show not only alinement and 
number of pipelines, but also size and date of installation (should not at least 
date be given on land and structural maps?) 

It was suggested that section C, special instructions (4) be modified to include 
the land as well as accounting department as the recognized source of records. 

It was pointed out that section F would be found inapplicable to pipeline com- 
panies—that they did not get aids, grants, gifts, or donations, land or otherwise. 

No corrections or changes were offered as to proposed B. V. form 623, lands 
owned or used. 

A number of changes were suggested and after considerable debate, adopted, 
to form B. V. 624. The most important were: change title over columns 7 and 
8 to read length in rods or feet, to conform to practice, the subheads being 
changed to conform; insert a column calling for width of right-of-way; elim- 
ination of columns headed ‘Sale of Portion of Property,’ inasmuch as easements 
do not constitute a transferable instrument—there is nothing to sell; und elim- 
ination of words “of parcel” over columns 10 and 11. 

No corrections or criticisms of drafted B. V. form 625. 

It was suggested—and accepted—that on submitted B. V. form 627 there be 
inserted under “Installed,” the heading for the third column, the words “new 
or second hand,” for reasons that are obvious. 

In the text of section K, it was suggested that the wording of (2) invited 
evasion. We have drafted a new (3)—dropping all subsequent paragraphs one 
number—which provides that where construction was by contract, give cost in 
place and if that is not available, to supply the carriers own preliminary esti- 
mates. 

No criticism or suggestions as to drafted B. V. forms 628 or 629. 

It was suggested that two columns be added to drafted B. V. form 630. The 
first, probably best fitting in after colunm (4) would provide for type of line 
(i. e., screw, welded, etc.). The second probably best following (11) providing 
for river crossings. Attention was called to the fact that when pipe is laid 
under contract, the carrier has an inspector, but it was thought that would be 
charged to other accounts. 

As to drafted B. V. form 631, it was suggested and accepted that under the 
title “Kind and Description,” column (3), insert the words ‘description in de- 
tail,” and that in column (14) after the word “inspection” add “or testing.” 

No criticism or suggestions as to drafted B. V. form 632. 

B. V. form 633, add to listed occupations (2), welders. 

As to general plans there was unanimous approval of the plan suggested in 
Mr. Spencer’s memorandum of August 9, 1934, i. e., to develop the forms for 
inventory by taking a specification property ; and there was also approval of the 
selection of the Atlas which, together with the controlled Spartan Refining Co. 
which is engaged in purchase and refining of oil and separately engaged in pipe- 
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line operations, was thought would present very generally the problems and 
properties that would be encountered at least in the midcontinent and Texas 
fields; as a new company its records, it was thought, would be good. 

It was generally thought that the carriers could supply the requirements of 
orders in 60 days—that, with the latitude as acceptable available maps, they gen- 
erally have most of the material available. It was thought that they will be 
hostile to furnishing pilots and cooperating in the work, and that they will 
fight. Advice was to get things well perfected and ready to start before calling 
on the carriers to form their committee or committees. 

It was generally recognized that depreciation would be one of the most 
difficult things to handle. Mr. Culberson is to send in the Texas commission’s 
methods by which it has placed the life of pipe at 3344 years. But it is recog- 
nized that different kinds of pipe and the conditions under which, and soil in 
which, it is laid, will make almost every carrier a special case. There has 
been great improvement in manufacture and qualities of pipe in the recent 
past, which adds to its life. 

The Texas commission is now beginning the valuation of intrastate prop- 
erties, but will wait to see what we do as to adoption of forms and methods. 
Mr. Culberson presented us with a copy of their instructions for inventorying. 
It is drafted from the ICC classification of investment in pipelines, ete.; also 
with a copy of inventory of one company. All the States represented indicated 
a desire to cooperate—Texas especially so. 

Mr. Brown (Oklahoma) thinks we shall get active cooperation if the Inter- 
state Commerce Commission, Secretary Ickes, or the House committee recom- 
mends that ICC regulations extend to construction; i. e., writs of convenience 
and necessity ; and is a strong advocate of it. 

Lewis, Director. 


AMERICAN PETROLEUM INSTITUTE, 
New York, October 1, 1934. 
Subject: Valuation of pipelines. 
Hon. Ernest I. Lewis, 
Director, Bureau of Valuation, Interstate Commerce Commission, 
Washington, D. C. 


DEAR Mr. Lewis: Your letter of September 13 addressed to Axtell J. Byles, 
president, American Petroleum Institute, on this subject, has been referred to 
the institute’s central committee on pipeline transportation. 

As chairman of that committee, I wish to inform you that your letter was 
considered by the central committee at a special meeting held in New York on 
September 28 at which time I was directed to appoint a committee on valuation 
of pipelines which should confer with you in the matter of valuation of common 
carrier pipelines. 

I have appointed the committee with membership as follows: 

H. T. Klein, chairman, the Texas Co..; Fayette B. Dow, secretary, 
American Petroleum Institute; D. 8S. Bushnell, Northern Group of Pipe- 
lines; James J. Cosgrove, Continental Oil Co.; Clark H. Kountz, ex-officio, 
chairman, Central Committee on Pipeline Transportation. 

The committee will be glad to confer with you at your convenience if you will 
kindly inform the secretary, Fayette B. Dow, 9830 Munsey Building, Washington, 
D. C., when and where such a conference might best be held. 

Very truly yours, 

C. H. Kountz, Chairman. 


BUREAU OF VALUATION, ENGINEERING SECTION 


DECEMBER 14, 1934. 


Subject: Inventory and Valuation of Pipeline Common Carriers—Conferences 
with Steering and Subcommittee. 
Memorandum to Director Lewis: 

In order that you may be informed in writing as to the various subjects dis- 
cussed in the Engineering Section’s various conferences with the subcommittee, 
composed of 9 engineers and 3 accountants, and the agreements and under- 
standing reached, this Section wishes to advise as follows: 

Monday morning, December 10, 1934, as you know, all three sections met in 
your office with the steering committee. In the afternoon the three sections, 
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including yourself, met with the subcommittee, chairman of which is Mr. R. B. 
McLaughlin, of the Texas Co. You, of course, know what took place at the two 
conferences in your office, and it is needless for me to repeat the happenings 
here. On that same afternoon, a conference in your office was adjourned about 
3:45 p. m., and the subcommittee met with our Land Section. 

On Tuesday, December 11, 1934, the subcommittee again met with the Land 
Section in the morning, but at 1:30 p. m. the Engineering Section met with the 
subcommittee in hearing room D. Employees of the Engineering Section who 
were present at this and subsequent conferences were as follows: 

C. H. Spencer, head valuation engineer ; Louis Hood, assistant head valua- 
tion engineer; George S. Douglass, coordinating engineer; John R. Thomp- 
son, equipment engineer; R. W. Shields, who will be in charge of the engi- 
neering section’s inventory party; John E. Hansbury, F. B. Scheetz, A. A. 
Dibble; M. J. Cairns. 

At the conference on the afternoon of the 11th, the Engineering Section’s forms 
which were a part of valuation order 26 were discussed in much detail and a 
great many suggestions were offered by various carrier men, especially Mr. 
Weidner of the Sinclair Prairie Pipe Line Co., and several of the changes sug- 
gested were approved and agreed to by the Engineering Section, subject of 
course to your approval. In fact, it was agreed to completely rewrite form 630, 
dealing with the laying of pipe, as the pipeline people felt that there should be 
columns for additional information which we would need. So Messrs. Weidner, 
Shields, and Hansbury were appointed a further subcommittee to correct and 
get into an agreed form for submission to you all the Engineering Section’s 
forms, and these will be submitted either today or tomorrow. 

On Wednesday, December 12, the Engineering Section representatives again 
met with the carriers’ subcommittee in hearing room D at 9:30 a.m. In the 
first part of the morning we continued to discuss valuation order 26. We then 
took up the questions of valuation sections, went over the carriers’ alinement 
maps, and agreed what was the minimum to be shown on these maps; that the 
Engineering Section would require a copy of the carriers’ right-of-way maps for 
trunklines; and that on gathering lines, we would accept sketches. 

On the subject of valuation sections, it was further agreed, after the carriers’ 
subcommittee thoroughly understood just what was meant by valuation sections 
and for what purposes they were created, that the Engineering Section would 
address a letter to each of the 49 pipeline companies requesting a small map 
showing the trunkline and gathering-line layout of its property and designating 
for our approval their assignments of valuation sections, it being thought best 
to first allow the carrier to assign its own sections, subject of course to our 
approval. 

At 12:30 p. m. the conference adjourned, and in the afternoon the pipeline 
subcommittee met with our Accounting Section. At 4 p. m., Mr. Hood discussed 
with the chairman of the subcommittee some of the details regarding an 
inventory. 

On Thursday morning, the 13th, the chairman of the subcommittee and Mr. 
Hood met at 9 a. m. on the subject of inventorying properties and continued 
until 9:30 a. m., when the entire subcommittee and the employees of the Engi- 
neering Section again gathered in conference. 

The first subject discussed was the selection of a property, or a section or 
sections of one or more pipelines, to be inventoried by the Engineering Section’s 
forces, photostated, and served on the pipeline carriers to be used as a guide 
by their forces in making their inventories for us. It was finally agreed that 
the Commission would inventory the Pure-Van Pipe Line Co. in southeast Texas 
with its own forces, in addition to which it would inventory the Texas Pipe 
Line Co.’s pumping station at Humble, Tex., and a second pumping station 
located at Hoffman belonging to the Sinclair Prairie Pipe Line Co. The sub- 
committee felt that by taking the Pure-Van Pipe Line Co. in its entirety, plus 
the two pumping stations, we would have a complete and typical layout of the 
properties to be encountered. 

The next subject discussed was regarding the cost of reproduction new and 
the cost of reproduction less depreciation, and on the question of depreciation 
it was pointed out that it not only cover physical but that our cost of reproduc- 
tion less depreciation also cover obsolescence, take into consideration depletion 
of oilfields, et cetera. In other words, cover in general the new classification of 
accounts of pipelines which becomes effective January 1, 1935. 

The subject of corrosion, pitting, and service lives was discussed at some 
length, but the chairman of the subcommittee stated that they felt that they 
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would be unable to bind the pipeline by agreeing that the pipeline engineers and 
our engineers would undertake to agree on total service lives of various items 
of property. This was left as a matter for a future conference. 

It was also agreed that after the Bureau’s forces completed their inventory 
of the 1 company and the 2 pumping stations, before the notes were photostated 
and served as an order on the other 48 companies, the subcommittee would then 
again meet with the engineers of the Engineering Section to review the results 
of our inventory. 

It was further agreed that at least 1 member, and possibly 2, of the subcom- 
mittee would be present during the Commission’s inventory of the Pure-Van 
Pipe Line Co. and the 2 pumping stations. 

The subcommittee approved the locations of Houston, Tulsa, St. Louis, and 
Pittsburgh as proper locations in which we would locate 3 engineers each to 
supervise the work of the carriers while inventorying the remaining 48 pipe- 
line companies. 

During all of our conferences, questions were freely asked on both sides and 
answers were freely given, and I believe that members of this subcommittee at- 
tempted to hide nothing from us but gave frank and fair answers. I believe 
that our conferences were very beneficial not only to ourselves but also to 
members of the subcommittee, and that members of the subcommittee left 
Washington believing that while this inventory and valuation was quite a large 
undertaking, it could readily be done and brought to an early conclusion, and 
that they would do their utmost to cooperate. 

—_—_——_ —_—_——, Head Valuation Engineer. 


MEETING HELD WITH THE BUREAU OF VALUATION OF THE INTERSTATE COMMERCE 
CoMMISSION, WASHINGTON, D. C., on MArcH 15, 1935—Room 6319 (Mr. C. H. 
SPENCER’S OFFICE IN THE ICC BUILDING 


The meeting was called to order at 9: 30 a. m. 

The following personnel of the Interstate Commerce Commission were pres- 
ent: Messrs. C. H. Spencer, Louis Hood, R. W. Shields, Dibble, Cairns, Thomp- 
son, Patton. 

Mr. Olin Culberson, director, pipeline department, Railroad Commission of 
Texas, was present at this meeting. 

The following representatives of pipeline carriers were also present: R. B. 
McLaughlin, C. M. Rosebrugh, Chas. Bunje, Jr., C. R. Weidner, J. H. Wood, 
F. E. Warterfield, Jr., R. F. Smith, B. P. Sibole, O. Q. Lomax, J. H. Peper, Dr. 
Gordon M. Scott. 

Some questions as to the character of the field notes to be required were 
clarified by a discussion of the notes recently taken in Texas by Mr. Hood and 
his staff. 

Items of small relative cost 

It was stated that the Engineering Section of the Bureau would develop per- 
centage bases to properly cover the fittings and piping of less than 2 inches in 
diameter used generally in connecting up a pumping unit and to properly cover 
other such items of small comparative value. 


Station lines 


Lines of 2 inches in diameter and over on pumping station sites are to be set 
out separately, it being believed the carriers will require this information in 
the future. It is expected these station lines will be shown as in the field notes 
made of the Pure, Texas, and Sinclair-Prairie stations except for the elimina- 
tion of detailing small items which can be covered by the percentage plan. 
Gathering lines 

With reference to the mass of detail involved in making diagrams of the 
gathering lines, especially those extending from the principal branches of the 
gathering system into individual leases and tanks, it was suggested that 
sketches be made in the office and checked by the chaining parties in the field. 
Verification would be made by the Bureau’s fieldmen. 


Main units 


It was explained that the specifications used in ordering an engine or pump 
or other such piece of machinery from the manufacturer would be sufficient 
on the field notes describing the unit providing that it was as usually furnished 
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but that any specialties differing from standard equipment would have to be 
itemized. 


Standard type buildings 


Recognizing that often standard types of buildings such as Ideco or Ready 
Cut cottages are found, it was stated that these might be covered by a brief 
description bearing definite reference to a plan, a copy of which showing the 
details of the building, would be included in the field notes. It would be 
necessary to insert a copy of such a plan only once in the field notes of a 
particular valuation section but if a standard building was referred to in the 
notes of other valuation sections, there should be a copy of the plan in every 
such section. 


Communication system notes 


It was stated that further explanatory data would be furnished the carriers 
to permit them to properly understand the forms furnished for telegraph and 
telephone field notes. It was the thought of the section that this classification 
of equipment could be satisfactorily handled by listing it in detail at a typical 
station and thereafter giving reference to it for similar installations except that 
in the case of wide variations, such would be detailed. 


Chaining notes 


Referring to showing the kind of wire or number of strands of wire in fences 
crossed by the pipelines across the country, it was indicated this detail would 
not be required. It was the Engineering Section’s thought that the notes should 
reflect the number of fences cut. 

Recognizing that various kinds of coating might be on a certain section of line 
it was stated it would be satisfactory to show these in summary form. 

The Engineering Section indicated more or less detail might be shown on the 
chaining notes after consultation and agreement with the Bureau’s fieldmen. 


New order to be issued 


(a) Brief to be submitted before April 1. 

(b) Number of Bureau’s fieldmen and locations. 
(c) Samples of field notes. 

(d) Margins to be left on sheets. 


DECEMBER 7, 1935. 


Subject: Conference with carriers’ committee on the subjects of depreciation, 
depletion, and pricing. 
Memorandum to Mr. Hood: 

Meeting was called at 10 a. m., December 3, 1935, in Director Lewis’ office. 
Matters to be taken up by the Committee were discussed in general. Adjourned 
at 11:30 a.m. to meet at1 p. m. in Mr. Hood’s office. 

Meeting called in Mr. Hood’s office at 1 p.m. The following were present: 


Name, company, and headquarters: 


G. L. Shanks, Shell Pipe Line Corp., St. Louis, Mo. 

C. M. Rosebrugh, Gulf Pipe Line Co., Houston, Tex. 

Harry Moreland, Great Lakes Pipe Line Co., Kansas City, Mo. 

Guy L. Tate, Magnolia Pipe Line Co., Dallas, Tex. 

J. H. Peper, Northern Group Pipe Lines, New York, N. Y. 

O. Q. Lomax, Humble Pipe Line Co., Houston, Tex. 

J. L. Shoemaker, Stanolind Pipe Line Co., Tulsa, Okla. 

R. B. McLaughlin, the Texas Pipe Line Co., Houston, Tex. 

C. R. Weidner, Sinclair Prairie Pipe Line Co., Independence, Kans. 

John B. Hansbury, Interstate Commerce Commission, Washington, D. C. 
John R. Thompson, Interstate Commerce Commission, Washington, D. C. 
Louis Hood, Interstate Commerce Commission, Washington, D. C. 

Carl Gasaway, Interstate Commerce Commission, Washington, D. C. 

R. W. Shields, Interstate Commerce Commission, Washington, D. C. 

It is understood that the members of the committee represent the committee 
only, and are not here acting as representatives of the various companies. 

The meeting opened with a general discussion on the subject of depreciation. 
It was decided that whatever the committee agreed upon could be considered 
as a guide only, and that there was no authority vested in the committee mem- 
bers which would allow them to bind the individual companies. Possibly the 
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only thing that could be agreed upon as far as physical service life is concerned 
would be a range of years. 

In discussing the subject, Mr. Hood explained the general methods used in 
arriving at period prices for application to inventory quantities. First, annual 
prices would be agreed upon, and from a consideration of these annual prices over 
a certain number of years, a period price would be arrived at. This would not 
be a simple or a weighted average of annual prices, but a judgment price devel- 
oped after consideration of the agreed annual prices. Similarly, in developing 
a rate or condition to be applied to determine depreciation, consideration would 
be given to both physical and economic factors affecting the rate and from these 
figures a judgment figure would be arrived at to be used for limiting service 
life. In some cases it might be governed largely by the physical factors, and 
jn others by the economic factors. 

As to the case of a field which was estimated to last 20 years while the physical 
life of pipe was 35 years, it was explained that the cost of salvaging pipe would 
enter into the final determination of the cost new less depreciation; also where 
a field was depleted to such an extent that some lines which had only been in 
a few years were to be taken up, consideration would be given to the item of 
salvage. 

Mr. Rosebrugh raised the question as to how a line which had been taken up 
several times and relaid would be handled. He stated that it was the practice 
of his company when the line was first taken up to retire the original cost and 
to write the line back in when relaid at a depreciated figure. Mr. Weidner stated 
that it was the policy of his company to depreciate a line pipe on an annual rate, 
which rate was based on their best estimate. This did not necessarily give 
consideration to the condition of the individual pipe when relaid. 

Mr. McLaughlin requested that a definition be given of the total service life to 
be recorded in the inventory notes. Mr. Hood agreed that observed obsolescence 
would have to be included and considered in developing the physical service life, 
and stated that it was impossible to get the effect of such obsolescence out of one’s 
mind and that there was no way of making a segregation between it and physical 
life due solely to wear and decay. 

In response to Mr. Weidner’s question as to whether his definition of the service 
life to be recorded as stated in his memorandum to our fieldmen was acceptable 
and in line with what the Bureau wished to have considered, Mr. Hood stated 
that he would advise him on December 4 in regard to that. 

Mr. Tate stated that the service life table he had prepared and submitted to our 
fieldmen was in accordance with Mr. Weidner’s definition. 

In general it was agreed that physical life and observed obsolescence were the 
factors entering into the determination of service life to be recorded in the notes; 
and that the remainder of the factors which should be considered were to be 
discussed fully in the special notes. 

In response to Mr. Rosebrugh’s question as to the manner in which a report 
would be prepared and served, Mr. Hood stated that the first step would be a 
preliminary engineering report showing in detail the various items, condition 
percents, quantities, unit prices, cost of reproduction new, and cost of repro- 
duction less depreciation. The carrier would be allowed a certain length of 
time, probably 30 days, in which to file objections and would come in for an in- 
formal conference. After as many questions as possible were settled, a revised 
report would be issued, this to be one of the bases of the tentative valuation 
report. A tentative valuation report would then be served and the carrier would 
be given a certain length of time in which to issue a formal protest and would be 
permitted to come in for a formal hearing. The carrier would be the one to prove 
the errors in the report, and would possibly be given a chance for oral argument 
if the issues warranted it. 

An engineering report covering a common carrier railroad was brought in and 
gone over in detail. Considerable time was spent in discussing it. Members of 
the committee were given samples of forms 562 and 563. 

The question of idle and standby property was discussed and it was explained 
that the fact that certain property had not been written off the books did not 
govern as to whether that property would appear in the engineering report. Fur- 
ther discussion is to be had with individual companies as to how much standby or 
idle property would be included. 

Adjourned at 3: 30 p. m., to meet at 10 a. m. on December 4, 1935. 

Committee met December 4, 1935, at 10 a. m. in Mr. Hood’s office to continue 
the discussion on the subject of depreciation. 
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Mr. Hood stated that it was not the intention to fix a specific service life at this 
time, and that opinions expressed at this time would be subject to any revision 
necessary at the meeting to be held in January. 

Mr. McLaughlin called attention to the carriers’ statement of service lives 
previously submitted and stated there was fairly close agreement in the figures. 
He asked Mr. Hansbury if his studies had developed anything that would affect 
the service life previously set down for line pipe. Mr. Hansbury stated that he 
thought 3314 years was too short a life. 

Mr. Hood again stated that whatever was talked about or tentatively agreed 
to could be later changed. 

Mr. McLaughlin stated that at the January meeting all would have more def- 
inite views on the subject. He called attention to the slight difference between 
the carriers’ schedule and the Bureau’s figures. 

Mr. Hood asked Mr. Weidner if he disagreed with the 3314 years for line pipe. 

In response to Mr. Tate’s question, “Are these physical lives?’ Mr. Hood stated 
that they were; that this was about all that could be agreed upon now; and that 
other factors would be considered and decided upon later. He stated that when 
we go out in the field all we can put down is what we see, and use our judgment. 
The figures discussed did not include supersession, inadequacy, depletion, et 
cetera. That only general figures were to be recorded, and they did not apply 
to any individual company. 

Mr. Tate asked if the 3314 years for line pipe were an average of trunk and 
gathering lines. Mr. Hood stated that they were. Mr. Tate stated that he 
thought there should be distinction. Mr. McLaughlin stated that the carriers 
all seemed to be in accord that there should be a distinction. Mr. Weidner 
pointed out that in developing service lives for his company he had made a 
distinction. It was Mr. Hood’s opinion that we should deal with the subject 
in a broad manner and should not make a separation between trunk and gather- 
ing pipe. Mr. McLaughlin stated that he was inclined to think that the car- 
riers’ statement of average physical life previously submitted was still the proper 
thing to use. 

In response to Mr. Tate’s question as to whether the Interstate Commerce 
Commission’s field engineers were privileged to discuss and agree on service 
lives for his company, Mr. Hood replied that they were. Mr. Tate stated that 
he had agreed with our field parties on service lives for his company. 

In view of the statement of Mr. Hansbury that the southwestern companies 
had not lived long enough to actually fix service lives, Mr. Rosebrugh asked what 
should be done. Mr. Hood replied that judgment should be used—all sections 
of the country should be gone over, all information secured, and then develop a 
figure. 

Mr. Tate said that his figure for new line pipe was 25 years in gathering 
fields and 40 years in trunk lines, including protective coating. 

It was then generally agreed that a physical service life for new pipe would be 
331% years. 

The question of secondhand and reconditioned pipe was taken up. 

Mr. Peper thought there should be no difference in the life of the wrought- 
iron pipe, and that of steel pipe manufactured after 1900. 

Mr. Tate stated that he had a small amount of wrought-iron pipe in his lines 
and had put the physical life at 45 years. 

Mr. Lomax thought there should be no difference between new and second- 
hand pipe—they should have the same life. 

Mr. Peper raised the question, assuming you had a line in 26 years and it 
was taken up and relaid in a different location using 90 percent of the pipe, 
what would be the life in the second cycle? Would we take 60 percent of the 
new life for the life in the second cycle? No definite conclusions were reached 
in answer to the questions at this time. 

Mr. McLaughlin called attention to the fact that Mr. Weidner had stated there 
should be no difference in the physical service life of new and reconditioned 
secondhand pipe. Mr. Weidner stated that his company has lots of pipe that 
shows little evidence of deterioration, and that from a physical standpoint life 
is the same for reconditioned pipe as for new pipe—the reconditioning restores 
it. 

Mr. Tate said that in arriving at a 40-year life for a new line pipe their gen- 
eral extensive reconditioning program had been taken into consideration. 

Mr. Rosebrugh stated that in his opinion when a line was repaired, say for 
50 to 100 feet, he considered the line was placed in 100 percent operating 
condition. 





CONSENT DECREE PROGRAM—DEPARTMENT OF JUSTICE 683 


Mr. Lomax stated that probably 50 percent of the gathering line pipe is not 
reconditioned. 

Mr. Weidner said he thought that 70 percent of the physical life of new pipe 
should be the figure for secondhand pipe, and that he did not think it necessary 
to make a difference between reconditioned pipe and pipe not reconditioned. 

Mr. Lomax stated that on the average line the pipe would not need recondi- 
tioning. It would be practically as good as new pipe, and that there should be 
no difference in the life of new and secondhand pipe. 

Mr. Peper stated that in the old days they considered the old pipe as good 
as new, and that it would last as long as new under the same conditions. 

Mr. Hood explained that a unit might be in 100 percent operating condition 
but still have a very low condition percent. 

Mr. Peper stated that he thought there should be no difference between re- 
conditioned and new pipe. 

Mr. Tate said that reconditioned pipe should have a life of 90 percent of 
physical life of new pipe, and pipe not reconditioned 75 to 80 percent provided 
we wanted to make a split. He really thought there should be no split. 

Mr. Rosebrugh stated that there should be no distinction between physical 
life of reconditioned secondhand pipe and secondhand pipe not reconditioned, 
and that all reconditioning was for the purpose of bringing it all to the same 
level. 

Mr. Hansbury asked if reconditioning was not to just take care of hot spots. 
The general answer was that this was correct. 

Mr. Weidner stated that physical life of all secondhand pipe was practically 
the same. He also stated that an extensive pipeline can be restored through 
maintenance. 

A general discussion then took place on life to be applied to secondhand pipe. 
It was agreed that a life of 25 years for reconditioned pipe and 20 years for pipe 
not reconditioned was proper. It was likewise agreed that these lives were 
based on a consideration of the 3314 years agreed upon for new pipe. It was 
then agreed that pipeline fittings should follow line pipe. 

Pipeline construction was then discussed. Mr. Hood thought it should follow 
line pipe. Mr. McLaughlin agreed it should, provided that it was indicated 
that this applied in each cycle. Mr. Lomax says it is not depreciable, except 
when the pipe is removed. Mr. Peper says he looks at it as a unit. If confined 
to a cycle, it is all right to have it follow pipe life. Mr. Rosebrugh says physical 
life has nothing to do with it. Mr. McLaughlin said it was intangible, yet his 
company charged it off at a specific rate per year. Mr. Tate said it had no 
relation to physical life. 

The suggestion was made that pipeline construction be passed at this time 
and discussed later. Agreed and done. 

The following were agreed upon for other items: 

Years 
Brick, concrete, and other masonry_____---__-_~- 60 
Sheet iron on steel frame i eas : dian soa nicameaakaten Ieee 35 


Sheet iron on wood frame de ab Nien tens Sdn or bend tose eo ee 30 
Shingle cottages i ison J cmetcian ig oh haa et es ig oe cnet REE Ge ab eat diene 30 
Redi-cut or portable houses y Chiesa ae ee eee OD 
Frame warehouses i «ae 
Tanks: 

Other than bolted, 5,000-barrel and up__- hin dn te ba ca mss GR rk eee ta 25 

(Average bottom—shell—roof ) 
Under 5,000-barrel, riveted or bolted___ dhezihetehasezncm lets PS ER 20 


Meeting December 5, 1985, called at 10 a.m. Messrs. Shoemaker and Moreland 
were not present. 

The first question taken up was the determination of life in the second cycle 
for tanks. 

Mr. Lomax thought that they should not be considered in the second cycle. 
His company treats them as secondhand, when moved. Mr. MeLaughlin asked 
what life would be considered when a new roof was priced on a secondhand tank. 
Mr. Lomax stated that his company has so many tanks which have been moved 
that, under a second cycle plan, they would have a very short life. Tanks and 
registered machinery differ from line pipe in the way they are handled on the 
Humble. Mr. Weidner called attention to the fact that it had been agreed to 
eliminate the second cycle on buildings. Thought it logical to eliminate it on 
large tanks. Thought it would apply to smaller tanks which are moved intact, 
but they are insignificant. 
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Mr. Hood agreed with Mr. Weidner on the buildings and stated that not many 
buildings are moved. For trunkline buildings, Mr. Weidner agreed. Mr. 
Hood stated that many tanks are moved, however, and that they represent a 
large investment. Mr. Lomax advised that many of the Humble Co.’s large 
buildings were moved and that they were carried at original cost on carrier’s 
books, when moved. 

Mr. Peper stated that his company would not reerect an old tank if they 
did not consider it would last as long as a new tank. 

Mr. Tate thought that there were too many complications in the second 
cycle. 

Mr. McLaughlin stated that when the Texas Co. moves a tank, they treat it in 
two cycles. 

Mr. Lomax stated that his company had over 100 tanks which had been re- 
roofed 3 times. 

Mr. Weidner called attention to the new classification which shows a tank as a 
unit. 

(A general discussion of the accounting practice in regard to tanks took 
place at this time. ) 

Mr. Rosebrugh stated that when tanks are moved, his company ordinarily 
put on a new roof and bottom and the cost of these 2 items is about 50 percent 
of the total. He thought that if we did consider a second cycle, the 60 percent was 
too low. Mr. Hood stated that the new roof and bottom would be priced new. 

Mr. Hansbury asked what was the difference in moving tanks and pipe. Mr. 
Tate said that there was no difference. 

Mr. Weidner said that his practice was to charge the expense of retirement 
to retirements of tanks, appraise the value of the shell, and the cost of new 
material and erection. 

The carriers’ committee suggested that the question be passed up. The Bureau’s 
committee thought that it should be left in. Finally agreed to leave in the 
second cycle and call the average life 80 percent of the first cycle. 

After considerable discussion, the following lives were agreed upon : 


Years 
Sa mr II 8s 8 2c 08 2 81 Td on) EE LO ee ere Se ee St 20 
nn ee a ol liVedhadensodbawubvowouaewumboe oS GD 
a I 0 BC 2 oe ee ae 30 
ie tpnienecinn angel npn an tel bong doubesecdnan qoupuaas aoastactinep 25 
Ne nn eh dln imap d onmadibe de iets 25 
arnnInnrT RNEL. OAOR7- S gg 2 9 Ba a ee ee ee a 35 
I a cs ahah cols ahs oe alrtaheslllb cae em ail Oe iain ob emacs boca 15 
Pe PPI os 22 ee eee eh hal gece nay od eset eke 25 
cI sl ha a Sosa cae ieen cit beet eared ow ate te 
I ih Ona A aE EE oe aaa s otic ocean iialtmatasci ous va ere, eines nichsteaoeemsuides 25 
I IN Sigs oh bs a ee De De 5 
a Saal eavcacde aval in carei-ebvas events on-tiue en ohilinaatan ahh Sarg pnna da wee aba 25 


A general discussion of the use of a second cycle for machinery was entered 
into. No definite conclusion reached by the committee as a whole. 


After further discussion, the following lives were agreed to: 


Years 
Nee a al 35 
I est Seer. pee Me ee ect eels she} 20 
SN a cele lala NA ad i ce la a a a Ba 20 
Ie ae ah ora eh ol el ie ek 20 
Nee at a alae i ee a 
ny 2 oreo ee or eta tae a en nbenlt aan dtcaecemnalimaininmacenmaianebecniae ties 50 
aE aia idan tags ni 20 


It was decided to omit the numerous miscellaneous items shown in former 
Bureau schedule. 

Meeting adjourned until 1: 45 p. m. 

Meeting opened at 1: 45 p. m. 


REVISED SCHEDULE OF PHYSICAL LIVES 


Discussion centered about the revised schedule of physical lives. After 
exchange of views, it was decided to substitute the word “guide” for “yard- 
stick.” 

It was suggested that the present schedule was probably incomplete in respect 
to some few items, and Mr. Weidner was appointed by Mr. McLaughlin and Mr. 
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Shields by Mr. Hood to jointly agree on service life of minor omitted items and 
to rewrite the schedule to agree with the figures tentatively agreed to in 
conference. 

PIPELINE CONSTRUCTION 


The carriers vigorously objected to the depreciation of pipeline construction 
following the life of pipe. It was their position that the “pipeline construction” 
items were in 100 percent condition until the pipe was removed or abandoned, at 
which time it depreciated to zero percent. While agreeing generally to the 
facts as presented by the carriers, the Bureau favored a straight line method of 
depreciating but, after some discussion, agreed to cut out the items of depre- 
ciation on pipeline construction and to consider it later with other elements of 
depreciation. ‘The carriers were agreeable to this method of handling. 


SECONDHAND MACHINERY AND TANKS 


In the foregoing session, it was proposed by the carriers that the second 
cycle be eliminated on tanks and machinery. Mr. Thompson agreed with the 
varriers but the suggestion precipitated considerable discussion with wide 
divergence of views, which was continued at the afternoon session, finally indi- 
cating the necessity of defining what secondhand property should be. To clarify 
this situation, Mr. Hood asked each carrier representative to state the accounting 
practice of his company, with the results as follows: 

(1) With the exception of one company, the practice has been to carry 
the cost of tanks and machinery on the books at original cost, regardless of 
the number of places the tanks or machinery may have been used on this 
company. 

(2) Small items sometimes carried at secondhand or depreciated value. 

(3) Because of inability to identify pipes after moving through ware- 
houses or after reconditioning, they have been carried at secondhand or 
depreciated value. 

(4) The practice in respect to handling property purchased from others 
varied. In some instances it was the practice to depreciate it; in others 
to use the same rates of depreciation and the same original cost as from 
the carrier purchased, thus bringing out a situation that where pipe or 
machinery was not moved it would be set out as secondhand or at a de- 
preciated value on the books, yet where tanks or machinery were moved to 
other locations on the carriers’ property they would be carried at original 
cost. Therefore, it was evident that under this practice secondhand property 
could only be “such units of property as have been purchased after having 
been subjected to prior use by other than the accounting carrier or predeces- 
sor pipe line company.” 

Since this definition of secondhand property ignored the reuse of units of 
property on the same carrier, it was the final opinion of the Bureau (Mr. 
Thompson dissenting) that we could not agree with the carriers on the 
elimination of the second cycle since, in theory at least, the same treatment 
should be applied to tanks and machinery as to pipe and because the elimina- 
tion of the second cycle would be contrary to prior decisions laid down by 
the Commission. 

UNIT PRICES 


It was suggested by Mr. Hood that the question of prices would cause very 
little difficulty; that data for pipe, as an example, could be assembled to develop 
proper unit prices at the principal points of manufacture for each of the years 
1929 to 1934, inclusive ; that agreement as to the f. o. b. point prices could not be 
binding on individual carriers; and that no two companies would necessarily 
get the same price on account of difference in freight, or other considerations. 
He stated that in selecting a period price, it would not necessarily be an average 
of the prices that might be agreed upon for the years 1929 to 1934, but would 
be a judgment figure, taking into consideration the trend of prices, looking inte 
the future somewhat, and in line with the views of the various Supreme Court 
decisions in order to arrive at a fair price. 

In response to questions, it was stated that the elements of costs to be con- 
sidered in pipe would be the base price plus freight, the cost of teaming or truck- 
ing to be taken care of in “pipeline construction.” It was also stated that, in 
addition to the carriers’ returns to valuation order No. 26, manufacturers’ 
prices would be considered, as well as other sources of information. In response 
to questions with respect to old equipment not now manufactured, it was sug- 
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gested that the price experience of similar items that were purchased in both 
periods of time should be considered. 


CONDITION PERCENT AND PERCENT OF COST NEW 


Mr. Tate inquired as to the elements to be included in the condition percent, and 
wished to be informed as to the manner of arriving at the percent of cost new. 
Prior minutes of the meeting state that condition percent would give considera- 
tion to physical depreciation and economic factors. 

The derivation of percent of cost new is set out in the following example: 


Assume: 
Ia eternal eeumenenantaleinanan ecaheladilaeseemeatiaaah 90 
Cost new—pipe per ton___-----_----_~- Ss Orbe clbye settable kets Wachee +! ae 
Salvage as secondhand, first cycle (70 percent) _--__-__-_------~-_-~-- $42 


$60 (cost new ) —$42 (salvage) =$18 amount to be depreciated. 
$18 x 90 (condition percent ) =$16.20. 
$42+$16.20=$58.20. 
$58. 2097 percent, or percent of cost new. 
$60. 00 
R. W. SHIELDS. 
JOHN E, HANssBURY. 


On December 7, the meeting opened at 9 a. m 

Mr. McLaughlin called attention to the seventh paragraph on page 7 and 
wished to correct the statement to indicate the opinion of the carrier committee 
that reconditioning was not done to take care of hot spots only. The Bureau 
readily agreed to this. 

At the suggestion of Mr. McLaughlin and after some discussion, the schedule 
of agreed service lives for buildings was changed to read “brick, concrete, and 
other masonry buildings.” 

PRICES—PIPELINE FITTINGS 


It was stated by Mr. Hood that pipeline fittings would be handled similar to 
pipe. 

Mr. Tate wished to know if pipeline practice would generally be followed and 
if so, would it not be necessary to have two different “freight costs” on pipe 
fittings instead of one, as on pipe, since frequently pipe fittings would be secured 
from supply houses in the field. 

Mr. Hood indicated that while we would endeavor to follow pipeline practice, 
we would be governed by the principles of the reproduction theory and that pipe 
fittings would be assumed to reflect but one cost of freight, since the supply 
houses in the field were the result of operating practices not necessarily con- 
trolling in reproduction. 

PIPELINE CONSTRUCTION 


A discussion followed as to the elements included in the pipeline construction 
account, such as unloading at and trucking from railroad sidings, clearing and 
grubbing, trenching, stringing, welding, laying, and backfilling. Mr. Shields 
suggested that pipe in the pipeline construction account could be priced by zones. 
Mr. Weidner was willing to take an average price for his whole system by sizes 
of pipe. Mr. Hansbury stated that an analysis of the data would show that some 
elements of cost would be practically the same for all carriers, whereas other 
elements of cost would vary tremendously. Messrs. Tate and Rosebrugh con- 
curred in this statement. Mr. Hood was agreeable to the system price. 

Mr. Rosebrugh wished to know what considerations we would give to pricing 
parallel lines of pipe where one was constructed under favorable weather condi- 
tions and the other under adverse weather conditions. Mr. Hood stated that 
average conditions would be assumed in reproduction. 

Mr. Shanks thought that we should make a study of labor rates. Mr. Hood 
stated that contract prices would control since they reflect the rates paid for 
labor. 

Mr. McLaughlin then raised the question about the use of company costs and 
contract costs and wished to know if contract costs would prevail. Mr. Hood 
replied that consideration would be given to company costs and that probably we 
would follow carrier experience, unless this experience was out of line. 
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Mr. Tate stated that the labor rates as reflected in the code provisions could 
not be ignored. 

Mr. Shoemaker pointed out that much of the pipe now in service was laid by 
hand, but that present practice is to use machines. It was the opinion of the 
eommittee, however, that machines would be assumed in reproduction, where 
character of construction justified. 

The question of the use of machines in coating pipe was raised by Mr. Shoe- 
maker. Mr. Hansbury stated that only a very small percent is actually coated 
by machine. 

Mr. Weidner questioned the practicability of using machines for threading and 
coupling pipe. 

Mr. Rosebrugh asked if welded pipe would be substituted for screw pipe and 
Mr. Hood said that it would not. 


PIPELINE TERMS 


Mr. Tate wished to know if the terms used in pipeline practice would be used 
by the Bureau. Mr. Hood stated that they would. 

Mr. Tate then inquired as to why we work up our summaries to show acres of 
clearing and grubbing, when pipeline practice is to pay for it by the lineal foot. 
Mr. Hood stated that through this information we could differentiate as to the 
cost of clearing and grubbing for the various carriers since the width and 
eharacter of the clearing might vary. 

All members were agreed as to the desirability of using pipeline terms. 


FICTITIOUS REPORT 


Mr. Shields suggested that a fictitious report be prepared. This suggestion 
met with general agreement and Mr. Hood stated that they would prepare a 
report On an actual property, but not call it by its true name. It was agreed 
that the fictitious report should be in the committee’s hands as soon as possible. 

Mr. McLaughlin proposed that the next meeting be deferred to February 15, 
1936, and that the report be sent out, if possible, by February 1, 1936. 

Mr. Hood agreed to this and further suggested that Messrs. Fulton and Bunje, 
although not on the committee, should also receive copies of the proposed report. 


BUILDINGS 


Mir. Gasaway was called upon by Mr. Hood to explain the method of pricing 
buildings. He stated that each building would be priced separately on the cubic- 
foot basis; that the foundations should be priced separately; and that the 
cubical contents would be the volume between the top of the foundation and the 
ridge 

Mr. Shields expressed his disagrement with the eubic-foot basis and suggested 
that the cost of material f. 0. b. source, plus freight, as well as other phases 
should be considered. 

Mr. Gasaway stated that the cubic-foot price is based on the bill of material 
in our inventory. 

Mr. Hood stated that the cubic-foot price takes into consideration the bill of 
material, cost of material, and other data. 

Mr. Hansbury stated in response to question that he had secured some data 
on building costs during his recent trip. 

Mr. Shields stated that he had secured some data in the field. 

It was the opinion of Mr. Shields that the committee could agree on average 
prices by zones. Mr. Gasaway concurred, if restricted to the superstructure of the 
building, 

TANKS 


Considerable discussion occurred as to the proper unit of pricing for tanks. 
Mr. Shields thought that the weight should be the basis of pricing; Mr. Rose- 
brugh, the cost per barrel of capacity in place. Mr. Hansbury stated that the 
valuation order No. 26 returns showed the unit of purchase to be “each.” 

No decision was reached in this matter. 


DEVELOPMENT OF PRICES——-FITTINGS 


Mr. Shields suggested that the work would be expedited if carriers would each 
agree to work up some prices of pipe fittings, splitting up the work among them- 
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selves in order to avoid duplication of work and unnecessary repetition of price 
requests on various manufacturers. 

Mr. Hansbury suggested that valuation order No. 26 returns already cover 
most of the major items of pipe fittings. 

However, the carrier committee was willing to work up some cost data on 
pipe fittings and agreed to do so. 

The question arose as to what quantities would be used in requesting prices 
from manufacturers. Mr. Lomax suggested that the maximum discount price be 
used, but the general opinion was that the quantities to be reproduced should 
be used. 

Mr. Weidner asked if the basis for pricing would be the same for all carriers. 
Mr. Hood replied that it would, except possibly for small carriers. 

Mr. Thompson stated that he had some “up to date” information on powerplant 
machinery and suggested that a conference with him might reduce the amount 
of work to be done by the carriers. Messrs. Weidner, Lomax, and Rosebrugh 
arranged to discuss the matter further with Mr. Thompson after the close of the 
meeting. 

Mr. Thompson requested that he be furnished with additional studies on the 
cost of installation and drayage, as the information on form 627 was not sufficient. 

Mr. Hansbury stated that he was in need of information concerning the pro- 
duction statistics on many oil pools and asked assistance in securing necessary 
data. Mr. McLaughlin replied that, if he were furnished a list of the pools 
for which data were desired, he would see what could be done in the way of 
securing the information. 

CYCLES OF LIVES 


In response to a request of the carrier committee, there is given the following 
definition : 

“A cycle represents the period of time that a unit of property remains in use in 
the same location. When a unit of property is purchased new and remains in use 
in its original location, it is in the new or first cycle. When, for reasons of in- 
adequacy, the more exacting requirements of traffic, the change in economic condi- 
tions, depletion of the traffic which the unit was designed to transport, or other 
causes, the unit is removed and used in another location, it is called ‘relay’ or 
‘secondhand’ and is considered to be in the second cycle. The determining factor 
in classifying units as between the first and second cycles is generally their use 
in another location, although units purchased from subsidiary companies of a 
system or from other than the accounting carrier or its predecessor company 
are also considered secondhand.” 

The words “secondhand,” “relay,” and “reuse” are synonymous terms in 
valuation. 

The meeting adjourned at 12 noon, with the understanding that it would 
reconvene February 15, 1936. 

JOHN E. HANsBurRY. 


Pree LINE CONFERENCE 
DEPRECIATION AND PRICING COMMITTEE 


The meeting was called to order at 10 a. m., March 2, 1936. The following were 
in attendance: 


1. R. B. McLaughlin, the Texas Pipe Line Co., Houston, Tex. 
C. M. Rosebrugh, Gulf Pipe Line Co., Houston, Tex. 
J.L. Shoemaker, Stanolind Pipe Line Co., Tulsa, Okla. 
O. Q. Lomax, Humble Pipe Line Co., Houston, Tex. 
Guy Tate, Magnolia Pipe Line Co., Dallas, Tex. 
C. R. Weidner, Sinclair Prairie Pipe Line Co., Independence, Kans. 
J. H. Peper, Northern Group Pipe Lines, New York, N. Y. 
G. L. Shanks, Shell Pipe Line Corp., St. Louis, Mo. 

9. A. B. Johnson, The Illinois Pipe Line Co., Findlay, Ohio. 
10. Chas. Bunje, Jr., The Illinois Pipe Line Co., Findlay, Ohio. 
11. Louis Hood, Interstate Commerce Commission, Washington. 
12. Carl Gasaway, Interstate Commerce Commission, Washington. 
13. J. E. Hansbury, Interstate Commerce Commission, Washington. 
14. J. R. Thompson, Interstate Commerce Commission, Washington. 
15. C. H. Spencer, Interstate Commerce Commission, Washington. 
16. R. W. Shields, Interstate Commerce Commission, Washington. 
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The first subject taken up was a discussion of the fictitious A B C Pipe Line 
Co. report. Mr. Weidner reviewed the various comments of the carriers on the 
report. He stated that the comments were more in the nature of questions than 
criticisms. 


Question No. 1 

Does the condition percent shown in the report refer to physical service life 
or total service life? 

Mr. Hood advised that it referred to total service life. 


Question No. 2 

What consideration was given to the type of maintenance in developing the 
condition percent? 

Mr. Hood stated that as far as the sample report was concerned probably no 
consideration, as the report was merely developed to show the proposed form 
and to give the carriers an idea of the manner in which various items would 
be described. The remainder of the information was filled in merely to make 
the report complete. 

Mr. Hood stated in his opinion and as a general proposition no maintenance 
would be considered above normal. 

Mr. Weidner thought there were examples of advanced maintenance, and cited 
the program of reconditioning undertaken by Mr. Tate’s line, the Magnolia. The 
common practice is to do a certain amount of reconditioning each year, and to 
go over the entire line as the Magnolia has done would be considered advanced 
maintenance. 

Mr. Hansbury’s idea was that it should not be allowed as a factor. 

The general conclusion reached was that a normal condition of maintenance 
would be considered. 


Question No. 3 

What basis will be used for scrap—the end of total service life, or the end of 
physical life? 

Mr. Hood stated that the condition percent shown in the report would be what 
would govern. He also stated that certain changes in the A B C report would 
be made—cutting out the new to secondhand items and depreciating them to 
scrap. 

Question No. 4 

Where on page 12, account 158, is scrap taken into account? 

Mr. Thompson stated that while under most conditions the scrap would affect 
the percent of cost new column, in this case it was so low that it failed to do so. 

At this point, it was suggested by Mr. Weidner that carrier’s register number 
or manufacturer’s number be shown on items to assist in identifying them. Mr. 
Thompson stated that this would be done. 


Question No. 5 

Will each piece of property be assigned a separate service life, or will they be 
grouped ? 

Mr. Hood stated that major items would be shown separately. 


Question No. 6 

Referring to oil tanks, what service life was used and what salvage value was 
taken into consideration? 

At this point, Mr. Spencer stated that what was in the report should not be 
taken as facts. 

Mr. Gasaway stated that the tank shown was depreciated to a salvage value, 
and the $3 per net ton, shown in the introduction to the report, was not used. 
Question No. 7 

On page 13, what does the abbreviation “f. s.”” mean? 

Mr. Thompson stated this referred to “field sheet.” 

This completed the list of questions as prepared by the carriers. 

Mr. Hood then took up the question of changes which the Bureau proposed 
to make in the A B C report. In order to make these suggested changes com- 
plete, the minutes of the conference of February 6, wherein these changes were 
discussed, are attached. 

On page 2, under the heading of “Salvage as Scrap,” Mr. Hood stated that the 
heading might not be applicable to all companies under all conditions, but could be 
varied to suit conditions. 
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Mr. Tate asked why on page 6 the installation of secondhand pipe was shown 
separate. Mr. Hood stated that it was for the purpose of giving a complete 
story. 

Mr. Lomax stated there were other items to be considered, and thought that 
stringing should be set out separately. 

Mr. Weidner stated that in recent years many of their jobs were turnkey 
contracts. 

Mr. Lomax and Mr. Bunje both throught that stringing would vary consid- 
ably. 

Mr. Lomax stated that on his company new contracts are generally broken 
down, and that this would be more true in the future. He suggested that in- 
stallation costs be broken down as follows: 

1. Unloading and hauling 
Stringing 
Ditching 
Welding and connecting 
Lowering and backfilling 
Testing 
Cleaning up right-of-way 

Mr. Spencer pointed out that if they were broken down, in the future in re- 
porting additions that carrier would be obliged to report them in the same 
manner. 

Mr. Weidner thought that the question of showing separate items all depended 
on the accuracy with which the reports are to be checked by the carriers. He 
stated that if we could agree, he would prefer one composite price. 

Mr. McLaughlin stated that he preferred to keep the item of lowering in its 
present position in the report, and think it lines up better with the way the 
work was done. 

Mr. Hood stated that the revised changes would stand. 

Mr. McLaughlin said he thought the percent allowed for engineering on page 
24 was too low. 

Mr. Bunje said he thought a list of abbreviations shown in the report should be 
furnished. 

Mr. McLaughlin asked about damages during construction. He said they 
should be indicated and thrown in one or the other of the items of installation. 
Mr. Hood stated this would be done. 

Mr. Tate said he thought the Interstate Commerce Commission would want to 
have damages indicated. 

Mr. McLaughlin said that damages occurring prior to or shortly after operation 
began should be included. 

Mr. Hood stated that the assumption of average conditions would be made. 

Mr. Hansbury stated that the contract takes these things into consideration. 

Mr. McLaughlin stated that rainy weather conditions would ordinarily be 
considered in hauling costs. 

Mr. Hood then stated that items would be depreciated from new to scrap and 
from secondhand to scrap with no intermediate step. 

Mr. Shoemaker and Mr. Tate agreed. 

Mr. Weidner stated that he thought it would depend on what value was put 
on the scrap or salvage. He stated that if pipe was removed after 5 years, it 
would probably have a higher value than pipe that was in the ground 30 years. 

Mr. McLaughlin stated that if a line was in service for a considerable number 
of years it would have a scrap value only. 

Mr. Lomax then asked if the physical service life was 40 years and the economic 
life was 10 years, how would the salvage value be affected at the end of 10 
years? 

The meeting adjourned at 12 m. to meet at 2 p. m. 

The meeting was called to order at 2 p. m. 

The question of scrap and salvage values, which had been discussed in the 
morning, was continued. 

Mr. Lomax stated that ordinarily it would be more economical to take up 
pipe in their lines for use elsewhere than to buy secondhand pipe from a dealer. 

Mr. Rosebrugh brought up the question as to how a line, which had been in 5 
years and had an agreed physical life of 40 years but when all factors were 
considered had only an economic life of 10 additional years, would be considered. 
Mr. Hood stated that the final condition percent figure would be a judgment 
figure. 
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Mr. Hansbury stated that under a hypothetical case, where present age is 5 
years, the estimated total physical life 40 years, and the economical life 10 addi- 
tional years, the procedure would be to allow a condition percent of thirty-five- 
fortieths of 100 percent on the pipe but to allow only an additional life of 10 
years on pipeline construction, giving pipeline construction a condition percent 
of 67. 

Mr. Weidner says that he has been advised by his legal department that there 
are certain requirements which force them to take up the pipe when the line is 
abandoned. Mr. Hood disagreed with Mr. Weidner on the necessity of removing 
the pipe. 

Mr. Weidner stated that accounting depreciation would not line up with 
valuation depreciation if retirements were not allowed. Mr. Hansbury stated 
the Bureau would use net salvage values. Mr. Hood stated that exhaustion of 
the field would have to be taken into account. 

Considerable discussion then took place as to the proper manner of reflecting 
the remaining factors of depreciation, such as supersession, depletion, exhaustion 
of traffic, et cetera. 

Mr. Weidner pointed out that salvage value was being assumed to be in direct 
proportion to age and that this is not according to facts. 

Mr. Rosebrugh stated that after years of service pipe can be taken up and 
85 percent used in high pressure service, and that it costs less than to buy it from 
a secondhand dealer. 

Mr. Thompson suggested that we go back to the question of physical life, and 
discuss the salvage value at the end of that life. 

The question was asked of each member as to his opinion of the net scrap 
when physical life was exhausted. The consensus of opinion was that the figure 
would be zero. The question, being somewhat ambiguous, was then asked as 
follows: 

“What will be the net scrap value at 1929-34 prices when the end of the esti- 
mated physical service life as placed in the inventory notes is reached?” 

The consensus of opinion was that it would average about $2 per net ton for 
pipe, machinery, and tanks only; also, that when depletion enters into the 
picture, the scrap or salvage would be $2 per net ton or more. 

Mr. Hood then asked what effect, if any, depletion, decline of traffic, super- 
session, et cetera would have on our agreed physical service lives. 

Mr. McLaughlin stated that it would lower them, and that there were only 
two lines in his system where physical lives would govern. 

Mr. Rosebrugh said it would have a tendency to lower the figure. 

Mr. Hansbury stated that so far as trunklines were concerned it would have 
very little effect. As to gathering lines it would have some considerable effect. 
He stated he thought the question could be settled by developing field life for 
each field, and that it would cut the physical life 15 percent for gathering fields. 

Mr. McLaughlin said he could not at this time express it in percent, but that 
it would have considerable effect. 

Mr. Rosebrugh stated that his company had a large turnover of pipe—about 
once every 12 years; that his company entered the Orange Field in 1921, and 
pulled out in 1936. 

Mr. Weidner stated that a 15-percent reduction in physical lives for gathering 
fields was too low, and thought it would be around 50 percent. 

Mr. Tate stated that he had made no computations, but that it would be from 
15 percent up. 

Mr. Peper stated that conditions on his lines were different than the southwest 
companies; that they had entered certain fields in 1880, the peak production oc- 
curred in 1928, and that the average age of the pipe in the field was only 17 years. 
So far as concerns trunklines, it was purely a matter of estimating whether some- 
one else would take the business away. 

Mr. Shanks stated that economic factors would entirely govern, and that 
gathering-line life would be cut up to 100 percent and trunkline life approxi- 
mately 35 to 50 percent. 

Mr. Hood stated that he did not think these other elements would affect 
our physical lives. 

Mr. Lomax asked if factors which had come to light since date of valuation 
should be considered. Mr. Hood stated that they should be. 

Mr. Shanks asked what Mr. Hood méant by supersession. Mr. Hood stated 
that it meant to supersede by an improvement. 
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Mr. Tate said that for valuation purposes a report should be set up considering 
only physical lives. Other elements should be considered only in a report deal- 
ing in recovery of capital. 

Mr. Peper asked if we had considered these other elements in our railroad 
reports. Mr. Hood stated we did not consider exhaustion of traffic. 

Mr. Lomax stated that as time goes on the facts would show up and develop 
many of the things under dicussion. 

Mr. Hood stated he thought we should say that physical life is the thing that 
governs. 

Mr. Tate said that physical lives should be the things that govern in a valua- 
tion report, and that the other elements might be considered in determining 
value. 

Meeting adjourned at 4:10 p. m. 

The meeting opened on Tuesday March 3, 1936, at 9:30 a. m. There were 
present at the conference the same personnel as on Monday, with the exception 
of Mr. Spencer and Mr. Bunje. 

The minutes of the previous day’s meeting were reviewed and no important 
exception was taken to same, although Mr. McLaughlin called attention to our 
allowance of 100-percent condition for engineering on trunklines and a less than 
100 or depreciated condition percent for gathering fields. Mr. Hood explained 
that while on railroad valuations we allowed a condition percent of 100 for 
engineering, the situation on pipelines was different. He felt that trunklines 
were generally permanent, although there might be exceptions, whereas the 
gathering fields eventually would pass out of the picture. 

The question was also raised about interest during construction and general 
expenditures. Mr. Hood replied that they would be depreciated. 

Mr. Hood then asked if the committee were going along with the Bureau on 
this treatment of the subject. After some discussion, Mr. McLaughlin replied 
in the affirmative. 

Mr. Hood stated that in his opinion the engineering report should show 
physical depreciation and other elements of depreciation, such as obsolescence, 
inadequacy, depletion, supersession, and asked if any present had any other ideas. 

Mr. McLaughlin replied that the first aim of a reproduction less depreciation 
estimate is to find the value of the physical property. 

Mr. Hood disagreed, stating that the aim was to find the cost of reproduction 
as of 1934 based on depreciation as of same date and taking into consideration 
not only physical life but all elements of depreciation; that our answer must 
be in line with what Mr. Bunten of the Bureau of Accounts uses; that our 
field notes now showed the physical lives and he would like an expression from 
those present as to the extent that physical depreciation should be lowered to take 
into consideration the effect of depletion or the exhaustion of traffic and other 
elements of depreciation. He stated that Mr. Hansbury yesterday said that there 
was very little adjustment necessary for trunklines but that on gathering field 
lines the average for the country to be applied to all items of property would 
be approximately 15 percent. Mr. Hood personally was of the opinion that no 
adjustment of the physical life was necessary to take depletion into consideration. 

Before further opinions could be secured, discussion was precipitated con- 
cerning manner of setting depreciation out in the engineering report. Mr. 
McLaughlin wanted the report to show physical depreciation separate from 
other elements. Mr. Tate agreed, stating we should not anticipate the future, 
that depletion would be extremely important in the case of buildings with a 
physical life of 66 years, that the value of these buildings should not be 
discounted at the present time since they had not suffered any loss of capacity 
for service. 

Mr. Weidner disagreed with Mr. Tate. He stated he would like to see 
engineering report separate factors of depreciation but doesn’t think it could 
be done and that, therefore, one factor should be used to cover all elements of 
depreciation. 

Mr. McLaughlin thought the factors should be considered separately ; that is, 
one column in the report to show the effect of physical depreciation, another 
one to show the effect of depletion, et cetera. 

Mr. Hood said that only one column would be shown for depreciation in the 
engineering report covering all elements, that the carrier could determine 
what the effect of the elements other than physical depreciation was since there 
was an agreement as to physical lives in the field notes. He was of the opinion 
that physical life, for all practical purposes, was controlling and that all that 
was necessary was for them to agree to use the physical lives for service lives, 
stating that all other elements of depreciation had been considered. 
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Mr. Tate and Mr. McLaughlin still thought that depletion should be kept out 
of the engineering report and the Commission allowed to handle it separately. 
There was agreement among committee members, however, that the Bureau 
representatives were in a far better position and had more data to support 
them than the Commission, the Bureau of Accounts, or the Bureau of Internal 
Revenue. 

Mr. Weidner stated that the principles of valuation should be the same in 
all cases and he wished a rate fixed which could be used in valuation for the 
Bureau of Accounts, for the Internal Revenue, or for State tax officials. 

Mr. McLaughlin asked to have furnished the Commission’s definition of 
depreciation. Mr. Shields then read from pages 47, 48, and 51 of the Texas 
Midland, volume 75, ICC, indicating that the Commission considered exhaustion 
of capacity to serve, including functional as well as physical depreciation. 

Mr. Thompson pointed out that the Bureau of Internal Revenue considers 
retirements as well as depreciation, and their rate would, therefore, be on a 
different basis than that of the Bureau of Valuation. Mr. Shields thought 
that they (Bureau of Internal Revenue) also considered amortization. Mr. 
Hood disagreed, stating that, in his opinion, they just sat across a table from 
one another and compromised, as they had no data on which to base an opinion. 

Mr. Hood then asked what companies wished to sit across the table, discuss 
and agree upon the reduction, if any, to be applied to physical lives to take 
into consideration depletion and all other elements of depreciation. 

Mr. McLaughlin stated he would be glad to confer at Houston but was not 
in a position to discuss the question now. 

Mr. Weidner agreed to be the first to discuss this subject. Mr. Rosebrugh 
also agreed to discuss the matter. Both Mr. Lomax and Mr. Shanks agreed 
to discuss the subject but were not in a position to agree. The general expres- 
sion of the committee was that they didn’t know. 

Mr. McLaughlin inquired if we intended to consider condition on each indi- 
vidual line. Mr. Hood stated we would probably pass up small pools and treat 
the Texas Co. as a whole. Mr. Hansbury suggested that major fields could 
be considered individually but a composite percentage could be determined on 
for the company as a whole. 

Mr. Rosebrugh stated that, as he understood it, all new property would be 
depreciated to scrap and all secondhand property to scrap, so that, in effect, 
all property would be brought to scrap. 

Mr. Shields inquired how salvage or scrap value would be determined if 
exhaustion of field (or depletion) reduced the total service life to a figure less 
than the physical life reported in the notes. He stated that we should take 
into consideration conditions of the property at a certain time. 

Mr. Thompson said that some property has value at end of depletion. As, for 
example, assume machinery in place cost $10,000, of which $2,000 was drayage, 
$1,000 foundations, and $1,000 installation. Only the machines would have any 
salvage value at end of service life, including depletion. He thought the physical 
life should go to scrap and service life affected by depletion should go to salvage. 

Mr. Hansbury said he thought there was confusion and misunderstanding of 
what was proposed. It was not contemplated that the physical life of pipe 
should be depreciated to scrap at the end of the service life, but that it should be 
given a salvage value based on its condition percent; that this value would be 
determined by applying the condition percent to the difference between the cost 
new of pipe and a limiting value of $2 as scrap. The cost of recovery would also 
be deducted from the salvage so determined. 


PRICES 
Accounts 1038 and 158, line pipe 


Mr. Hood stated that there should be agreement as to the annual prices f. o. b. 
the mills or point of origin; that the agreement should cover the different sizes 
of pipe; that these prices would be determined from the returns to valuation 
order No, 26 and manufacturers’ quotations; that to these prices would be added 
freight and cost of necessary inspection. 

Mr. McLaughlin inquired if cost of enamel would be included. 

Mr. Lomax stated that this was not an extra cost if shop coat, but if applied 
in the field, was taken care of in account 155, pipeline construction. 

Mr. Shields stated that we would proceed with the collection of data and would 
submit results for approval, and asked if carrier representatives had any data 
prepared, to submit same as soon as possible. 
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Mr. Feper stated that he had record of prices and changes from April 1928, to 
date. 

Mr. Hood suggested that the committee appoint several men (one a mechanical, 
one a structural, and one a pipeline man) to assist the Bureau in collecting and 
interpreting the data. 

The committee were unanimous in their expression of confidence in the accu- 
racy and good faith of the representatives of the Bureau but were reluctant to 
assign any members to work at Washington, due to the unavailability of good 
men for the several weeks which Mr. Shields estimated the study would take. 

Mr. Shields thought the experience with the railroads justified the expectation 
that in the end it would be least expensive. 

Mr. Tate suggested that the Bureau submit a schedule of prices, in a manner 
similar to the sample report, and they would accept them where they were rea- 
sonable. Where they thought prices were in error, they would send a competent 
man to Washington to discuss them. 

Mr. Hood inquired of what companies the various carriers purchased their 
pipe. 

Mr. Rosebrugh said from the National Tube Co., Pittsburgh, Pa., and also from 
their Lorain, Ohio, plant. 

Mr. McLaughlin said from the A. O. Smith Co., Youngstown Sheet & Tube Co., 
Republic Steel Corp., and Spang Chalfont. 

Mr. Lomax said from the same sources and also from the Bethlehem Steel Co. 
and from Jones & Laughlin Steel Corp. 

Mr. Tate said from Republic Steel Corp., A. O. Smith Co., and Jones & Laugh- 
lin Steel Corp. 

Mr. Weidner said from the same sources as Mr. Tate. 

Mr. Peper said from National Tube Co. at McKeesport, Lorain, and Gary. 
Some old pipe not now manufactured. 

Mr. Shanks said from National Tube Co. and from Youngstown Sheet & 
Tube Co. 

Mr. Johnson said from the National Tube Co., Jones & Laughlin Steel Corp., 
and others. 

In response to question by Mr. Shields, Mr. McLaughlin promised to furnish 
quotations on all types of pipe from 2-inch to 20-inch. 


Accounts 104 and 154, line pipe fittings 

After some discussion, Mr. Shields promised to furnish Mr. McLaughlin with 
a list of items for which the manufacturers’ quotations could be furnished. It 
was thought that the National Sunply could be used for nipples, ells, and tees, 
and the Continental and National Tube for the other items. 


Accounts 105 and 155, pipeline construction 

It was thought that the data in valuation order No. 26 returns was sufficient 
on which to base a price. It was suggested that agreement be secured for gen- 
eral prices, as it would facilitate agreements with individual carriers. 

Mr. Hansbury stated he was ready to discuss prices but committee members 
were not ready. 


Account 156, buildings 

Mr. Gasaway stated that there was very little information available as yet on 
buildings. He said that the cost of material f. 0. b., plus the freight and labor, 
would be included in the price. 

In response to question by Mr. Hansbury, Mr. Gasaway stated contract data 
also would be considered. 

Mr. Tate suggested that original cost information had been furnished by all 
earriers to Mr. Lacey and that there was sufficient information on these forms 
so that the structures could be identified with the field notes. 

Mr. Gasaway was instructed to investigate these data. 

Meeting adjourned at 12 noon. 

The meeting reconvened at 1:35 p. m. with the same personnel present and, 
in addition, Mr. Spencer participated in the later discussions. 


Account 157, boilers 

Mr. Thompson stated that comments for account 157 would apply also to ac- 
counts 158 and 159. The cost at the f. o. b. point during the period considered 
would be used, to which prices would be added freight, drayage, foundation exea- 
vation, and installation. On the form 627 the data were sufficient for many 
items. However, there were many items inventoried for which there were no 
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satisfactory cost data as these items are not now manufactured. These costs 
would be ascertained by studying trend of prices of similar machinery items 
over 2 period of years, including the year in which the items (not now manu- 
factured) were purchased. In this manner a yearly relationship of prices could 
be established and applied to the original cost as of any year to determine a 
reasonable price as of the period for which prices are desired, namely, 1929-34. 
It would not be necessary to make this study for each item as similar items 
could be grouped. 

Mr. Hood thought it would be desirable to have some man appointed by the 
committee to jointly make this study. 

Mr. Thompson thought a freight study should be made, selecting some central 
point for each property and securing the carload rate to such points. After 
some discussion it was agreed that in some cases less than carload rate should be 
used. 

Mr. Thompson thought the drayage costs as shown on form 627 were in- 
definite and uncertain due to arbitrary breakdown. He suggested that the com- 
mittee make a study, for reproduction purposes, from their own experiences in 
respect to haul, character of roads and bridges, and types of trucks used. For 
the purposes of this study, the items of property in these accounts should be 
grouped by comparable weights. Installations should also be studied by the 
committee, grouping items by weight. The excavation should be described as to 
kind; that is, wet, dry, common, loose rock, or solid rock. Structural prices 
would be used for the excavation, masonry, piling and timber in the foundations. 
Mr. McLaughlin stated that character of drayage and haulage were described in 
special notes, but Thompson pointed out that the costs were not in the special 
notes. 

Mr. Shanks asked if, in connection with large pumps bought years ago, it 
would be proper to use a manufacturer’s quotation for cost today. Mr. 
Thompson stated that he was not favorable to such data; that the manufac- 
turer would make an estimate, but as he was not now equipped to construct 
such equipment, his estimate necessarily would be prohibitive since he would 
have to figure on patterns and machinery. 

Mr. Hood again stated that the committee should appoint three men for the 
mechanical, structural, and pipeline accounts, and that while prices agreed to 
might not apply to any individual company, they would serve as a guide in a 
manner similar to that in which the service life schedule was used. 

Mr. McLaughlin stated that he wanted to cooperate, but thought agreement 
could be reached without sending men to Washington. Only wished a fair 
value. Suggested that various groups submit tentative prices and he would 
appoint a committee to go into them. He did not think it necessary to have 
men come to Washington to make a detailed check. 

Mr. Hood then stated that he needed help from the committee, and Mr. Tate 
suggested that the Bureau take a longer time since he was in no hurry for the 
valuation. 

Mr. Hood stated that carrier would have 30 days after preliminary report was 
served, in which to point out appreciable errors, and in response to question he 
further stated that this was not the 30 days referred to in the act; that the 
preliminary report would be similar to the sample A B C report. He again 
stated that it would expedite proceedings if committee would send three men 
here. 

Mr. Rosebrugh stated that there are only a few important items, such as the 
pipe, pumping machinery, and tanks, in pipeline valuations. 

Mr. Peper suggested that for pipeline fittings a percentage of the pipe cost 
be used. Mr. Tate suggested that a percentage could be determined from the 
original cost. Mr. Hansbury stated that he was in favor of developing a per- 
centage based on the actual relationship to pipe cost on some typical section, 
if we could meet the desire to have a detailed report to start with and also 
meet the requirement of Valuation Order No. 3. 

After some discussion, Mr. Hood stated that we would make the first report 
in detail in line with detail in field notes and then decide on some short cuts, 
later using a percentage factor. 

In response to questions Mr. Hood stated that Valuation Order No. 3 required 
the reporting of additions and betterments; that if a tank were moved from 
one location and placed in another, the tank would be retired in the first instance 
and shown as an addition in the new location. 

In response to question by Mr. Rosebrugh as to the necessary description and 
reference to field notes, Mr. Hansbury stated that proper description for pricing 
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should be reported, and Mr. Gasaway said that references to field inventory 
would be helpful. 

In reply to question by Mr. Lomax, Mr. Hood stated that the original field 
notes were not used for reporting under Valuation Order No. 3, but that certain 
forms were used for that purpose. 

In connection with account 160, it was stated that the conditions in that 
account were different from those in account 154, but it was thought that some 
percentage rate could be developed eventually for the minor items. Mr. 
McLaughlin suggested that for installations a percentage to the cost of the 
material could be developed. 


Account 160, other station equipment 

Items in this account are to be handled similar to accounts 157, 158, and 159. 
Other items similar to pipeline fittings will be priced considering bill of mate- 
rial and installation estimated on the basis of the number of connections. 


Account 161, oil tanks 

Bureau had previously decided to price oil tanks each. Mr. Gasaway sug- 
gested that the weight be put on the engineering report sheets. There was no 
objection to this suggestion, since weights were generally shown both in the 
field notes and on returns to Valuation Order No. 26. 

Mr. Hood stated that the price of appurtenances would be included in the 
price of the tanks; that the cost of appurtenances, however, would be developed 
initially in study separately from the tanks. 


Account 162, delivery facilities 
Mr. Thompson stated that in pricing we would use bill of material. 


Account 168, communication systems 
Not considered necessary to discuss this account in detail. 


Account 164, office furniture and equipment 
Account 165, vehicles and other work equipment 
Not considered necessary to discuss in detail. 


Account 166, other property 

Mr. Hood asked for expressions of opinion as to the adequacy of the 114 percent 
for engineering. The general answer was that very little thought had been given 
to the subject. Mr. McLaughlin proposed now to have the matter investigated 
and secure individual expressions of opinion. Mr. Weidner thought it looked 
about right. Mr. Tate stated that it was lower than usually used in pipeline valu- 
ations. Mr. Peper, while he had no figures, thought it was low. Mr. Rose- 
brugh thought it was about right. Mr. Shields was in accord with the 114 per- 
cent. Mr. Hansbury stated that there was plenty of support for the figure of 144 
percent. 

Mr. Hood asked similar questions in respect to the 11%4 percent allowed for 
general expenditures. None of the carrier members of the committee cared to 
express an opinion, stating that they had been more interested in the form of the 
sample report than in the adequacy of the percentages used. 

Expressions of opinion were asked by Mr. Hood in respect to the 6 percent 
allowed for interest during construction for 2 months in the sample report. Mr. 
Lomax stated that interest should run for a longer time than the duration of the 
construction period ; that 30 to 40 percent of the money would be spent for equip- 
ment and supplies right at the start. Mr. Weidner thought the 6 percent used 
was ample if applied to a proper construction period. Mr. McLaughlin thought 
the actual construction period insufficient as all the material would have to start 
coming at once. Both Messrs. Tate and Lomax indicated that the construction 
period stated in the field notes contemplated that all material would be on the 
ground. Mr. Spencer stated that on a large system it would not be necessary to 
ship all material at once. 

In response to Mr. Hood’s question as to what percentage should be added to the 
actual construction period assumed in order to reflect conditions mentioned in the 
discussion, Mr. Lomax stated “25 percent’; Mr. Tate, “not a great deal”; Mr. 
Weidner, “15 percent” ; Mr. Peper, “25 percent” ; Mr. Rosebrugh, ‘‘no allowance” ; 
Mr. Johnson, “25 percent”; and Mr. Shields, “no change in present report.” 

Mr. Hood then stated that the term “construction period” is a misnomer; 
that whit is meant is an interest-bearing period. He stated that no specific per- 
centage Would be added to the construction period, but that if it were assumed that 
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2 months is a proper length of time for the construction of a line, then a slightly 
large figure would be used to which to apply the 6 percent. 
The meeting then adjourned until 2 p. m. Wednesday. 
JOHN BE. HANSBURY. 


Meeting was called to order on March 4, 1936, at 2 p.m. Mr. Naylor, of the 
Gulf Pipe Line Co., and Messrs. Bunje and Gompf, of the Illinois Pipe Line Co., 
were present. 

A review of the minutes of the preceding days was made, and the following 
changes agreed upon: 

Page 8, paragraph 4, last sentence: The word “whether” should be substituted 
for “when.” 

Next paragraph (Mr. Shank’s statement) : Should insert “up to” between 
“eut” and “100 percent,” and between “life” and “35” insert “approxi- 
mately.” 

In next to last paragraph : Last word “value” should be “capital.” 

Page 12, paragraph 2, second sentence: “Depletion” should be “depreciation.” 

Page 13, paragraph 38, to be stricken. 

"age 14, paragraph 4, last sentence: After “prices” insert “to the committee 
for consideration.” 

Page 17, paragraph 1: “Patents” should be “patterns.” 

Page 19, account 166: “Pipeline valuation” should be “other valuation.” 

No other corrections. 

Mr. McLaughlin stated the committee had nothing else to bring up at this 
meeting. 

Mr. Hood stated he had nothing more unless carriers were ready to discuss 
prices. Asked when the committee would want to meet again, and what subjects 
would be considered. 

Mr. McLaughlin said next meeting should be confined to a discussion of prices 
for the country as a whole, and he would set a date when Mr. Hood came to 
Houston. 

Considerable discussion then took place as to the possibility of agreeing, at this 
time, on the question of prices. 

Mr. McLaughlin says he thinks the pricing data should be collected and 
presented to the carriers for criticicm. 

Mr. Hood stated he thought the carriers should send three men to sit in with 
the Bureau’s forces and come to an agreement on prices. Thinks this would 
speed the work up. 

Mr. Hood said he thought it would be better not to have any more committee 
meetings; but prepare reports, and then talk to individual companies regarding 
prices for their particular companies. 

Mr. McLaughlin was not willing to agree at this time that this would be the 
proper procedure. 

Mr. Hood asked Mr. McLaughlin to state on April 1 as to what procedure 
would be followed in the future. Mr. Hood also stated that he would be in 
Houston on April 1. 

Mr. Tate asked what would be discussed at the conference in Dallas in April. 

Mr. Hood stated that he would like to talk about depreciation, depletion, and 
prices. 

In pricing line pipe, Mr. Weidner suggested that returns to valuation order 
No. 26 be analyzed—specifically— a curve plotted, and the data submitted to the 
committee, and they would either agree or disagree on the judgment figure 
developed. 

Mr. Hood stated this is the thing he wanted the carriers to appoint a man to 
sit in on. 

Meeting adjourned at 3:52 p. m. 

WASHINGTON, D. C. 


: May 14, 1936. 
Subject : Conference with pipeline carriers’ committee on pricing. 
Memorandum to Mr. Hood. 

The meeting convened at 10 a. m. on Monday, May 11, 1936. 
The following were present, representing the pipeline carriers’ committee: 
Naine and company: 
R. B. McLaughlin, the Texas Pipe Line Co. 
C. H. Gompf, the Illinois Pipe Line Co. 
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L. B. Morgan, the Illinois Pipe Line Co. 

J. L. Shoemaker, Stanolind Pipe Line Co. 

D. C. Brown, Stanolind Pipe Line Co. 

G. L. Tate, Magnolia Pipe Line Co. 

C. R. Weidner, Sinclair Prairie Pipe Line Co. 
J. H. Peper, Northern Group of Pipe Lines. 
©. M. Rosebrugh, Gulf Pipe Line Co. 

G. L. Shanks, Shell Pipe Line Corp. 

O. Q. Lomax, Humble Pipe Line Co. 


Bureau representatives present were Messrs. Louis Hood, J. R. Thompson, 
J. E. Hansbury, F. E. Wiles, D. P. Thompson, R. W. Patton, M. J. Cairns, F. P. 
Cahill, C. W. Gasaway, F A. McCarty, and R. W. Shields. 

It was agreed that the carrier committee whould be broken up into groups and 
work with the Bureau representatives, as follows: 


Carrier Bureau 





3; H. Peper 
i\C, R. Weidner 


R. W. Shields. 


F. A. McCarty. 


1. Pipe and fittings. ae 


2. Pipeline construction. ._...._.-- - o==20 1S L Ton wrnee. avi 7 : tea 
|{O. Q. Lomax..-_- M. J. Cairns. 
3. Machinery and equipment__- ‘ 7D. C. Brown... .-| J. R. Thompson, 
iy. IL, Shoemaker. - --. 
|/G. L. Shanks aaveilt de cs eels 
Ty EE « Stoncotaseuiene nenecns C. H. Gompf ..| C. W. Gasaway 


ILL. B. Morgan____----- 
Di AON sg sitesi ests is dass it inl te nena -| W. E, MeLaughlin...| R. W. Patton. 
D. P. Thom}; son. 


Mr. R. B. McLaughlin was not to sit in continuously with any one group, but 
was to participate in all the conferences. 

Mr. Hood stated that he had a good idea of how we want to go about pricing, but 
asked Mr. McLaughlin for suggestions as to any principles he had in mind. Mr. 
McLaughlin said that he had no particular thought as to principles, but that 
by getting into details, we would work out the matters. Prices are to be devel- 
oped from valuation order No. 26 returns and the carriers’ men will attempt to 
agree on these prices. 

Mr. Hood reminded Mr. McLaughlin that he had previously asked for three 
ment to sit in prior to the meeting, in connection with the collection of data and 
development of the unit prices. 

Mr. Hood stated that all annual pirces, including 1936, would be considered. 
Also stated that the principal discussions to date covered pipe. Pipe is to be 
priced f. 0. b. point of manufacture, plus inspection and freight to delivery point 
under reproduction. 

Mr. Weidner asked if prices would be based on sales rather than quotations. 
Mr. Hood stated that they would be based on purchases. Also said that there 
would be cases where individual purchases would be out of line and that 
“horsesense” would be used in such instances. 

Mr. Hood asked if companies had paid for mill inspection. The general con- 
sensus was that little if any had been paid for, except in rather special circum- 
stances. Mr. Shoemaker said that recently they had some experiences which 
might force them to go to mill inspection, but that they had not paid for any 
since 1926. There were no other general opinions on the subject. 


Account 154, line pipe fittings 

Mr. McLaughlin asked Mr. Peper what his ideas were on line pipe fittings. 
Mr. Peper replied that he expects to have no difficulty with this account. He has 
worked up some figures on a percentage basis of his pipe costs. Mr. Weidner is 
inclined to go to a percentage basis. 

A general discussion took place as to the possibility of pricing on a per pound 
basis. Mr. Peper suggested that the subcommittee meeting decide the subject. 
It was agreed to let the subcommittee study the subject and report its recommen- 
daions to the whole committee on Wednesday. 


Account 155, pipeline construction 

Pipeline construction was then discussed. Mr. Hansbury stated that he had 
completed a study, copies of which are to be given to the subcommittee members 
for study. 
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Account 156, buildings 

Mr. Cahill stated that he thought buildings should be priced on a cubic-foot 
pasis. Mr. Hood said that he did not see how the committee could reach any 
agreement on this subject. Mr. Cahill then said that a cubic-foot price could 
be agreed upon for cottages, warehouses, et cetera. The consensus of opinion 
seemed to be that there could be an agreement on certain general tyeps. Mr. 
Hood asked Mr Cahill what would be the final form of agreement. Mr. Hood 
then stated that Mr. Cahill probably thought that cubic-foot prices could be 
developed for various types of buildings, to be used as a guide. He also said 
that heating, lighting, foundations, and plumbing should be priced separately. 

A general discussion took place as to the manner of developing a cubic foot 
price. Messrs. Hansbury and Cahill thought that a cubic foot price could be 
developed, including all items, and Mr. Hansbury suggested that it might be 
possible to price certain buildings all inclusive, while others would be set up in 
detail. 

Mr. Shanks suggested that the three main types of buildings—masonry, steel, 
and wood—first be broken down into foundation and superstructure, the super- 
structure to include heating, lighting, and plumbing. 

Mr. Lomax said that for all practical purposes, an inclusive price could be 
developed for lighter types of buildings and adjustments made for variations. 
He said that the larger buildings would have to be priced separately. Said 
there are offsetting features in various locations. Mr. Hood said that he thought 
this would not shorten the work on account of additions and deductions to be 
made for the various variations. Mr. Tate thought it would be easier to con- 
sider foundations separately, instead of trying to find out how much should be 
added or deducted. Mr. Weidner agreed generally with Mr. Lomax’s ideas. 
The foundations of the buildings of his company vary considerably. 

Mr. Tate said that cottages and stations are the principal items where care 
must be taken in pricing. 

Mr. McLaughlin said that foundations, lighting, plumbing, et cetera, should 
be set out separately. 

Mr. Hood stated that superstructure, foundation, lighting, heating, and plumb- 
ing should be set up separately. 


Account 157, boilers 

Account 158, pumping equipment 

Account 159, machine tools and machinery 
Account 160, other station equipment 


Mr. J. R. Thompson said that he has collections of data made ready for dis- 
cussion ; also, that drayage and installation would be considerably involved, but 
he thought an agreement could be reached. 

Mr. Hood said that we will agree on the price of a certain piece of machinery. 
He then asked the subcommittee if it intends to agree on a price for hauling 
for certain distances. 

Mr. Thompson said that he is particularly concerned with an analysis of the 
cost data. 


Account 161, oil tanks 


Mr. Cahill said that from BV Form 631, he has developed a price to include 
everything except grading and conservation equipment. Mr. Hood asked if he 
had the data tabulated so that he could show it to the carriers and Mr. Cahill 
replied that he has a considerable amount prepared, especially for 10,000- to 
80,000-barrel tanks, and also for under 10,000-barrel bolted tanks. Mr. Cahill 
further said that he would like to agree on a price in place. 

It was generally agreed that tanks were purchased erected, but that haul 
would be paid for separately. The price would be a price per pound. 

Account 163, communication systems 

Discussion was deferred until Tuesday at 2 p. m. 

Mr. Hood brought up the question of substituting treated poles for cedar 
poles where the price in place of the cedar pole would exceed the price of the 
creosoted pole. Mr. Tate thought the substitution should not be made. Mr. 
D. P. Thompson said that the creosoted pole is better and would last longer. 
Mr. Hood then brought out the fact that the cost of the cedar pole would be 
reflected in the original cost. Mr. Tate said that if we substitute on poles, 
why not substitute on all other items. 

Mr. McLaughlin thought that because of future argument, it would be better 
not to make the substitution, and this was agreed upon. 
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The meeting adjourned at 12 noon and the carrier representatives were to 
meet in the afternoon with the various Bureau groups. 
B. W. SHIELDS. 


May 13, 1936. 


Subject : Conference of Pipeline Subcommittee on the subject of communications, 
Memorandum to Mr. Hood: 


The meeting opened at 2 p. m. May 12, 1986. Those present were Messrs. 
Louis Hood, J. E. Hansbury, R. W. Patton, and D. P. Thompson, representing the 
Bureau, and Mr. R. B. McLaughlin of the Texas Pipe Line Co., Mr. T. R. Murtho 
of the Atlantic Pipe Line Co., and Mr. Walter E. McLaughlin of the Illinois Pipe 
Line Co., representing the carriers. 

Mr. Hood opened the discussion by stating that, in his opinion, it should be 
possible to reach an agreement, for example, as to the cost of creosoted poles 
f. o. b. Houston or Beaumont, Tex., and cedar poles f. 0. b. some point in Michigan ; 
that different prices should be established for the various grades of poles, such as 
class A, B, C, or D, and that in like manner prices, per pound, should be estab- 
lished for copper and iron wire f. 0. b. points of manufacture. He instructed the 
conferees not to substitute the creosoted pine price for the cedar, even though the 
cost of the creosoted pine poles might be less than that of the cedar, since the 
amount of money involved in the substitution was small. He further instructed 
that, in determining prices, costs during the years 1929 to 1936, inclusive, should 
be studied and a judgment 1934 period price selected from a consideration of such 
data. He then stated that, in his opinion, the engineering report should show the 
costs on a per-mile basis. 

In response to question by Mr. Hood, Mr. Hansbury agreed that the engineering 
report should show costs on a per-mile basis, but, as suggested by Mr. Hood, 
prices on the individual items, such as poles and wires, would have to be first 
determined. 

Mr. Patton and Mr. Thompson were then queried as to their opinion in regard 
to the proper procedure. 

Mr. Patton stated that the average price in place should be developed for the 
different kinds of poles. This price would include the base price of the poles at 
the source, the freight to delivery points, haul from delivery point to site, and the 
labor of installation. He stated that this was the practice followed in the valua- 
tion of the Western Union Telegraph Co.’s lines, 

Mr. Thompson was of the same opinion as Mr. Patton. 

Mr. W. E. McLaughlin stated that the cost of pole lines was greater on the 
pipelines than on the railroads, due to the factor of haul, which in some cases was 
a considerable item of expense. 

Mr. Thompson suggested that the cost might be 10 percent greater on the pipe- 
lines. He also stated, in response to question by Mr. Hood, that on a 2-pin or 
2-wire line, the poles would reflect about 50 percent of the entire cost. 

Mr. Hansbury asked if it would not be possible to price installations of tele- 
phone lines by miles, varying price to reflect different types and conditions of 
lines, but Mr. Patton and Mr. Thompson preferred the cost in place of the indi- 
vidual items, such as poles, wire, crossarms, et cetera. 

Mr. W. E. McLaughlin stated hardly any 2 miles of pole lines were alike. 

Replying to question by Mr. Hood, Mr. Hansbury stated that he was agreeable 
to the method as outlined by Mr. Patton, provided it was possible to reach agree- 
ments on that basis. 

It was unanimously decided to price poles in place, the unit of pricing to be 
“each.” 

WIRE 


It was decided to price both copper and iron wire, according to size, in place 
per mile, including freight and labor. 


CROSSARMS, ET CETERA 


It was decided to price crossarms, pins, and brackets in place. 

Mr. R. B. McLaughlin asked that no time be wasted on developing prices for 
hardware, as it was an inconsequential item of cost. This was agreed, Mr. 
Patton stating that the price of the crossarms would include the hardware. 
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INSIDE EQUIPMENT 


Mr. Thompson stated there was practically no freight and very little labor 
connected with the installation of the telephones, that these were usually of 
Western Electric or Kellogg make, and the prices generally included freight to 
the branch houses. 

It was decided to price telephones in place, but Mr. Hood stated that special 
consideration would have to be given to exceptional cases. 


CABLE 


In response to question by Mr. Hood, Mr. Thompson stated that both sub- 
marine and aerial cable would be priced per foot in place, including all items. 
Replying to question by Mr. Hansbury, Mr. Patton stated that the data was 
practically all set up. 
The meeting adjourned at 2:45 p. m. 
JOHN E. HANSBURY. 


BUREAU OF VALUATION 
ENGINEERING SECTION 
Minutes of meeting with pipeline carriers’ subcommittee, May 13, 1936 


PROGRESS OF CONFERENCE 


The meeting opened at 9a. m. May 13, 1936. The following were present: 

For the carriers: R. B. McLaughlin, G. I. Tate, J. L. Shoemaker, L. B. Morgan, 
D. C. Brown, C. H. Gompf, O. Q. Lomax, C. M. Rosebrugh, J. H. Peper, C. R. 
Weidner, T. R. Murtho, G. L. Shanks, W. E. McLaughlin. 

For the Bureau: Louis Hood, J. E. Hansbury, R. W. Shields, M. J. Cairns, 
Cc. W. Gasaway, D. P. Thompson, R. W. Patton, F. P. Cehill, F. E. Wiles. 

The purpose of the meeting was to determine what progress was being made 
in conferences. 

Line pipe: Accounts 108 and 153 


Mr. Hood called upon Mr. Shields to state the results of the conference to date 
in respect to the item of pipe. Mr. Shields stated that very good progress had 
been made; that prices on lap weld and thread pipe had been tabulated ; that he 
had found it necessary to adopt a slightly more liberal attitude in his prices; 
that there was merit in some of the carriers’ contentions, and that as a result, 
he had raised his prices about 4 or 5 percent. 

Mr. Weidner and Mr. Peper (subcommittee members) expressed agreement with 
the revised set of prices, as also did Mr. R. B. McLaughlin. 

In respect to seamless pipe, Mr. Shields stated he thought that they would be 
nearly through with that item “today” but that nearly six sheets of prices would 
be necessary, and he thought it would be difficult to conclude the conference 
this week. 


Mr. Hood was of the opinion that a longer time should be taken, if necessary, 
to do the job right. 


Line pipe fittings: Accounts 104 and 154 

Mr. Shields stated that the subject had been only briefly discussed, as it was 
thought desirable to finish the conference on pipe first. 

Mr. Hood then stated he thought that agreements should be signed by the 
members of the subcommittee and mimeographed. Mr. R. B. McLaughlin stated 


he could see no present objections to the plan but would like to think the matter 
over, and would give a definite answer at the next meeting. 


Pipeline construction: Accounts 105 and 155 


In response to question as to progress by Mr. Hood, Mr. Hansbury stated that 
he had turned over an exhibit on the cost ef installing pipe and also on the cost 
of coating, and explained these exhibits to Mr. Tate and Mr. Rosebrugh (sub- 
committee members). Mr. Tate then stated that the exhibit had been studied, 
and he thought the method of approach was sound and the conclusion in line 
with the data. He thought, however, that the data might not be representative 
in respect to 6-inch pipe, and that a distinction in price should be made between 
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6-inch trunklines and 6-inch gathering lines, but otherwise the schedule was 
all right. 

Mr. Hansbury agreed to investigate to determine whether the 6-inch trunk 
and 6-inch gathering field pipe should receive different prices. 


Buildings: Accounts 106 and 156 


Mr. Cahill, in replying to question by Mr. Hood, stated that very good progress 
had been made and agreements reached on most of the items entering into the 
cost of structures, such as timber, brick, and structural steel. There was no 
agreement on concrete roofing and ventilation. In respect to concrete, Mr. Cahill 
stated there was a disagreement; that the carrier was claiming $25 per cubic 
yard and his price was about $13 for plain concrete, or about $1.50 more than 
we were using for railroad concrete. 

In the diseussion which followed, Mr. Hansbury stated consideration should be 
given to the small quantities of concrete involved in pipeline structures. Mr. 
Shields estimated that the price should be from $18 to $20 per cubie yard. Mr. 
Gasaway estimated $18. Mr. Hood suggested that $20 be agreed to for concrete. 
Both Mr. Cahill and carrier subcommittee then agreed to this price. 

Mr. Shields then asked Mr. Cahill whether he was agreeing on period or 
yearly prices. Mr. Cahill stated he was agreeing on period prices and that these 
period prices were prices in place. Mr. Hood asked if a schedule of prices had 
been established for the State of Texas. Mr. Cahill replied that the prices had 
been established on a countrywide basis. 

Mr. Hansbury and Mr. Shields thought countrywide pricing might be a little 
broad, but, through questions, it was developed that freight on lumber was the 
only item that materially changed. Mr. Hansbury suggested that the maximum 
change in the cubic-foot price due to variation in freight would not be over 
$0.02 per cubic foot. 


Tanks: Accounts 111 and 161 


Replying to question by Mr. Hood, Mr. Cahill stated that nothing had been 
done as yet toward reaching an agreement on tanks. 


Equipment 

Mr. Cairns, in replying to Mr. Hood's question as to the status of the confer- 
ence, stated that a trend study was being made on vertical 400- to 500-horsepower 
diesel engines. From this study, a yearly price per pound of engine weight 
and per horsepower of engine was being developed. Mr. Cairns added that the 
conferees were almost ready to agree on these prices, after which they would 
take up the prices of horizontal diesel engines. He stated that the elements 
being considered were cost f. 0. b. builder’s plant, freight from plant to delivery 
point, drayage from delivery point to pump station, and cost of installation or 
assembling on foundations already constructed. 

Mr. Hood inquired why it was necessary to develop the price per pound and 
the price per horsepower, adding that he was not disagreeing with the method 
used, but thought it should be possible to directly develop a price “each” for 
the various engines from the data available. Mr. Cairns stated that the price 
eventually reached and agreed upon would be the price “each” for engines. Mr. 
Hood thought the method might be confusing, since we were after the price 
“each” and the engines were bought “each.” Mr. Cairns then stated the trend 
would be useful in determining yearly relationship for the price per pound and 
the price per horsepower. 

Mr. Hood then questioned Mr. Lomax concerning the trend study. Mr. Lomax 
replied that the data shown on returns to valuation order No. 26 were sadly 
lacking, particularly in respect to the cost of foundations and installations. He 
added that there was no data at all on many engines for the years 1929 to 1934, 
and that it would be necessary to go back several years to find actual costs of 
these engines, and he was of the opinion that the simplest way to determine the 
prices would be through the development of a trend. 

Mr. Hood said it would be all right to study costs as far back as they wanted 
to and then bring these early costs up to a later date by means of a trend. 

Mr. Hansbury stated that a trend study was essential to the development of 
present day prices for each engine. Mr. Shields suggested that through this 
method, they eventually arrived at a price “each.” 

Mr. Lomax said that the vertical diesel engines were selected for the study 
because they figured that these engines were more representative and were where 
the most money was; that, while they hoped to develop prices for each kind of 
engine, it would take time; and that they would agree on the big items. 
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Mr. R. B. McLaughlin suggested that while the work of developing prices for 
these engines might be slow at first, we were trying to arrive at correct prices 
and it would speed the work later. 


Communications 

In asking Mr. Patton about the progress of this account, Mr. Hood stated he 
realized they had only a short time in which to “get going.” Mr. Patton stated 
that good progress had been made, however, but that he was confronted with a 
problem in connection with labor. He asked what consideration should be given 
to the NRA codes which were in existence during part of the pricing period. 
This question caused some discussion. 

Mr. Shields stated that data would reflect the effect of the code provisions. 

Mr. Hansbury stated that the code is not now in existence, and asked Mr. 
Patton if carriers were claiming full extent of code in 1934 period prices. Mr. 
Patton replied that he so understood that they were. 

Mr. R. B. McLaughlin said his company still maintained the provisions of the 
code relating to short hours; that the oil companies were very careful in their 
dealings with union labor, as any differences with them might react against 
the sale of their products, and that to all practical purposes the provisions of 
the NRA were still in effect. 

Mr. Hansbury: ‘What Mr. McLaughlin stated applies to the operating condi- 
tions of his company and is not necessarily binding on a contractor bidding on a 
job, unless the labor specifications were stated in the proposals for bids.” 

Mr. Hood instructed that the effect of the code be given consideration to the 
extent it was reflected in the data. 

The meeting adjourned at 9:58 a. m. to meet at 9 a. m. Friday, May 15, 1936. 
(This time was subsequently changed to 2 p. m.) 

JoHN E. HAnssury. 


BUREAU OF VALUATION 
ENGINEERING SECTION 
Minutes of meeting with pipeline carriers’ subcommittee, May 15, 1936 
PROGRESS OF CONFERENCE 


The meeting opened at 2 p. m. Friday, May 15, 1936. The following were 
present : 

For the carriers: R. B. McLaughlin, G. L. Tate, J. L. Shoemaker, D. C. Brown, 
O. Q. Lomax, J. H. Peper, C. R. Weidner, T. R. Murtho, W. E. McLaughlin. 

For the Bureau: Louis Hood, J. E. Hansbury, R. W. Shields, M. J. Cairns, 
D. P. Thompson, R. W. Patton, F. E. Wiles, F. A. MacCarty. 

Mr C. H. Spencer, head valuation engineer, was present during part of the 
meeting. 


Line pipe: Accounts 103 and 153 


Line-pipe fittings: Accounts 104 and 154 


Mr. Hood opened the meeting by asking Mr. Shields the status of the prices 
of pipe and fittings. Mr. Shields stated that pipe was “cleaned up” and that 
progress was being made in respect to fittings. He stated that difficulty was 
being encountered in developing a percentage relationship for the cost of fit- 
tings to the cost of line pipe. While a percentage development was feasible for 
the fittings in accounts 104 and 154, this was not true of accounts 110 and 160 
because of the nature of the accounts and it was practically impossible, with the 
data available, to determine any relationship of fittings to pipe. He was of the 
opinion that just as accurate a result could be obtained in 30 minutes as 
from any prolonged study. Mr. Shields further added that if it were necessary 
to develop prices for fittings in account 160, it might just as well be done for 
account 154. The committee, Mr. Shields said, had also investigated the possi- 
bility of using a “pound” as the unit of pricing instead of “each,” but felt that 
there would be no saving of time, except for the pricing end of it. 

Mr. Hood expressed himself as being opposed to the pound method. 

Mr. Hansbury asked if any attempt had been made to develop the percent- 
age cost of fittings in account 160 to account 153, or some other account, and 
Mr. Shields stated that no attempt had been made. 
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Messrs. Peper and Weidner expressed agreement with Mr. Shields’ statement 
and conclusions. 

In commenting on Mr. Hansbury’s statement that some method should be found 
to eliminate the detail in account 160, Mr. Peper stated that that is the kind of 
work pipeline work is. Mr. Shields suggested that our account 10 in our railroad 
valuation reflected considerable detail, but Mr. Hansbury pointed out that the 
organization available in our railroad work was much different from that of 
today. Mr. Tate called attention to the March meeting when it was agreed that 
10 roads should be priced in detail in order to develop data on fittings. 

Mr. Hood agreed with Mr. Tate that this had been proposed at that time, but 
since then the subject had been further discussed and the A. B. C. report further 
revised, and they had decided to price out the first reports in detail. 

Mr. R. B. McLaughlin called attention to the detail pricing involved in the 
telegraph and telephone account 163 and stated that he did not see why the same 
practice should not prevail for pipeline fittings. 

The item was then passed up to the next meeting (2 p. m. Saturday, May 16) 
pending further study. 


Equipment: Accounts 157 and 158 


Replying to Mr. Hood’s question as to progress, Mr. Cairns stated that the com- 
mittee had agreed on the 1934 period price of 12 kinds of vertical diesel engines 
ranging between 163 and 365 horsepower ; on 14 kinds of horizontal diesel engines ; 
and on the 500 to 600 horsepower and over vertical diesel engines, but had dis- 
agreed on the 400 to 500 horsepower vertical diesel engines. The carriers 
claimed a price of $50 per horsepower, whereas the Bureau thought $45 was 
proper. 

Foundations 

The committee had agreed, Mr Cairns added, on a price of $20 per cubic yard 
for concrete foundations. This was a countrywide price applying to all machine 
foundations. 


Drayage 
Regarding drayage, Mr. Cairns stated that a curve had been developed and 
agreed to, showing a range of costs from $4 per ton mile to $0.50 per ton mile. 
Both Messrs. Hood and Hansbury inquired as to the kind of haul that would 
justify a $4 per ton-mile price. After some discussion, it was developed that 
the $4 was only for about a 1-mile haul and the cause of the high rate was the 
reflection of a minimum cost for handling. 


Pumps 

Mr. Cairns stated that they were still collecting the data and that this work 
would take all of next week. 

Mr. Lomax said that he thought this collection should have been made and 
summarized before the committee members arrived. 

A heated discussion followed : 

“Mr. Hoop. We have something else to do. 

“Mr. McLAUGHLIN. We have, too. We don’t think that Thompson and Weiss 
should have been sent out on an inspection trip just as this conference opened. 

“Mr. Hoop. Cairns is capable of handling. 

“Mr. Carns. I think we have made very good progress in agreeing on the price 
of engines in just a few days.” 

There was general assent to Mr. Cairns’ statement. 


Communication systems: Account 163 


Mr. Patton, in reply to Mr. Hood’s question, stated that they had come to an 
agreement with carrier representatives on the hundredweight price of creosoted 
poles. 

In replying to Mr. Hood’s statement that he wanted an agreement on the price 
of the poles in place, Mr. Thompson explained that the hundredweight price was 
the basis on which price each would be developed. 

Mr. Patton added that they had also reached an agreement on the hundred- 
weight price of copper wire, f. 0. b. mills, and that they were almost through on 
eastern and western cedar poles, but they were in disagreement with the carriers 
on the labor of installation. 


Engineering: Account 166 


It was agreed to pass up this account and other overhead accounts until the 
meeting at 2 p. m. Saturday, May 16. 
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Pipeline Construction: Accounts 105 and 155 


In reply to question by Mr. Hood, Mr. Hansbury stated that a complete agree- 
ment had been reached on the 1934 period cost of installing pipe and, also, the cost 
of coating. 

In cemnenin to question by Mr. Shields, he stated that the price for installing 
welded pipe reflected the 40-foot joints or lengths and that the schedule of agreed 
prices so stated. Mr. Hansbury added that he had been unable to find much 
data on the installation of 20-foot welded joints and he did not think the item 
of much importance. 

Replying to Mr. Hood’s question as to agreement on clearing, Mr. Hansbury 
stated that this item is individual to each carrier and that the prices would range 
from sagebrush and mesquite in some parts of the country to heavy timber in 
Louisiana. 

The meeting adjourned at 2 :55 p. m. 

JOHN BE. HANSBURY. 


BUREAU OF VALUATION 
ENGINEERING SECTION 


Minutes of meeting with pipeline carriers’ committee on unit prices, May 16, 1936 


The meeting opened at 2:05 p. m., May 16, 1936. The following were present: 

For the carriers: R. B. McLaughlin, L. B. Morgan, C. R. Weidner, O. Q. 
Lomax, W. E. McLaughlin, J. H. Peper, T. R. Murtho, G. L. Shanks, C. M. Rose- 
brugh, 

For the Bureau of Valuation: L. Hood, M. J. Cairns, J. E. Hansbury, F. E. 
Wiles, R. W. Patton, F. A. MacCarthy, D. P. Thompson, C. W. Gasaway, R. W. 
Shields, F. P. Cahill. 

Mr. R. B. McLaughlin suggested that the minutes show the following: 

“It is understood that the prices considered and agreed upon at this conference 
are to be known as guide prices and will not be applicable to any individual 
company or any geographical area, and it is further understood that the prices 
agreed upon as guide prices will be deviated from by the Bureau of Valuation to 
take into consideration conditions peculiar to individual companies.” 

It was agreed that this was a correct statement of the matter and that the 
statement should be made a part of the minutes. 

Mr. R. B. McLaughlin said that, except for two groups, all were ready to make 
a final report, and that a vote should be taken after the reports were made as to 
whether they were acceptable to the committee as a whole. He also stated that, 
for the present, the pipeline representatives were not in favor of signing the 
reports and that he thought their inclusion as a part of the minutes was 
sufficient. 

The first accounts to be reported on were 103 and 153, line pipe. 

Mr. Shields stated that annual and period prices for line pipe had been agreed 
upon by the subcommittee for: 

1. Lap weld: Thread and coupling 
2. Lap weld: Plain end 
3. Seamless: Thread and coupling 
4. Seamless: Plain end 

He also stated that period prices had been agreed upon for electrically welded 
pipe, of the A. O. Smith type and also for other types. No annual prices were 
agreed upon. This fact, however, would not hold up the work. 

The committee further agreed that for secondhand pipe the price should be 
70 percent of the delivered price of new pipe of a similar kind. 

The completed reports on pipe were as follows: 
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Lap weld—Threads and couplings 


| | 
| Weight Annual prices | 1934 







































































Nominal diameter | a athlins _| period 
| linear | rice 
| foot | 1929 | 1930 | 1931 | 1932 | 1933 | 1934 | 1935 | 1936 ; 
2 inches.....--.--- | 3.75 | $0. 158 | $0.150 | $0, 144 | $0.139 | $0.128 | $0. 133 | $0.139 | $0. 142 | $0. 145 
BION de nckeuanel: Fo te . 267 . 254 . 232 . 243 . 235 . 246 . 256} =. 262 | . 255 
4 inches. _- ; | 11.00 |  .887 . 304 .3il 337 . 317 .317 384 | .343 | . 330 
6 inches__---__--- | 19.45 .571| .531| .842 .588 | .554 . 554 .582 | .600] .570 
8 inches. .-......- | 29.35 . 884 . 822 . 840 911 | 3 .822| .865| .884| .860 
10 inches.........-.| 41.85 | 1.28 1.19 1. 20 1.29 | 1.20 1. 20 1,26 | 1.29 | 1.25 
12 inches...........| 51.15 | 1.60 | 1, 49 1. 50 1. 61 cy i 1, 50 1.50 | 1.58 | 1.62 | 1.56 
| | | 
Lap weld—Plain end—Double random length 
| Weight Annual prices | 1934 
Nominal diameter | J | lee ae | period 
| linear | | price 
foot | 1929 1930 1931 1932 | 1933 1934 | 1935 | 1936 | 
eels ah | 3,650 | $0.145 | $0.140 | $0.140 | $0.135 | $0.135 | $0.135 | $0.140 | $0.145 | $0. 140 
3 inches... ........-- | 7.580 . 240 . 225 « 225 . 220 . 220 . 225 . 235 - 240 | . 230 
4 inches____._._-- | 10.790 | .280 . 265 . 265 260 | . 255 260] .275 . 280 . 270 
6 inches............| 18.974 |  .485 . 460 . 460 445 .440 | .450 475 .490 | 465 
8 inches._..........| 19.740 |  .603 . 576 .576| .556| .551] .563) .592/ .608/ .580 
| 23.860} .689} .657| .657| .634| .630|) .642| .675) .693) .660 
| 23.570 | . 689 . 657 . 657 . 634} .630 .642 | .675 . 693 . 660 
24.696 | .708 . 676 .676 | .652| .647 .660 | . 695 714 . 680 
| 28. 550 . 765 . 730 . 730 .705 | .700|} .715| .750| .770) .735 
10 inches. ........-. | 31.201 | .94 . 90 . 90 . 87 . 86 .88 | .92 95 | . 90 
34. 240 . 99 95 . 95 ee ae ee ee ae 1.01 | .96 
38.200 | 1.06 1.01 1.01 98 | .97 . 99 1.04 | 1.07 1. 02 
| 38. 661 | 1.06 1.01 1.01 . 98 . 97 .99 | 1.04 | 1.07 1.02 
| 40.483 | 1.09 1, 04 1. 04 1.01 | .99 | 1.02 1.07 | 1.10 1. 05 
12 inches. .........- 40.000 | 1.21 1. 16 1, 16 113 { 111 | 113 1.20 | 1.23 1,17 
40.270 | 1.22 1.17 1.17 114 | 1123 1.14 La.) aoe 1,18 
| 45. 554 1,51 1. 25 1, 25 1, 21 1.19 1. 22 1.29 | 1.39 1, 26 
| 49. 560 i 1.36 1.30 1. 30 1, 26 1. 24 1, 27 1, 34 1. 38 1.31 
65, 420 | 1,79 1.71 1.71 1. 66 1, 64 1, 67 1.77 1.82 | 1.73 
| | ae 
Seamless—Threads and couplings 
| Ww wae | Annual prices 1934 
Nomina] diameter | pe | ____} period 
deene | | price 
| foot 1929 1930 1931 1932 1933 | 1934 | 1935 1936 
a ee Akh had St iiiit.. 
DI. cinctosnee | 5. 75 $0. 161 | $0.153 | $0. 153 | $0. on $0. > $0. 150 | $0.158 | $0. 163 $0. 155 
i iinnndnnten 7.7 - 276 - 262 . 262 . 257 . 270 . 278 . 265 
RR 11. 00 . 354 . 337 : 337 308 “3a . 330 . 347 . 357 . 340 
OS iicabickdcuncn 19. 45 . 614 . 584 . 584 . 366 . 561 . 572 . 602 - 620 . 590 
I aineininansinn 29. 35 - 926 . 881 . 881 . 854 . 846 . 863 . 908 . 935 . 890 
i, Ree 41. 85 1. 35 1. 29 1. 29 1, 25 1. 24 1, 26 1. 35 1, 57 1. 50 


12 inches. .......... 51.15 | 1.67 1, 59 1, 59 1, 55 1, 53 1. 56 1.64 1.69 1,61 
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Seamless—Plain end—Doubdle random length 

















lw eight | Annual prices | 1934 
Nominal diameter | | per period 
linear | | | price 
| foot 1929 | 1930 1931 | 1932 1933 | 1934 | 1935 | 1936 
2 inches-__.._...---- | 3.650 | | $0. 146 | $0.139 | $0.139 | $0.134 | $0. 3s | $0.136 | $0.143 | $0.147 | $0. 140 
3 inches -- ---- ma Ef a . 238 . 238 .230 | . 228 . 233 | .245 . 252 . 240 
| 8.659} .297 . 283 285 | .274| «271 . 277 . 291 . 300 . 285 
4 inches - , | 8.653 | .245 | . 234 . 234 . 226 ‘224 rte . 241 . 247 . 235 
| 9.316} .262| .249| .249) 1241] .280) .244| .257| 5264 . 251 
| 10.790 -201 | .277) .277 . 260) .266 |) .272| -.286| .204 | . 280 
CS se poreeys | 17.020 -489 | .465| .465| .452 | .447|) .456 . 480 . 495 | 471 
| 17.609 501 .477| .477| .464| .458 . 467 . 492 . 505 | . 482 
| 18.974} .504/ .480/ .480 .466 | .461 | .470 .495 | .509 . 485 
8 inches. --- .--| 19.740 . 628 . 596 .596 | .578 |. .574 585 | .614 | .632 . 603 
| 22. 360 . 686 . 652 .652 | 682 . 627 . 639 .671 |  . 691 | . 659 
23. 570 717 .681 | .681 } . 660 . 655 . 668 . 701 . 722 | . 689 
24. 696 . 737 .700 | .700 .679 | .674 . 637 | 721 |. .743 | 708 
28. 550 . 796 . 757 . 757 . 734 .727 . 742 . 730 . 803 765 
10 inches.-.-...--..] 31.201 | .99 . 94 94 . 92 | 91 . 92 | .97 | 1.00 | 95 
34.240 | 1.04 1.00} 1.00} .97 .96|  .98 1. 02 1.06 | 1.01 
38.200 | 1.11 1.06) 1.06} 1.03} 1.02] 1.04] .1.09 1.13 1. 07 
| 38.661) 1.11 1.06; 1.06 1. 03 1.02; 1.04 1. 09 1.13 | 1.07 
| 40, 483 | 1.14 1.09] 1.00) 1.06] 1.05] 1.07)° 1.12 1. 16 | 1.10 
12 inches........--.} 40.000 |, 1.28 | 1.22 1.22/ 1.18) 116} 819) 125} 1.2 1.23 
|.40.270} 1.27] 1.22] 1.22] 118 1.16 1.19} 1.25 | 1.29) 1,22 
| 45,554 | 1.35 1.30} 1.30 126] 1.24 1LZi. Lash e | 1.31 
| 49. 560 1. 41 1.35) 1.35) L3t} 129] 1.32) 1.39 1.43) 1.36 
65. 420 1.86 | 1.78] 1.78) 1.73} 1.70 1.74}; 1.88] 1.89 1.7 





LINE PIPE 


Electric weld 


Period prices 











Nominal diameter | Weight per PCr A. O. Smith | Other than 
linear foot pipe f. 0. b. | A. O. Smith 
| uae ps pipe f. 0. b. 
| Pittsburgh 

district 

ieee aa as | | 

OD di anieten tdeninewte arith: ieeniieeienita | headin $0, 14 
3 tnches SE Sieeserea pe, adn oteaee a 7. | | 
4 inches a Ee a ; ; 10. 790 | 7 
BIOS. 65 ad i acc caisiek 54 ine bitbs a tiidiib tad eint «438 18. 970 | $0. 505 . 465 
8 inches........... SettdnnashKex sane dite niall ni eed | 28, 550 .79 . 75 
24. 690 | .73 69 
Pe baiduaddiiandathins e weie tvecnuiseaeanale ‘ 40. 483 1.14 | 1. 08 
31. 201 | . 98 93 
} 28. 030 | . 89 85 
34. 240 1. 03 . 98 
SI BS cinccko scans iacisvadidd dics Ssbliad Stee 49. 560 | 1. 41 1.33 
43.773 | 1. 32 1. 25 
33. 380 1. 08 1.02 








The report of the subcommittee on accounts 104 and 154 and fittings in ac- 
counts 110 and 160 was to the effect that there was available at this time no 
reliable statistical information on which to base a percentage for these items, in 
order to shorten the work. It was the consensus of opinion that the first few 
reports should be priced out, possibly by applying unit prices to gate valves and 
a per pound price to other fittings, and from the resultant development it might 
be possible to develop a percentage basis. Due to the fact that different com- 
panies charge fittings in some cases to accounts 104 and 154 and others charge 
the same items to accounts 110 and 160, more data on the subject will have 
to be developed before a short cut method can be derived. 
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Mr. Hansbury asked the committee if certain valuation sections could not be 
priced out and then the percentage thus developed be used on other valuation 
sections. 

Mr. Rosebrugh thought that what was applicable on one valuation section 
might not be applicable on another, even on the same line. 

Mr. Hood asked Mr. Rosebrugh if he thought we should collect and price all 
fittings in detail. Mr. Rosebrugh thought we should not go into meticulous 
detail, but did think more detail than just a straight percentage figure would 
have to be resorted to at this time. 

Mr. McLaughlin said his idea was that all valves and fittings over 4 inches 
should be priced out but that a percentage would work on the other items. 

Mr. Rosebrugh said that perhaps a per pound basis on fittings, other than 
valves, would be satisfactory. He could not see how a percentage would apply. 

Mr. Hood stated that it was the problem of the subcommittee to work out a 
satisfactory basis for pricing the fittings. 

Mr. McLaughlin asked if those present wanted to take a vote on what the 
committee had done. It was agreed to do so, and as a result, the report was 
accepted. 

Mr. Hansbury was then called upon to report on accounts 105 and 155, pipe- 
line construction. He stated that a 1934 period price had been agreed upon for 
screw and welded pipe, also that there was an agreement on annual prices for 
the same items for the years 1929 to 1934, inclusive. No annual prices were 
agreed upon for 1935 and 1936, due to the inadequacy of the data. 

Mr. Hansbury also stated that an agreement was reached on various types 
of coatings on a 1934 period price basis. No yearly prices were set out, but the 
subcommittee had agreed on a yearly factor for 1929 to 1934, inclusive, so that 
yearly prices could be developed. On account of the immense amount of work 
involved, yearly prices were not set up. 

A 1934 period price for clearing and grubbing was also agreed upon. The 
various types were: 

Mesquite: Light, medium, and heavy 
Timber : Light, medium, and heavy 

The agreed prices include the cost of necessary grubbing. 

An agreement was also reached on a cost per ton-mile of haul. 

It was also agreed that, in case it was decided to price fittings on the basis 
of “each,” the labor of installation would be 50 percent of the delivered price of 
new fittings; also, that labor for pipe in accounts 110 and 160 would be 50 
percent of the delivered price of new material. 

The data on gasoline lines showed that the percentage of the cost for labor 
was less than on oil lines, and these percentages are not applicable to gasoline 
lines. 

Arrangements were made to have the study of pipeline construction repro- 
duced, and a whiteprint or film would be furnished to Mr. McLaughlin so that 
he could arrange for distribution to the carriers. 

The committee voted to accept the report as a whole. 

The schedules adopted were as follows: 


PIPELINE CONSTRUCTION 


Proposed 1934 period prices to be used as a guide in pricing the installation of 
various sizes of screw and welded pipe 


These are countrywide prices and may need adjustment to fit the individual 
needs of the smaller carriers and some of the larger carriers. The prices were 
exclusive of the costs of engineering, clearing and cleaning right-of-way, interest 
during construction, coating, special fittings, such as gate valves and clamps, 
which are to be priced separately, and are also exclusive of damages properly 
allocable to the right-of-way accounts. They are inclusive of all other costs, 
including damages chargeable to constructiton, such as blasting, and the numer- 
ous miscellaneous expenses. 
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Unload, Lineup, weld 
haul, and | Ditch and | or couple, | Total 
Item string backfill lower and | 
} | test 
Ci ceacniseiecenentreidedteoeatiscteeiiphenpiaagineiadit ida ano coipncneerapan tl ecieetataerpenensnannioen lf ornaeneertiann- tensa aisianaeemene 
2-inch screw ee ace re ener ee | $0, 010 | $0. 015 $0. 025 | $0. 05 
2-inch screw, not ditched___....--- .010 |. : | . 020 | .03 
3-inch screw clits epee aoe | . 020 | . 040 | . 040 | 10 
3-inch screw, not ditched | . 020 | _. . 030 . 05 
4-inch screw “ . 050 | 070 | 050 | .15 
4-inch screw, not ditched___- tie eek | 040 | 07 
4-inch weld._... St cain sce : 030 | . 070 . 100 | . 20 
5-inch screw__- | . 040 . 090 . 070 | . 20 
5-inch weld. .... Sele} . 040 | 090 | . 120 | . 25 
Odne Oreste ~ dacs) - opti. ~ c¢i-dgccivs sy . 050 . 100 - 100 | 25 
6-inch weld__...-. ; ; 050 | . 100 . 150 . 30 
654-inch screw__-- ; } . 050 .110 | .110 | .27 
8-inch screw-_. Mi ; 4 070 . 130 | . 150 | . 35 
&-inch weld a ehuas 070 . 130 - 200 | . 40 
10-inch serew-...-.. iaieiladinaieamiits : | . 100 . 150 | . 200 . 45 
10-inch weld___- y : . 100 150 . 250 | . 50 
12-inch screw... --- ‘ pL ds | - 110 | . 160 . 280 | . 55 
SD TUS WOO 66 564404 se ~~ depose - — - 120 . 180 | - 300 . 60 
14-inch weld on eoneen <ihiaeemnal . 150 | . 200 | . 85 .70 


Nore.— The prices for w elded pipe reflect 40-foot joints. 


Pipeline construciton—yearly prices 


Screw pipe 





























1910-14 i = Niner Smal 
Year ratio | | | | | 
2-inch | 3-inch | 4-inch 5-inch | 6-inch 654- | 8-inch | 10-inch | 12-inch 
inch | 
| | | 
| | | | 
1929____- --------| 150 | $0.06 | $0.12] $0.18 | $0.24] $0.30 | $0.32 | $0.42 | $0. 54 | $0. 66 
1930 SEE TN . 06 .12 | 18; .2%]| .30| .32] .42)> 54] . 66 
ECT ARN Toa) 05) .10| 115 | 20 | 125) 27) 85] 45 55 
con cot cKO 1.0K 09| .13] 117) .21] £28 30 . 38 | AT 
ea | 98| loa} [os] [12] 36] lo] 1a | ar} 188 43 
1934 115} .05| (10) :14} 110) «fae }) 26] 8B] 45 | 8 
1934 period price_..|.....-- - 05 10 | | 165 | - 20 | . 25 | 27 | . 35 | 45 55 
mitolls i sdasagiucmigh eden , — TTT eT anemia teas 
| Welded pipe 
Year 1910-14]. ‘tintin gett tad’ 
ratio | | | | 
4-inch | 5 5-inch 6-inch | 8-inech | | 10-inch 12-inch | 14-inch 
— — — | li -| — _— hae | 
| | | 
mete! ot TS ERG TA) <=) 150 | $0.24! $0.30! $0.36] $0 gf $0.60 | $0.72! $0.84 
1930. _ é 4 oo a > ico gaa ”.3 | 60} 72 | , 84 
IONE, dius. bid ba dhisdinencmcstuccel | BSBA SP iodo fbi? «a hold 60 | .70 
RCA aera: maeepel, .) Mtks tiie: Sel teed 34] .43 51 . 60 
ee eee oot Cet tape oT = 31] 30] 47] 55 
1934__. 115 | 19 24 | .29 | . 38 . 48 | . 57 | .67 
1934 period price.........--- pean .| . 20 . 25 . 30 . 40 . 50 | 0 -70 
CLEARING AND. GRUBBING 
The following prices have been agreed to as guide prices: Price per acre 
I CII i iaisnieila tests cibieshrnarkbtocbastihs Rebdiin teehee tee tea $25 
UT: WIN cist cen es rene ein cette on necks Sl abet 35 
DTT TANGUIA oo, 05th tno adel Diodes agetblepehgtedetsetee ae 5 
I RT Sohn rit. meh ests cog athundn eh ites shreesadeoicaies Mebiaiatscial-sieeaein aetna 50 
RN SOPINNI nnn rasw>sercn gi en sixrisonsnpimeanbecisleareare silo nh ecnig cael itaaaeiineiataeeaaan ann 60 
BRO CORTE an aths<iee ch ehadntpadntiaitnias tba cetnte unt 75 


The above prices are inclusive of necessary grubbing. 
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COST PER TON-MILE OF HAUL 


It has been agreed that a price of $0.50 per ton-mile, up to a maximum of 10 
miles, is fair to use as a guide in adjusting the schedule of prices to the haul 
conditions on an individual carrier. 


EXPLANATION OF COATING SCHEDULE 


1. The prices set out on this schedule are guide prices only, and not necessarily 
binding on any individual carrier. 

2. The prices shown are “in place” prices. 

38. Use appropriate price from schedule to apply to the coating as described 
in the field, as, for example, where notes state Parolite coating, use Parolite 
schedule. Where type of asphalt coating described in the field notes is not 
shown on schedule, use Texaco prices, unless other data are available. 

4. When description is given as “heavy enamel,” assume that it is equal to 
two coats, or the same as items 2 and 3 on schedule. 

5. The adopted prices reflect items set out on the schedule. If the type of 
coating varies from the schedule, and, for example, there is no wrapping, then 
the adopted price should be decreased by the amount of wrapping cost, or 
item 4 on schedule. Where there are third and fourth applications of enamel 
and extra wrapping, then the adopted prices should be increased by the 
amounts shown on the schedule entitled “Coating Additives.” 

6. For yearly prices, apply the following factors to the schedule of unit 
prices : 


Factor Factor 
SS sai iin the iain dentate mailed a ees 85 
I a ll as tes ates (GREE Tames Rt et on aed 78 
SR i ee Pe: Goes) Dob) oN a hee meee 95 


The tabulation of prices for coatings, on account of the voluminous nature of 
the agreement, is not here reproduced, but will be furnished Mr. R. B. McLaugh- 
lin for distribution. 

Mr. Cahall was then called upon for a report on progress of accounts 106 and 
156 and accounts 111 and 161. He stated that 1934 period prices for 103 elements 
of buildings and items usually found in the building accounts had been agreed 
upon. The subcommittee had also agreed on a cubic-foot price for five types of 
buildings and Mr. Cahill stated that he wished to go further and agree on a 
cubic-foot price for brick pumphouses with a spread of $0.14 to $0.21 per cubic 
foot, depending on the type of construction. He also wished to agree on a cubic- 
foot price of $0.25 for small brick office buildings. The agreed prices were 
to apply only to the superstructure. He stated that the unit prices for the ele- 
ments of the larger buildings have all been agreed upon; that they would develop 
so much variation for the larger buildings that they could not at this time agree 
on a cubic-foot basis for these large buildings. He also stated that he thought 
a great deal of the data was unreliable on brick pumphouses and office buildings. 

Mr. Hood asked why the subcommittee could not exercise some judgment and 
agree on something which would be fair on these more important types, and stated 
there was plenty of data on railroad buildings and that this should supplement 
the pipeline data. 

Mr. McLaughlin stated he thought the report was in accord with decisions 
made at previous meetings and that as he understood it, Mr. Cahill wished to 
go one step further. 

Mr. Rosebrugh stated that there are so many types of construction that he 
thought the best idea was to boil it down to the elements and use these prices and 
later, at will, develop a cubic-foot price. He stated there were many additional 
— of buildings in the inventory and that about all has been done that could 

e done. 

Mr. Cahill said that with a guide spread of $0.14 to $0.21 per cubic foot on 
brick pump stations, he could work out, without much trouble, a cubic-foot 
price to apply to various types. 

Mr. Shanks wanted the minutes to state on behalf of the carriers that they 
thought that Mr. Cahill and Mr. Casaway had done an excellent job. Mr. Hood 
stated that considerable credit should also be given to Mr. Shanks and the other 
members of the subcommittee for their good work. 

Mr. Rosebrough asked how the $0.14 to $0.21 per cubic foot spread would be 
applied, and stated that if the unit prices for the elements were applied, the 
results of the application would be acceptable. 
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Mr. McLaughlin suggested that Mr. Cahill work up some cubic-foot prices by 
applying the unit prices of the elements and see how it would work out. 

The subcommittee had also agreed on 1934 period prices for all oil tanks, 
except for those with Johns-Manville roofs and lightning protection. Mr. Mc- 
Laughlin agreed to furnish additional information on these items. 

The committee agreed to accept these guide prices which are as follows: 


Recommended 1934 period prices, in place, for items in accounts 106 and 156, 














buildings 
Item | Unit Unit price 
Excavation, common OB canoabe beeen --------| Cubic yard.-......} $0. 50 
Concrete, plain sn beetle iianinaantpennahiodaad wintnaciiaiton £tGRS Ss ei 20. 00 
Concrete, reinforced - --- waeneiiemanin ‘ Gee 5 bid 23. 00 
Lumber, No. 1, common fr aming 2/4 to Pee eihacischins sng talnisile tenn weoasiniineeetaiil Thousand feet | 62. 00 
| board measure. | 0 
Lumber, No. 2, common framing 2/4 to 10/10_.....-....-------- 7 =tictinacsnasncee 55. 00 
Flooring, No. 1, common flat_- aia | Wes. Bs 70. 00 
Flooring, No. 2, common flat_ - oat wo demavcioadcimmmlabassauhh chad anlheibees, 56. 00 
SME ee ne ae ee ae ees cosine diced a 90. 00 
Siding, No. 1-_-- G0. 300 a 66. 00 
Shiplap No. 1_-- : ee momen wel ondwc lineata cee 66. 00 
Shiplap No. 2 pais = fats ie sedec ce Rs reek LOT 55. 00 
Ceiling, D., M. and B-. - ee ; TROT. Mie MH 84. 00 
Ceiling, D. and M-..._-- ane . | . ee | 74. 00 
Boards, No. 1 fencing-.----- ‘ | do_.- al 68. 00 
Boards, No, 2 fencing-- . on cutisinwetie eh. anne bedad 53. 00 
Boards, No. 2 in 12-inch stock B and better-_-_- 4 adahatehinimebtemiate Mae est. ta 63. 00 
Trim, B and better_-_-._--- os a ini See AS Chea | 120. 00 
Battens, O. G. ‘ be - | Thousand linear 27.00 
| feet. 
Galvanized iron, flat, 20 gage _------- ad etiinn 4 -| Square - Réaa deere 12. 00 
Galvanized iron, flat, 24 gage ive asoncmndadaccd aman nice din Reeds 9. 00 
Galvanized iron, corrugated, 20 gage- Ge 2749090158 13. 00 
Galvanized iron, corrugated, 24 gage. idsiabassgnacni vee pddecatl OU. 265.2053 10. 00 
Corrugated asbestos ‘ ‘ ; pune JR Lies | 20. 00 
Brick, common_. ie : wooo oe) SORRMMsocc=5 | 32. 00 
Hollow tile—4 inch walls. -.-.--- . ‘ ent ..| Square feet......-..| .16 
Hollow tile—8 inch walls- --- ; ‘ s a see iienk . 35 
Hollow tile—12 inch walls ; ‘ x wedosda fuss teOeU ae . 52 
Wallboard. ; btieceadsecstitd Racal . 075 
Plaster on wood lath or sizing binds earencneereishsodiiaabion eibea ads ua eie EN ante | .07 
Plaster on metal lath_- Sere ae si Sictvin antenatal gls batik .09 
Stucco on metal lath__..- 2 : he seocechnconnenseenwselth naan -17 
Roofing: | | 
i eal ciate selec dha teeta tek | Cutty: sch a | 10. 75 
CN: PIO) Bk isis ons es a ctecicdascteqcssansmensadesccanenttideeeaataaal | 6. 00 
CRE DRI i on inn ntcdusamecansasewe’s sithdaneadtientaaae avid. ceca ls £ | 3. 00 
ee eS eee eee ee 7.00 
Composition, asbestos_ saa Sees aiabiaialis teenie tat ntisteasstiae od emer thn | 17. 00 
Composition, slate _. Pacis dha | 18. 00 
Gutters and downspout, based on 6-inch galv anized iron gutter and 4-inch| Linear foot..-.-_-- | - 2 
galvanized iron downspout. | 
Ventilators, rigid with round base: | 
8-inch diameter... .-.-. enon aca es od ces icandies ashuaatid cddasicdiakacsaticaa iets fs cance acum | 9. 00 
IN 177 oa. acca ohecwacasetoensonecuscaaamnemee oeclsaae eS Acaeies | 11. 00 
in. nntinn i cubnuincinn ame dudikinsteiobeuhanmaimddainea SN a la 18. 00 
See ba i. 1 i Rossi se cL. a. fidieeu set id. Obed nde lebet 25. 00 
Gy CGI esis onc once cdsvcebbbbuanicgaayhoubtdinatdaedeeebaasl i a a 40. 00 
Bs GN so cacandccccenneastguisdutencacuhieman ontiaagionn oblate amelie suigions 53. 00 
48-inch diameter [<= scO@csecs.cczas | 84. 00 
Ventilators, revolving, including base swartwout or ‘similar, galv ‘anized | 
iron: | 
12-inch diameter... _........-- stnuawwea aie ee | 22. 00 
SE GNI Snr osascansecwtaws w-onanenen ene enenenerane anon] -0=-=0 i enieeaiehs 42. 00 
24-inch diameter... ............-.-.--- G.cavbusshencdlawhe ae oeeate Ret nal Glan tieitae ase 59. 00 
Ooi ncn niin dinudbabaaneewnieehe bicicdiadi er Baal cntiraabhatoras 75. 00 
36-inch diameter... aes 105. 00 
42-inch diameter -- 147. 00 
48-inch diameter... 168, 00 
Ventilators, turbine, / | 
6-inch diameter-_-.__..--.--- ae 12. 00 
8-inch diameter | 15. 00 
10-inch diameter 18. 00 
12-inch diameter. - 23. 00 
15-inch diameter 31.00 
18-inch diameter 40. 00 
20-inch diameter 47. 00 
24-inch diameter. .- 65. 00 





ace tec keto saan i: ‘ a * vt 7 2 + oe » ts oo a) Pk i wa =e ammiae ; — aS aoe ? - 03 
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Recommended 1934 period prices, in place, for items in accounts 106 and 156, 
buildings—Continued 

















Item Unit Unit price 
Doors: 
13g-inch, 5-panel, softwood, varnished -..................-.......--.- | Square foot -...-- $0. 70 
134-inch, 5-panel, softwood, varnished . ........................-..-.-]-.... __ ier ner . 85 
Se GE I nn ncnnnacmencacnantacsceceonsacn eeiiieis Gate BES EEE . 90 
134-inch, garage, one-third glazed, including RO ek oe cans peiiuiiaie - 60 
1-inch, board SURGE POUONIG, TRGUIE IIS TIBTIG occ cc ccc ccccccnccccce)- nase Wttsbeonceas . 30 
Reese teak dlry ss Ontghinicibameenteenint’ nbn ctvtinias wehbe Ulaasiad SEES . 25 
I all ial 1. 50 
Windows, double hung and varnished: | 
Average oe Wet SIRE. 328. 2) hie bontninebeoesdasuasusaas aacaudl CO rndccisivet 60 
Spring, average 2 to 12 panes. .............-..... mlinaeainigtitiaazith ntplatialbal sang suicdteemetth 45 
Barn sash fixed or sliding........................ stestniiisibentiaiieiebieieial ecesstictntiads abinaeis - 20 
OGRE... ; cock Sialisd. Dic had dibialtiiidonsatiiele atuildenchacesigacatato’ diae dads Sop SUNY, eee 15 
I a ace Re os aad snconsiivaionncndaaes diet atiillca ca eichie di 1.00 
I a e eemdiceia iu Pama sci. btus 06 
Steel, pipe frames, including Te mandcaie | eee .02 
Plumbing, fixture, including all inside pipe..................-..--.------ | OO iougicsss es! 55. 00 
I a ee ecnininmaaincninie! Oniteetes & wis. ds8 5.00 
Lighting, conduit wiring --_..............-.-- sMbeitindabieiariaaise Dicnlinnaetiaididl cs patie 4 &cne ceil, 7.00 
Lighting, vapor proof_. palikntidaindieannenntail 11.00 
Nortg.—Above lighting prices include ordinary ‘fixture and wiring.) — 
Heating, steam or hot water: | 
aie ashi malign Square foot 1.00 
radiator. 
I cect bneintnaie el vnlanawxaliilccnnelbdaaiéas 1. 50 
I i ea rninenniomnenttonitianils ees Sui cnd dad 225. 00 
i I is i acted inccinmmeibndaieioei ls acccbilamasmcn died 200. 00 
Drains: 
4-inch vitrified clay pipe, including trench...................-...-- Linear foot.._....- $0. 50 
5-inch vitrified clay pipe, including trench. ......................-.--|--- seen cua dis . 60 
8-inch vitrified clay pipe, including trench........................-- Acca Ox.d5. AB sus . 80 
10-inch vitrified clay pipe, including trench........----..---...---- hi MMM LSS TAO lS . 90 
12-inch vitrified clay pipe, including trench....-...........-- ese 1 ES Mesweussu3 sa 1.05 
15-inch vitrified clay pipe, including trench. .......................--]--.-.d0....._.....-- 1.20 
Septic Senin, Seantion tele ereieel....................................-. + Be cctstsnnccc 0 50.00 
ence } 
Woven wire, including posts and gates..................-.-..------- | Linear foot__.....- -10 
Cyclone, 6-foot, including posts and gates_........................--- eRe: Bult. 1.00 
Cyclone, 7-foot, including posts and gates_................... alias ociai alates cipignednactiiand 1.10 
Cyclone, 8-foot, including posts and gates.................-........-- ere” Ris tudinal cud 1. 25 
Cyclone, 9-foot, including posts and — pi sberenceshschwscudebedustemeed do... alia ben 1.35 
Walks and drives, concrete a i ih ani hliiai cin ln nts bleh needed inl ~~ foot.....-.- - 25 
Walks and drives, gravel_.___- pa telinesinbannasekin~maxdetibintiio sail cahkaeeibdes - . 04 
Wells, including casing and drop: - 
1 Ge ie I Be ec rc cc ccirccc ecco nccewessccescs Linear foot........ 1.90 
4- to 6-inch diameter, in nh nid buiiginn anlidebinmigheanows sibs ae. “Sretericar re 2. 25 
§- to 10-inch diameter, to 100 feet_..............-- cebtawe nd ostitanantinnl eet elles 2. 50 
8- to 10-inch diameter, 100 to 500 feet....................--..-..-.----]-.--- ise Cee 2.75 
1D: to 34-Gnen Ginmneten Oo 200 feet... ........ 2.5.5... 22-22... oghdwaas BOscici ol iUe. 3. 00 
12- to 14-inch diameter, 100 to 500 feet. .............-.....----------.- ee RTE eer 3. 50 
Windmills, steel tower, 8-foot a a a Bees ul. sui | 100.00 
Landscaping, including seeding, shrubbery, flow ers, and trees......--.-- RPO stu fuss 100. 00 


Recommended 1984 period prices for superstructures of type buildings in 
accounts 106 and 156, buildings 








Item Unit Unit price 
Dwellings and offices, frame, average construction.__..............-.-.-- Cubic foot.......- $0. 14 
Porches: 
a ac ile Sik rte chipsta edlalaain nal fa divas Gibare meso Square foot.......- 45 
Covered and enclosed ..,..........--.-------------------2------------]----- 0.02 en cenee - 60 
Open MD cccavantenen . 20 
Field pump ste itions, garages, ‘toolhouses, ‘and miscellaneous outbuild- 
ings, of galvanized iron or boards and battens on wood frame: 
MUCNAMAMNRG SCOT Cpr re Cr eet ce Saree oe ty. Cubic foot. ......-. .09 
RSS See ay EES ae eee eas Tee ee AS aR ee ni lla en teoee di - 105 
Field pump stations, garages, “toolhouses, ‘and miscellaneous outbuild- |_....do..----------- .12 
ings, of drop siding, painted, with floors, superior construction. | 
Pumphouses, garages, toolhouses, and miscellaneous buildings, of gal- |.....do.....-....... -14 
vanized iron, on steel frames, with floors, average construction. 
Pumphouses, trunk line, of brick with steel frame, with floors and fire- tebe DO. coseneqnuntin -14to.21 
walls.! 
Office buildings, brick, volume to 8,000 cubic feet 1............-..-...--.. press cansnns scams ~ 25 
i 





i Deditinensitted by Messrs. Cahill a and Gasaway, but not agreed to. 
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Recommended 1934 period prices, in place, for oil tan 


I. STEEL TANKS WITH RIVETED OR WELDED SIDES 


—— 


| 


| 








713 


ks and accessories 
AND BOTTOMS 


1934 period 





} 
Ttem Unit | price in 
| place 
ee ee. Leal } 
With riveted or welded steel roofs: 
. (a) Gagneity under3,00) barrels... ....-<<00~<sbnidi-seececas<eeesess PoeunGs d6s0>-ii-ion. } $0. 06 
(b) Capacity over 3,000 and under 11,000 barrels... lists Haake i 05 _ 
(c) Capacity 11,000 and under 35,000 barrels............-.---- + senses <boxicis Eucd . 047 
(d) Capacity 35,000 and under 55,000 barrels... -. ~~ --- be a Ge. cecil . 043 
(e) Capacity 55,000 and under 80,000 barrels_..-........-- : | Gia . 040 
(f) Capacity 80,000 barrels and over... ..--........-..-.-22---2-.-2 ee Eee . 038 
2. With breather roofs (add to above prices). -.........-..--...-------.-.|-----do * - . 002 
3. With floating steel roofs: | 
(a) Capacity under 3,000 barrels__-. ui iisieaia ial eis Seninieadaaadiek ee . 08 
(6b) Capacity over 3,000 and under 11,000 barrels.........._-- ee tk ee . 065 
(c) Capacity 11,000 and under 35,000 barrels_............-- i iiicironsanin - 057 
(d) Capacity 35,000 and under 55,000 barrels... __-_- seid ...d0 . 051 
(e) Capacity 55,000 and under 60,000 barrels sie sakdiee acc . 046 
(f) Capacity 80,000 barrels and over salami do . 042 
4. With wood roof supports; sheet metal, composition or Johns-Manville | 
roofs: | ' 
(a) All capacities: 
8 ee Se . 042 
Lumber... evi hans lintels z | Thousand feet 60. 00 
| board measure. 
Sheet iron, average 22-gage galvanized__..............__- | Square foot___.___- .14 
Composition roof... eee peat 23-33» | Rey Cheeks . 06 
Johns-Manville vaporproof roofs, including lightning |__.do_......_____ .35 
protection, but not including the wood or steel decking. | 
(NotE.—Above prices include steel stairs, 2 manholes, 1 screened 
vent, 1 water drawoff, 1 suction connection, 1 discharge connection, | | 
and 1 gage hatch, and for patented roofs all items ordinarily furnished | | 
by manufacturer.) | 
1. With riveted or welded steel roofs: } | 
(a) Capacity under 10,000 barrels. es Tae --<* 0. 05 
(6) Capacity 10,000 barrels and over -.........---.---.2..-..--.5.- Fi <canOi teens diemamee . 043 
2. With floating steel roofs: | 
(os; Cees Wey SO OED RUIN oo i cccccncdnsccdectee he ie . 064 
(6) Capacity 10,000 barrels and over_.............---..-..-.-.-..- ca tae geal Ba . 052 
3. With wood roof supports and sheet-metal or composition roof: (a) All | | 
capacities: | 
SL NE WOCROINN Soci siccncen cd ee dcansacdcetadins ues Sepa ae in nnn 042 
RE ctncbachiabpeousdticvkbauuberenadet stingkcnauende enn testa Thousand feet } 60. 00 
board measure. | 
Sheet iron, average 22-gage galvanized _ --.........-.-.--------...- | Square feet_.._.... | .14 
CUES acecnbiuthiinutine set ipadcccnescesudbanteeomcelos Paccvana ivan een teorns . 06 
(NoOTE.—Above prices include steel stairs, 2 20-inch-diameter | | 
manholes, 1 screened vent, 1 water drawoff, 1 suction and discharge | 
connection, 1 gage hatch.) 
' | 
% ANKS 


II. STEEL OR WROUGHT-IRON BOLTED T 


United States gage 


Price per pound 





Wrought iron 








| 
| 
Bottom Shell Deck | Steel ea Mla 
| | 

| Painted | Galvanized 
Bhs « Kattecwenealllt 14_. se | $0. 089 alta das asec ailzlh 
12... ‘ 14 Sr ee aaed “085 $0. 105 | $0. 117 
ed é 12 Y ie ae . 081 | . 102 | 116 
oe 3 12 | aaeaie . 079 | 10 114 
| 1S: owed SF, coats .079 | 10 | 114 
10... 7 3 10 iy igllatan eo . 075 | . 094 | 107 
lak ste 10 10. ‘ . 073 . 094 . 107 
oe 10 12 0 \adelej.wsd. Bolas eo 
eas i0 10 . 07 nstneloadaatedabue 
a wtenarasueliae --| 7 and 10.....| decisis . 07 








(NotE.—Above prices include paint, cleanout opening, deck support, ins 


ide ladders, gage-hole cover, 2 


4-inch tank connections, 1 2-inch tank connection, 1 18-inch-diameter manhole cover, 1 2-inch and 2 4-inch 
flange unions, 1 pressure vacuum valve (on tanks 250- to 3,000-barrel capacity), and 2 pressure vacuum valves 


(on 5,000- and 10,000-barrel tanks) .) 
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1934 period price, height of tank 






































Unit 
8 feet | 16 feet 24 feet 
Walkways, stairways, and outside ladders: 
20-inch and 22-inch walkway--.........--.. $2. 20 $2. 30 $2. 60 
24-inch and 27-inch walkway---......-...-..|--.-. 2. 30 2. 40 2.7 
28-inch and 32-inch walkway. -..............|-.--- 2. 60 2. 80 3. 30 
20-inch and 22-inch stairway..........-.--.. 20. 00 40. 00 60. 00 
= inch and 27-inch stairway..........-.....]..... 25. 00 47. 00 70. 00 
inch and 32-inch stairway..........-....-]-.-.. 33. 00 60. 00 90. 00 
Outside AGRE. nn awe e nec cceccsesccens}onsee 6. 00 12. 00 18. 00 
Ill]. TANK ACCESSORIES, CONSERVATION EQUIPMENT, ETC, 
[Unit is each unless noted] 
Manufacturer (1934 period 
price in place) 
Item Size aie, aatidiinialill wasialee 
Oceco | Staytite | Unknowk 
than bennduadnanhane benneieian 18 inches. . | $50.00 | $42.00 $46. 00 
ee eee Be ers dite nip nian nonineeil 20 inches. ___- |} §8.00) 50.00 | 54. 00 
Gage hatches__- paepehthee ‘i sri mnapnaieaeaceret | 4inches_ -| 10. 00 | 10. 00 10. 00 
EE Be Oe I ik occ nip cc ccacecsecndeie 7 . 6 inches.....-- 15. 00 | 15, 00 | 15. 00 
Type F EE IN OEE, dw tc ccs newedapntndes -~--} Sinches...... 23. 00 23, 00 23. 00 
a eee | 10 inches_____- kee re 28. 00 
C% obi “shes ON a re | 4 to 10 inches_- 30. 00 | 30. 00 30. 00 
2, at Gee athe . .| Over 10inches. | 60.00 |... 60, 00 
Wie. <2 Es i : Light ] 28.00 | 28.00 | 28. 00 
Rt 8 oe SE a ids ere ..| Standard.._._- 37. 00 | 37.00 | 37. 00 
ah ia ie semcabanedns waene ein | Constant..... 82.00 | 75. 00 | 75. 00 
ee ES IIE bit sc <a Seca linccumesuntuxaucess  caaconnanleiiin’ 25, 00 \---- 25. 00 
Cable-collar clamps. --._--- ae ae s | 3 to 6 inches 2.00 | 2.00 | 2.00 
Do = = 8 to 16 inches 4.00 | 4.00 4. 00 
Plow steel cable, per foot.......- ‘ .| 4% inch 17 } 17 
Peet I se ae Sb han tae ewan ede ene waetinestone 4 inches_--..-- 44.00 | 39.00 40.00 
Pe Boe oe eS ele ec A 6 inches_- a 50. 00 | 45. 00 45. 00 
Do...- be pabiviiien | 8 inches | 63.00 | 59. 00 60. 00 
A etn chek iene ewe ; | 10 inches... 91.00 | 83.00 85, 00 
i Ssh AS tee chsh tate } 12 inches_-_ 125.00} 115.00 } 120, 00 
a Oe ee ae ..-| 16 inches_---_- 225.00 | 215.00 | 220. 00 
Companion flanges with bolts | 4 inches. 2.00 |... | 2. 00 
SPOS seta b nu akendansc a Utmamdemmehbndonaell ..\ 6 inches_. 2. 50 | 1.75 | 2. 00 
NS tee SOs oS. 5 ie he amenities doe aa peeliantn 8 inches. --__..- 4. 50 | 2. 50 3. 50 
a Ses Nataibon lia tahacnhoduerpetsdiidS niicedeseemison 10 inches___- 6. 50 4.50 5. 50 
Tank nozzles, cast steel...........----- .| 3 inches. .| 22.00 } : 21.00 
Baas a dekh oils ata isin Se bd REE ES } 4inches__.._-. 29.00 | 26.00 27.00 
Nica anak ar ceptor ate ks encase ane hats cs cna nnceansiasacicngabulaes | 6 inches.-_-...-- 41.00 | 41.00 41.00 
TN. aicit date odie di dd khbresk detduhd Ginn dt. telneendab-naioh i 8 inches_._.... 48.00 | 48. 00 48. 00 
DO... csevssepancenndsacsuncccevsorsscencsenceseasecees | 10 inches......; 60.00} 57.00 58. 00 
Re eB Ne ar ee es gl a a .| 12 inches_- 74. 00 | 74.00 74. 00 
DG.........- bien 2 a. | 16 inches____-- 130.00 | 130.00 130. 00 
(NOTE, —Staytite prices are averages of types AH, | 
AS, B & L.) | | 
Double-fiange shell collars, per pair_........----- -| 4inches_-_-_.-_- RY Briccmnmaien 25. 00 
aie ia cin atin —_ 6 inches_ 29. 00 wae 29. 00 
re eee ed as acanegeccauwnacs eens 8 inches. 33,00 |.. ea 33. 00 
TSN ee ee a se cha deca gu Gdmambumebes 10 inches____- 41.00 | scsneail 41.00 
I edi cia lenng tlieainn > caetinei dada nies oow eresoeirinencaseob oa apap cabinet | 12 inches. __-_-- 46.00 | PAS Ys 46. 00 
Do. (he pstineneieeE 16 inches._....| 80.00 |... 80. 00 
Hillside fils anges I i de 2 inches. 3.30 2. 20 2. 50 
Riesaaian gee lle selanchs Me Rtancienckinatae tiated seal 3 inches._____ 4.00 3. 30 3. 50 
Do a a act I Daa sascha ie hare abies 4 inches. =e 5.00 4.40 4. 50 
see eddie we tuninae iielcacn malate denecualaeh 6 inches. _..- 8. 00 5. 50 6. 00 
Bg cnc Man ¢ cree eae od oe ada 8 inches....._-| 11. 00 7.70 8. 00 
aac BI a a Ra acetate 10 inches_--_- lduiweccen} 10. 00 10. 00 
(NOTE, —These prices for flat up to 2 inches in 12- | | 
inch pitch. For pitches over 2 inches in 12 inches, 
add $2.) 
Double-flange vent collars with bolts................--..- | 8 inches. _.---- 18. 00 | 18. 00 
iia scahrddniahetis ent absininasemehwonwd wecanaces| 10 ONEBs.0<5e OE Fie nt 25. 00 
(NotE.—For pitches over 2 eee, | add a. ) 
Flame arrestors_...-.------ awdscese P eeOSesL cL Oe OPT Sie cok. 
Sa tx CUES ie bep inna cteiedowbaobwel 3 inches- 48.00 |_.- i 
ae bores acGueerus So iise Us coevids 2 4 inches. 75. 00 OF OO. so. 38b. 
Do... PES aD ll 6 inches. 123. 00 BO OP To cccecud 
conan doncasener Naat ae ena van eanesteeee | 8 inches- --- a ee 
[eases ‘i | 10 inches. 276. 00 276.00 |.. . 
Flame arrestors, shop- made screen type- | 6 to 10 inches. .|.......... piicmuaenl 38. 00 
(Notre.—Oceco’s do not have a snuffer; Staytite’s | | 
have a snuffer.) 





wk 


. 00 
00 
00 
. 00 
00 
. 00 
. 00 
. 00 
00 
. 00 
. 00 
. 00 
. 00 
00 


0 


. 00 
. OO 


; 
. 
. 00 
+. 00 
. OO 


3. 00 
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[Unit is each unless noted] 




















falc snc neon ansehen en 
| Manufacturer (1934 period 
price in place) 
Item Size |— 
Oceco Staytite | Unknown 
| | 
———————— = [- eo _ 
Snuffers pees eee 4 inches_-_---- | 96.005) csc ee | $4. 00 
Do - duiaetienie toivisinictiaeiaedmueied | 6 inches......-| Fo Rinintes rer innati 6. 00 
Do : . 8 inches. __._._| WOOO foc | 8. 00 
Do i sits 10 inches... ... Ds S29 O@Roe65-5 10. 00 
Conservation vent valves- --- ; | 2 inches. -.....} 17. 00 $17. 00 | 17.00 
Do ie i 5 oe ...| 3 inches... | 27.00 7.00 27.00 
Do : s | 4 inches. a 45. 00 | 45. 00 | 45. 00 
Do 6 inches. __- | 80.00 | 80. 00 80. 00 
Do 8 inches. 125.00 | 125.00 125. 00 
Do | 10 inches. --- 160. GO 160. 00 160. 00 
Note.—Snuffers not included.) 
Conservation vent units | 2inches. | 57. 00 rq 55. 00 
Do | 3 inches. {| 8000 fut... 75. 00 
Do - 4 inches. ont 126. 00 134. 00 | 130. 00 
Do | 6 inches. | 210.00 200. 00 200. 00 
(NotTe.—lInclude flame arrestor, conservation vent | | | 
valves, and flame snuffer.) 
Conservation vent units: . | } 
Oceco type B__..-- seal a aati isibadliuies aaiaataal 8 inches. --- --| 337.00 | 327.00 327.00 
Staytite type O-- : oniae -----} 10 inches-- 448. 00 436. 00 | 436. 00 
Safety vent valves... .-- ae . ; . ....-| 4 inches. --| 28. 00 28. 00 | 28. 00 
Bs nn Se eee ane en nsssmipenst Es on 42.00 | 52. 00 | 5.00 
Do. Ee ect ekndsin Leese | 8 inches. 60. 00 | 74.00 | 65. 00 
Safety vent units_......-- ve aled -----| 4inches. . 103. 00 | OF a a 
Do. : . li cena 6 inches. . 165. 00 | SCE Richa aaereniel 
Do : Re 8 inches. 262. 00 263.00 }......- ‘: 
(Nore.—Include flame arrestor and safety vent. | | | 
Type CR in Oceco, A snuffer is included in Stay- | | 
tite.) | } | 
Weather hoods. Sect taal Osean ete 2 inches. -_____-| Sg bi eee 4.00 
De... '. o in 6 3 inches _-- | 7. OO: secs Jat 7. 00 
Do... be is caren ‘ 4 inches. | 10. 00 —— 10.00 
iin. dlasacca a ee .....--.| 6 inches. WE foes a 15. 00 
Do. : Jos 8 inches 17.00 VA. } 17.00 
Do ‘ ies . 10 inches _- 19.00 [___- 19. 00 
Free tank vent units... ‘ ; Peon ; 2 inches. ee eae 42, 00 
2 oh : eet 3 inches. \ hy Reece, 57.00 
2 Fs = oases. 4 inches- 91.00 |_____- | 91. 00 
Do. - . nansenengeand le Sees ~<eaen 19.08 beg ss ccs | 145. 00 
Oitaneccs veahuas sales Sinches.......]  ZaaOD |.cacc- 229. 00 
Do . ie 10 inches_- SE Vctwwh sens 300. 00 
(Notre.—Oceco Type A and composite of flame 
arrestor, weather hood and snuffer.) 
Tank gages: 
Oceco No. 8.....-.-.---- secnegilacts ay or alia dea ates ee eee lai, @e |-x.---- ie 
Level indicator__.____-- . supspeswesend MiiGinl ii GOO fi sia. 60. 00 
Oceco “ Gaugit’’........-.-. a ee BHIOD | une - ties — wie 
IV. MISCELLANEOUS 
1934 period 
Item Unit price in 
place 
Grading, common.....-. ees een a oes ate kaeisdestenaaee scsccwcs) COUN FONG. 2st $0. 25 
Cees GIG SUIS. Ww a on ose tn enccceucnccne db umlsdae dad MOMS. sarisiad tesa 50. 00 
ere GING, TERGHIIOIR,. «hewn hte x3 jute edenss neces eben ee el Apisencwaniiaiataan lets | (@) 
Pi istndcdaisscacasconnscontnens diinpe(acachnhns auisiennesDaEE anon © tem gunaaamhcueete (1) 


1 Same as account 160. 


Pumping equipment, accounts 108 and 158 


Mr. Cairns was then called upon for a report on accounts 108 and 158. He 
stated that the subcommittee had agreed upon the following: 

Diesel engines, both: vertical and horizontal, 100 to 365 brake horsepower : 
$50 per brake horsepower. 

Diesel engines, vertical, 400 to 500 brake horsepower: No agreement. Car- 
rier members claim $50 per brake horsepower, while Mr. Cairns’ figure was 
$45 per brake horsepower. 

Diesel engines, vertical, 600 and up brake horsepower: $40 per brake 
horsepower. 
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Machinery foundations: $20 per cubic yard, complete. 
Drayage: Sehedule of haul agreed upon, The schedule varies from $3.50 
per ton-mile for 1-mile haul to $0.50 per ton-mile for 10-mile haul. 
The subcommittee still had to take up duplex and triplex pumps. 
Mr. R. B. McLaughlin stated that the representatives of the pipeline companies 
would leave Washington immediately after the close of the meeting and that 
he would be the only one in Washington on Monday, May 18. 


Communication systems, accounts 113, 1638, and 183 


Mr. Patton was then called upon for a report on accounts 113. 163, and 183. 
He stated that the subcommittee had agreed on: 


1934 period prices for cost of haul of poles, crossarms, and wire 
Unit prices for equipment 

Unit prices for setting of poles 

Unit prices, in place, for pins and brackets 

Unit prices for creosoted pine poles 

Unit prices for northern whitecedar poles 

Unit prices for western cedar poles 

Unit prices for copper wire 

Unit prices for iron wire 

Unit prices for copper-clad wire 

Unit prices for tree trimming and clearing right-of-way per mile 
Unit prices, in place, for guys, anchors, and crossarms 

He stated that the remainder of the items would be priced on their merits. 

No annual prices were agreed upon, except for wire and creosoted poles. 

Mr. Hood stated that he thought a price in place for poles should be agreed 
upon. Mr. Patton said that eventually the agreed prices would work into this 
and that it was the next thing the subcommittee planned on doing. 

Mr. W. E. McLaughlin said that the costs for his company average $1,000 per 
mile, including right-of-way, and that the agreed prices would develop about 
$965 per mile, excluding right-of-way. 

Mr. D. P. Thompson stated that all that was not settled was the cost of the 
freight. 

The committee assigned to establish prices for communication property owned 
by the pipeline carriers has agreed that the prices shown below for major units 
are fair and reasonable 1934 period prices: 


Equipment 
Telephone: 
nnn IR) ON crane li malnnsle arte Gade as eeeliinin meni $51. 00 
rm rns I ot ND I secs ereres wiesen esc ceenesoeet 10. 00 
Portable or mine-type telephone, in place____.---_---------------- 65. 00 
i re be A IN clarence eceniisisinathitctin cree es en sintinacliniains tian 15, 00 
ROT an GI FORGOT, 10) DIRG Die gies stienie din cewesccdecnennncem 30. 00 
I LC SONI INORS EI clash ieplisatsntice im alegre 35. 00 
Telegraph: 
Telegraph sets, in place (number of telegraph sets to be based on 
ne A NE 000 SARE Bh on saiss wictacesiaeninienerirense coccinea ce tiaiennieia 28. 00 
Oper er PODORONTS.— 10 eNO ec ccceemlicnniewenecene en nmen 75. 00 
SPUReCe 35r MRROR EAT: BRINGS D ogi ti be endannccncnceemennn 60. 00 
TR CRONE - CRI DER IOTO Doin esi ew em diitcn es 25. 00 
General: Motor generator, set complete in place, per watt output____-___ 1. 50 


All equipment not included in this schedule will be priced individually— 
manufacturers’ net prices for the pricing period to be used, plus freight and cost 
of installation. 

Associated items, such as drop wire, protection, pole boxes, et cetera, have been 
included in the prices of this schedule. 


Haul of poles, crossarms, and wire 
The period price for haul will be computed as follows: 


Per hundredweight : $0.24, all States, except Texas and New Mexico 
Per hundredweight : $0.36, Texas and New Mexico 


—_ 


rer we eS we OS 


Se a ay 
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Creosoted pine poles, top dimension, 8-pound final retention—Accounts 113, 163, and 
183, communication systems 


Top dimen- | 


Period base 
price f. 0, b. 


| Top dimen- | 


Period base 
price f. 0. b. 











Length in feet sion in treating Length in feet sion in treating 

} inches | plant, in- inches plant, in- 

cluding cluding 

treatment treatment 
0... 4to 5 $1.60 || 35 5 to 6 $5. 22 
5 to 6 2. 26 6 to 7 6. 82 
6to7 3. 06 7to8 8. 55 
7to8 4.00 8 to9 10. 58 
25 4to5 2.26 || 40. 6 to7 8.57 
5 to 6 3. 16 7to8 10. 48 
| 6to7 4.18 8 to9 12. 78 
7to8 5. 36 9 to 10 15. 37 
8 to9 6. 72 45... 6 to7 10. 1i 
30. 5 to 6 4. 08 7t08 12. 55 
6 to7 5.41 8 to9 15. 23 
7to8 6. 86 9 to 10 18. 24 
8 toY9 8. 55 50_. 7 tos 14. 85 
StoY¥ 17. 91 
9 to 10 21. 29 


Creosoted pine poles, top dimension, 


12-pound final retention, all States except 


Texas and New Mexico—Accounts 113, 168, and 183, communication systems 


Length in feet 





30 





Top dimen- | 


Period base 
price f. 0. b. 


| 
Length in feet 


Top dimen- 





98505—57—pt. 1, vol. 1——-47 


sion in treating sion in 
inches plant, in- inches 
cluding 
treatment 
4to5 $1.70 || 35... | 5 to 6-- 
5 to6 2. 40 || | 6to7 
6 to7 i 3. 25 7 to 8__. 
7 to 8_. 4, 25 | Oe Pucks oc 
4to5 | 2.40 |} 40_- --| 6 to7--. 
5 to 6 3. 35 7to8 
6 to 7 4.45 8 to9 
7to8 5. 70 | 9 to 10 
8 to9 7.15 45__. ..| 6to7 
5 to 6 4. 35 | 7to8 
6 to7 5.75 | 8 to9 
7to8 | 7.30 | 9 to 10 
8 tod | 9.10 |] 50.-.. 7 to8 
8 to9 
| 9to10 





| 
| 


Period base 
price f. 0. b. 
treating 
plant, in- 
cluding 
treatment 


wR 
Onc 
= yr 
oS ou 


11. 25 


11.15 
13. 60 
16. 35 
10. 75 
13. 35 
16. 20 
19. 40 
15. 80 
19. 05 
22. 65 
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Untreated poles—Accounts 113, 163, and 183, communication systems 

















American Standards Asso- 
Length in feet T op dimen- a ciation specification 
sion ; 
inches pre ; 
Number Period base 
price 
Dic cwncodvesbtibaccdtdsdentnnataquitugnchbiacooss 0 ED Biswteccel $0. 75 10 $0. 75 
a 1.10 9 1.10 
DOU Fiininoes 2. 00 8 1.90 
6 2.00 
SI sc cnsemaleteaspecatiathibelatnasincatinncaninnisiloars 4th... 1.35 10 1.35 
. ) | 2.10 9 2.10 
OOO tiidcdnnes! 2. 65 8 2. 65 
7 to 8...... 4. 00 6 3. 75 
Bilabocossoncaccuscenegundshundansenncotensoness Ri) aa 3. 00 Ss 3.00 
i Titans 4. 50 7 4. 50 
it om 6 00 6 5.75 
i), == , aaa dnanbn wkend 
i nteeteugh cosets Rdenakoonakenasansaie | 609 6i.4-..! 5. 50 7 7.40 
| 620 7.2.4...) 7.40 6 7.75 
7 to 8.. ‘ -| 9. 50 | 5 10. 00 
OD imasice 10. 50 4 11. 00 
Dh cccocdsnnetbesnattdnhesophpeonaecsapeionnednne UE xinsbies 9. 50 4 11. 00 
Te teskedken 11.00 3 12.00 
i) 11. 50 | 2 13. 00 
se SA a ha NOS 7.4K 10. 00 | 4 11. 00 
Bi eee | 11. 00 | 3 13. 00 
8a). -| 12. 00 2 14. 00 
BBs cncccwccescudccatcenssessssnccsonscccovcsses 7 00 Geanrewese | 12. 50 3 14. 00 
| 8 to 9.......-| 13. 50 | 2 17.00 
' 


| 


Norte.—Prices for northern whitecedar (E. C.) and western cedar (W. C.), untreated, are identical. 

F. o. b. point northern whitecedar is Escanaba, Mich., and for western cedar is Centralia, Wash. 

Butt treatment will be computed by adding the percentage shown below to the above prices for untreated 
poles: 


Percent 
IRS TIC Os SE ind std nniddnnncimmegbanengiindbenahnestbencsabestasbedscsadehioecdoees 27 
RRONER 20.” WY 5 0d. NODS on cikccecanescecsdcddanndcqswewncannngaassctednslabobissereouecounnws 24 
i i EE ns nacchddnabamedwansnuddedengescinnestGessthbieetabasthbpameesnéhnm 15 
EN HR. /OE SEF Re de pedtadhonusancncsacnddudsansscksscouctacheehetubabsacsbibcccescecs 15 
Seen CRONIN RAs oe 80 SL oo sicincecccacccanecn snl shapesssansnededessetdssuababasncdsunsusosuse 34 
Permex process W. C., 36 inch........-..-.-- dab Rdla nba thé sania wivanigakinda wtih etek in Wisneiiinmatnaéin 30 
i i ae a os acnddabarentducaceuendbddabieéhkncnansehisebeehetoknasdsassseoseees 34 
SETTING POLES 
The following apply to all poles: 

Period price Period price 
Length in feet: earth setting | Length in feet—Continued ¢@th setting 
Be lectateee ec aetccs relat aan aeaieadioes $3. 15 re eS a ee a sia $10. 20 
Wc usuienesnatenchaicaseade apse ain atean ee 3.9 SSS aecae sateen 14, 82 
eer ecakcah viet ate Sdamtecgn nasa eadakas 4. 76 i les Sa es 17. 75 
ONS Gaia Satay aves iene 5. 61 aha hi ae cktial fan ia cdarsk dps tm aeaaaieben 21. 09 
eh ees cae ode has meen es 5. 46 ited eacinetnedreabetiestharnnasaeniins 26. 21 

ee ian Cedi cc ncestenn 7. 99 


Rock or swamp settings to be priced at $3.87 each; to be shown separately in 
computations. This is a differential for these settings. 


PINS 
nes nn IE EN ON Do seeentneningeenasiowinreeschinbiehemmananion $73. 92 
«NOI IIR OE ON sacs cece mses c Seance naire 24. 00 
Tyr ee Re CT SOIR T0) OO ooicreecere wiecnmmnm wena 47. 00 
Eee, See 2) COCR 10 SERCO) 6c ccm meenncnenennemennan 1. 40 
eameponstsod pmencum (ORCH Ti TIAGO) nnn cccncctccwnccencnne 2. 60 


DOUBLE ARM 
Spacing bolts and labor—$1.95 in place. 


WIRE 
Copper 

The base price for copper wire to be used in computing cost of reproduction 
now for pricing period will be $0.13 per pound, f. o. b. mill. 








2 
0) 
0) 
i 


y 
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Iron 
The base price for iron wire will be $3.85 per hundredweight, f. o. b. mill. 


Copper weld or copper clad 
The base price for copper weld wire will be $0.122 per pound, f. o. b. mill. 


Weights to be used 


Pounds 

per mile 
Bi By Bi NG.16: (DANO. COMDOT) 9 ccacceqeecss cit meninendsind eek sin ansipnaaennns Bickaehinel 440 
Bs ae, ig RO ele CO: COTO Dos kiiniocesntinscnterinpesteninmtilpmeenimicielateipihasnieeitinimel 315 
B&B. NO, S CDOTS: CODDER ) se jas ciciinietgtnttlte dentine serine waliistntimiianiindl 275 
We Ge FOO S CI COE Dn i erect waciecsismntnnbieteatee 457 
Bis Be Bi Pik D CORSO CAST) nica siccd epic etcicrsenesidtinrmnniiiecaibddesbdia adam 218 
Be W. Gi Rov: 10: (UGLO COPDEE) on tknodbecinctiiendmnbedane 301 
ii: Bi: NOc 1B (RRDS COBDEE) en eneitngctinadinnhbsingiatainwnabiaeiams 174 
Te Es. aa AN GE Bs sharhecisinceswiccvessncs ones ean eneninileaeapallanamaaidiaai annie 139 
Ba eGR. BUG, BD CORD COMMAS } ans icenss cdaitnicntionad dep uctindbliicipartnapacigiaiciaiei Ripa ipa 240 
GE, Ss, LOUNGE CIID cs cincn csscssnsnp onion ssi cocina cna eneangacidaaedaaentadiadememannaia 110 
Bs Wile aa Pee Be aba Sue dceenesienin atin dense vigsanstnnrcieniaticiaeedimmmniaeaariats 811 
a ey i Bei BI lib sinters tin abirombine ennai bicectnmahaee 573 
pe a Me NG. eI cdl acta ancices gs citing ingleabainbidienedatpeaeaiepsctecsipadisesdataniametis 450 
STs les Oe I ROU BLES no ism eptiirentnny apiedciiebek cab cc tadhen pilin eeibanmanins inane 378 
TR es: Sai DOE OP Bi ce ccancsninccssts tnt ckieonsenapainian idea aaa anne 305 


Weights shown above have been increased to cover sleeves and tie wire. All 
wire not shown above will be computed using standard weights and increased 
in the same proportion as above for sleeves and tie wire. 

Insulators will be computed on the basis of 35 contacts per mile and added to 
the “in place” price of wire. 


Tree trimming or clearing right-of-way 


Per mile 
POINT cccicccnciann cites Gipntactincgne tesa biplane iaae tapi icin ciate jalapccemaen eae $75. 00 
ID inthis tp ch dist stench amatittbtalchn tlie tibiae vitihindinhelent tee bigstnepotim i ciated 50. 00 
EAB sikh. hie itiblsiss tha eed actin awe dbl SL hint cane weaned 25. 00 
ANCHORS 
All anchors to be priced at $6 in place. 
GUYS 
ml 16,000 poune test (it Dince) 2 ee ae eee. $4. 00 
AT TODOS DOU CONS Cit TROT oi ee ee es 3. 50 
PETE Trt TT,” COIR WO Fane hse hee tree ree rte 2. 96 
sit Fee poune test Cie DARCS) ak on ance ogra meee nate 2. 50 
CROSSARMS 
All crossarms, 4 feet in length (in place, including hardware) ~-__________ $1. 38 
All crossarms, 6 feet in length (in place, including hardware). ...______ 1. 63 
All crossarms, 8 feet in length (in place, including hardware) -.-_.--____ 1. 95 
All crossarms, 10 feet in length (in place, including hardware) _.__.--__ 2.13 


Aerial, submarine, and underground cable, also underground conduit, to be 
priced on the merits of each installation. 


ENGINEERING AND GENERAL EXPENDITURES 


Mr. Hood then took up the subject of engineering and general expenditures. 

Mr. McLaughlin stated that he had reviewed the previous recommendations at 
conferences and some of the members of the committee thought the figure of 144 
percent for engineering was too low. He recalled that Mr. Tate had stated that 
this percentage was much lower than had ordinarily been used in the valuation 
of other kinds of property. 

Mr. Hood asked if anyone had any data with which to back up his opinion 
that the figure was too low. 
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Mr. Weidner then stated that while he had no tabulation of data to present, 
he thought the figure of 1% percent for engineering was too high and that 1 
percent would be more nearly correct. 

Mr. Peper had no data to present, but thought that a variation should be made, 
dependent upon the size of the property. 

Mr. Rosebrugh stated that 11% percent was too high for engineering. 

Mr. Hansbury stated that he previously had said there was plenty of data to 
support a figure of 1% percent or lower. 

Mr. Shields stated that he thought the figure should be between one-half and 
three-fourths of 1 percent, and that these figures were in excess of data reported 
by the gulf. 

Mr. Hood stated that we should not forget that in many instances all charges 
may not be included in the data. 

Mr. Lomax said that from his past experience, 1%4 percent was too high and 
that he thought 1 percent would be about right. 

It was agreed that 1 percent for engineering would be adopted as a guide 
percentage. 

General expenditures was then discussed and a guide figure of 1%4 percent 
agreed upon, 

It was also agreed that decisions reached on interest during construction at 
previous meetings should be used as a guide. This would be a 6-percent rate. 

It was then agreed that a carrier subcommittee on structural and equipment 
accounts would meet again in Washington on June 8, 1936, to continue these 
subjects. 

The meeting adjourned at 3: 38 p. m. 


BUREAU OF VALUATION 
ENGINEERING SECTION 


Minutes of meeting with Pipeline Carriers’ Committee on Unit Prices, 
June 8, 1936 


The meeting opened at 11 a. m., June 8, 1936. The following were present: 

For the carriers: R. B. McLaughlin, J. H. Peper, C. R. Weidner, O. Q. Lomax. 

For the Bureau of Valuation: Louis Hood, J. E. Hansbury, M. J. Cairns, F. P. 
Cahill, C. W. Gasaway, R. W. Shields. 

Mr. Hood handed Mr. McLaughlin revised page 22 of the minutes of May 16, 
1936. This revised page covered certain additional items, such as stairways, 
etc., which were omitted from the original copy of the minutes. 

Mr. Hood also handed Mr. McLaughlin a tabulation of prices for various tele- 
graph and telephone items which were developed from base prices previously 
agreed upon by the committee. These items were approved by the committee as 
a whole. They are attached to these minutes as attachment A. 

Mr. Hood then advised Mr. McLaughlin of the organization of a special pipe- 
line group to work on pipeline collections and reports. He asked Mr. McLaughlin 
what he thought about the possibility of larger pipeline companies sending 
several men to Washington to work with the Bureau’s men on their own property. 
Mr. McLaughlin advised that he would take the question up with the Gulf Pipe 
Line Co., that being the next large carrier on which a report would be prepared. 

Mr. Hood asked Mr. Cairns if he was ready to proceed with the committee 
on prices for equipment. Hestated that he was. 

Mr. McLaughlin stated that Messrs. Peper, Weidner, and Lomax would work 
with Mr. Cairns. 

In reply to Mr. Hood’s question, Mr. Lomax stated that he would start on 
the special notes for his company in about 10 days and that he would take 2 or 
3 weeks to finish them. 

Mr. Peper stated that the inventory of his lines would be completed July 1. 

Mr. McLaughlin requested that 100 copies of the tabulation of construction 
costs be sent to him at Houston, Tex. 

Mr. McLaughlin asked what items Mr. Cahill wanted the committee to work on. 
Mr. Cahill stated that wood tanks, with J. M. roofs, and certain other 
miscellaneous items had not yet been agreed upon. 

Mr. Weidner raised a question regarding the figure of 30 cents per ton-mile 
haul on pipeline construction. Mr. Hansbury stated that if the haul was over 
10 miles, an adjustment would be made in the previously agreed figure on the 








% 
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pasis of 30 cents per ton-mile. Mr. Weidner stated that the 30 cents per ton- 
mile was a very low figure. Mr. Lomax agreed with Mr. Weidner. 

The meeting adjourned at 11:38 a. m., to convene at 1:30 p. m. on Tuesday, 
June 9, 1936. 





BUREAU OF VALUATION 
ENGINEERING SECTION 


Minutes of meeting with Pipe Line Carriers’ Committee on unit prices, June 10, 
1936 


The meeting opened at 11 a. m., June 10, 1936. The following were present: 

For the carriers: R. B. McLaughlin, J. H. Peper, C. R. Weidner, O. Q. Lomax. 

For the Bureau of Valuation: Louis Hood, J. E. Hansbury, M. J. Cairns, F. P. 
Cahill, C. W. Gasaway, R. W. Shields. 

The group working on equipment prices submitted the following report: 


Accounts 108 and 158, pumping equipment 

The following 1934 period prices, agreed to June 10, 1936, by a committee com- 
posed of representatives of the Bureau and the pipeline companies, are to be 
used as guide prices: 


DIESEL ENGINES (100 BRAKE HORSEPOWER AND OVER) 
1934 period prices 


Manufacturer and location of factory : 
De La Vergne Engine Co., New York, N. Y. 
Worthington Pump & Machinery Corp., Buffalo, N. Y. 
Busch-Sulzer Bros. Diesel Engine Co., St. Louis, Mo. 
McIntosh & Seymour Corp., Auburn, N. Y. 
Nordberg Manufacturing Co., Milwaukee, Wis. 
Fulton Iron Works Co., St. Louis, Mo. 
Allis-Chalmers Manufacturing Co., Milwaukee, Wis. 
Price f. o. b. factory : 
New, per brake 


Horizontal engines : horsepower 
200 Serene NOTRSDOWEE 38 ook sc nccnesnsnnndan’ 52. 00 
Vertical engines: 
IGG 20 Dow DRURS NORROD OWE iin iccecis caniccsoeneceneadele 52. 00 
SOO Go GED Bre. ROCIO iiss niercsnseiineenmael 47. 00 
600 brake horsepower and OVC? qq... 2. ss nnn iincccccenies 42. 00 


Note.—Secondhand price: 70 percent of the above new price. 
Norp.—The above prices include standard cast-iron exhaust muffler (but not the piping); 
water jacketed exhaust manifold, starting and injection air tanks and gages, lube oil 


<irculation pump, gravity or me lube oil tank, barring device, force-feed lubricator, twin- 


fuel strainer, standard outboard bearing and stub shaft for direct connection, steel or iron 
platform and steps, 1 exhaust valve and cage, 1 intake valve and cage, 1 set of wrenches 
and special tools, 1 complete flexible coupling for engine and _- 

Note.—If flexible coupling is priced in accounts 110 and 160, deduct $2 per brake horse- 
power from above new prices. 


TRIPLE-EXPANSION PUMPING ENGINE 


1934 period prices 


National Transit Co. type Nos. 3 and 4. 
Price f. 0. b. Oil City, Pa.: New $0.13 per pound. 
Secondhand price: 70 percent of the above new price. 


HORIZONTAL PLUNGER PUMPS 
1934 period prices 


Horizontal duplex plunger power pumps, horizontal triplex plunger power 
pumps: 
Manufacturer and location of factory : 
National Transit Pump & Machine Co., Oil City, Pa. 
Worthington Pump & Machinery Corp., Harrison, N. J., Holyoke, Mass. 
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Gould’s Pumps, Inc., Seneca Falls, N. Y. 

The Prescott Co., Menominee, Mich. 

Wilson-Snyder Manufacturing Co., Braddock, Pa. 

Allis-Chalmers Manufacturing Co., Milwaukee, Wis. 
Price f. 0. b. factory: 





Diameter plungers | Stroke | New, per 
| (inches) | pound 
Triplex pumps: | 
All ito th anise sp indies oi sia acaniads iginveskte ~ 36 | $0. 13 
Do. ST Siem Hondantuie eines oe 24 | 13 
Duplex pumps: | 
ETL wd nic andbe Sbbbadsdode odehie . Sdttedenntih 7" -| 24 | .13 
| ae sebeduaids ns tacsceeaaih iain mn ie doll ce tenmenttalne aa | 20 | . 135 
eee tt ee : a et al 18 | . 135 
De Lies. sited adi sachin sede naainibe pi Stibds cabiteks Sli ade) 12 | .18 
| 


Norte.—Secondhand price: 70 percent of the above new price. 
The above prices include oil-tight master gear and pinion guard, crank guards, sight feed oilers with reser- 
voir and piping, suction air chambers, relief valve, bypass valve. 


PISTON PUMPS 
1934 period prices 
Horizontal duplex piston power pumps: 


Manufacturer and location of factory : 
National Transit Pump & Machine Co., Oil City, Pa. 
Worthington Pump & Machinery Corp., Harrison, N. J., Holyoke, Mass. 
Gardner-Denver Co., Quincy, Ill. 
Gaso Pump & Burner Manufacturing Co., Tulsa, Okla. 
Prairie Pipe Line Co., Caney, Kans. 
Wheatley Bros., Tulsa, Okla. 
Gould’s Pumps, Inc., Seneca Falls, N. Y. 


Price f. 0. b. factory : 





Diameter cylinders Stroke New, per 
(inches) pound 
rel ° 6 $0. 25 
REwes. owes i ota tor norntactin ila ea itn 10 21 
tinh eimeshienes owatinnmowne | 12 19 
17 


Note.—Secondhand price: 70 percent of the above new price. 
PORTABLE PUMPING UNITS 
19384 period prices 


Gaso and Wheatley portable pumping unit with 10-inch stroke, horizontal 
duplex power pump and 50-horsepower engine : 
Price f. o. b. Tulsa, Okla. : 


Neen nn ad $2, 000 
I i ar 2,200 


Note.—Secondhand price: 70 percent of the above new price. 





Creu 
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FIELD PUMPS 


1934 period prices 


es: 

Walking beam 

Piston power pump (Jerker) 

Rodline 

Makes: 

Gaso, Grimes, Henderson : Price each 
Bs Mie Mihs SIE «WRU tisinncccsicecec'en ecasee enc oonee- apeciesiememasncivis enlcaaeeemaaeaa en $100 
NU Tc a as elec Semi soem nie se 55 

National transit: 
Tes Gis er UIE SROIUE , c. o-canesun cies anin'es econcaecestaeanenenmenincneects aac 200 
OE MUI ites ts ci rninsasdensts veining guns oxonipenaaanadianenee nase batetee aa 110 


INSTALLING MACHINERY 
1934 period prices 


Installation consists of: Factory erection engineer’s salary and expenses; 
uncrating, placing machine on foundation, cleaning, assembly, lining and 
leveling, testing, grouting, painting. 

Cost of installation: 


Item Price 
BONG): (CMGANGCc <i ag bens tenes pecan iaed per ton_. $30. 00 
Plunger pumps: Horizontal and vertical___._._._.___........____-__ do_.... 30.00 
PICO PUMDOs occ 3s beak eR dkni nae do_... 40.00 
Field pumps: Walking beam, jerker, rodline__.....______-___ per pound__ . 02 


Triple expansion pumping engines, National Transit Co., Nos. 3 and 4 
¥ perton.. 30.00 
MACHINERY FOUNDATION 


1934 period prices 


Concrete, all sizes, in place, $20 per cubic yard applied to cubic yards of 
masonry. 

Includes: Haul of foundation materials, foundation materials, excavation, 
forms, pouring, foundation bolts. 

Timber, in place: Price per thousand board measure. 


Untreated pine 




















Upto8by10| 10 by 10 to 7 by 16 to 

| 14 by 14 12 by 18 
—- ee 
i $66 | $71. 50 $96. 00 
Second hand.............. pitspaciege Sabana hea each oiled api eins Gases olen | 40 43. 00 57. 50 





Metal, in place: $7 per 100 pounds. 
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DRAYAGE 
1934 period prices 


Hauling machinery from receiving point to place of use. Includes cost of 
loading, haul, and unloading. 


w Price per 

Haul in miles: ton mile 
ND, 2) Ni hia cihinnid, ohcctnnimn mn ebiitnn eaien aicncntnacs pineal a sina cee gems $3. 50 
DDO: 2 MR vs srctaiciccincnnescnddmnininnmennninamugunasinnigatts 1. 90 
NE i Ia a.cecteuscen coaeadbetepesvapamauonetansece or cnereorsse onto eockantltpenanareranigrreareinyee aie 1. 30 
le snc ncresceacsnienvenon evens hacen ciseocenean aeripneooneeciannin mre Ieee ae eeentg esas Sean mines sometepie 1. 00 
Nee oe ie on cma inmerdeuaaanm memes gep ee . 85 
So aan iabeaoneon ae aaebaipal moe vqerapapegte Satie aks tase shi 16 
BTID HII icscaihustacdondindseahineeammiaecceaapubanes eae eaivessaan demcdsabsnGricgemanen em entointinahy i anaaans an . 65 
scl Seah abalarelnlicintempag DAK Wha . 60 
I ais cota scans abc ieclesoaeib aes aati neni gees ahi etait te Sino . 55 
ON cia acted lene Riese ERD 2 siiciatneeniaiencsarneninneeimuind demmnie . 50 
I in ici eettian: meni qeareeeiesaramonen neentiiennaen ranean 45 
pet Oo DO mallee ss 2. i bose eee. eines ie . 40 
Ceri milbetiess..siiuisi. oil ta idee uly . 40 


It was agreed to accept the schedule of prices, which the committee had agreed 
upon, as guide prices. 

The committe had prepared no schedule of prices for automobiles and trucks. 

Mr. Hood stated that he desired a tabulation of agreed prices for various types 
of cars and trucks, f. o. b. factory. Mr. McLaughlin suggested that these prices 
be obtained from manufacturers. It was agreed that this would be done. 

Mr. McLaughlin stated that unit prices agreed on for equipment covered most 
of the money involved. 

Mr. Hansbury asked why a percent of cost new for secondhand equipment 
had not been agreed upon. 

Mr. Lomax stated that his company had recently purchased some at about 70 
percent of the new, price. 

It was agreed that the percent of new cost would generally be about 70. The 
figures were to be placed on the tabulation of agreed prices previously referred 
to. 

Mr. Cahill was then called upon for a report of progress on buildings and 
tanks. He stated that the committee has spent most of the previous day (June 
9) going over certain points of the previously agreed (May 16) prices. 

After considerable discussion regarding the items of welded steel frames, 
it was agreed that page 20 of the minutes of May 16, 1936, wherein the item of 
steel frames was set out, should be construed to mean either pipe or structural 
steel frames. 

Mr. Weidner then asked that the minutes specify how the cubical contents of 
a building would be computed. 

Mr. Cahill stated as follows: 

“The volume of the superstructure of a building is the product of the 
ground dimensions by a height which is the average height from the bottom 
of the floor construction (sill in wood floor; bottom in concrete floor) to the 
intersection of the wall and roof lines and from the bottom of the floor con- 
struction to the ridge. For buildings with two or more heights, the volume is 
the summation of the ground area under each height by its average height; 
e. g.: A 40-foot by 100-foot building has a two-story portion 40 feet long, with 
an average height of 24 feet. The one-story portion is 60 feet long with an 
average height of 12 feet. The volume is 40 feet times 40 feet times 24 feet 
plus 40 feet times 60 feet times 12 feet=67,200 cubic feet. 

“Reflected in the cost of the superstructure are the costs of floors, walls, roof, 
roof projection, openings, partitions, interior finish, ventilators, gutters, and 
chimneys. 

“The cubic-foot price for superstructures of typed buildings was determined 
by considering several buildings of different sizes and of the same type con- 
structed during the pricing period and for which there were available data 
regarding the cost of construction. The volume of each of these buildings was 
calculated, bills of materials made of the superstructures, and unit prices 
shown on pages 16 to 19 of the minutes of May 16, 1936, applied to these 
quantities. The sum of these quantities by the unit price gave the synthetic 
cost of the superstructure; this price divided by the volume gave the cubic 
foot price of the superstructure of each building. 
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“Since the cost data, in general, show only the cost of the complete building, 
the quantities in the foundation, plumbing, heating, lighting, et cetera, were 
computed and priced with the unit prices shown on pages 16 to 19 of the 
minutes of May 16, 1936. These costs were deducted from the total cost and 
the resultant cost of the superstructure divided by the volume, which gave the 
yearly cubic foot price for each superstructure. 

“From a consideration of these data, a cubic foot price for the superstructure 
was determined. This price is a 1934 period price in place.” 

The question of the tanks shown on page 21 of the May 16, 1936, minutes was 
then taken up. 

The carriers’ committee thought the spread shown on page 21 was too wide 
and stated that certain carriers would be benefited and others penalized if these 
figures were used. Mr. Hood called attention to the fact that these were only 
guide prices. The carriers’ committee wanted to further subdivide the prices 
shown on page 21 of the May 16, 1936, minutes. It was agreed to substitute a 
revised page 21 for the present page 21 of the May 16, 1936, minutes. 

The meeting adjourned at 12: 25 p. m. to meet during the afternoon. 

The meeting convened at 3:40 p.m. The same members were in attendance 
as at the morning meeting. 

Mr. Cahill stated that a new sheet (p. 21) had been agreed upon and was to 
be substituted for page 21 of the minutes of May 16, 1936. A copy of this sheet 
is attached. 

An agreement was also reached for J. M. and breather roofs. These figures 
were placed on revised page 21. 

An agreement was also reached for wood tanks. The report on wood tanks 
was as follows: 

Wood tanks, regular 





1934 period price in place on ground 





Capacity, barrels Flat hoops Round hoops 





| x 
| With | Less | With | Less 








deck deck deck deck 
| 
te Gattandd ncaa callieetes gaits aber detaied aeticns attend $71 $69 $78 $76 
oa eres. ACO Cpaacielh cnalbenseieaenamanskecn cn tetes -| 84 82 92 90 
Nihal arntebibe bis wie ebb nsieniere én sald 115 lil 127 123 
Bele thi Shine tacde ‘omk-cdiapaamease ‘ pa ehewager amen | 146 139 160 153 
i didbumae suns aati y paints ‘ vinta nen 243 228 266 251 
PE hickncknivenece nin dibieils iskocmmnkbh ie 414 398 454 438 
L-500.....- P ie sisal 7 414 398 454 | 438 
IR citicdees @ sens ; —inetne soon aseee 567 541 621 | 595 
TS ii nteacar $B cee aac Enwideaaeath clean a 567 541 621 | 595 
hs instil tiliact y vimiiphdrnss wine oeewes ae ‘ ° ‘ 649 | 610 710 | 670 
incendie nhbndanghents tener ih denddmeninkweatan edie 719 77 787 | 745 
RO . 907 | 843 992 | 928 
6- by 16-foot gun barrel_--.------ is skisaicacnal 146 144 160 158 
8- by 16-foot gun barrel_------- ‘ 197 193 217 | 213 
10- by 16-foot gun barrel__......----- ‘ aon 3 238 230 261 253 
Be er SS SD Ts ck dre nowinauduncesnssawed . 299 288 327 316 





| 


Note.—The above prices are for tanks with cypress staves and bottoms, redwood staves and bottoms 
redwood staves and white pine bottoms. For tanks erected on towers, add 10 percent to the above prices 
The above prices do not include cost of towers. 


The schedule was agreed to by the committee as a whole. 

For secondhand tanks in place, it was agreed that the cost in place would 
be 80 percent of the cost of new tanks in place. This was developed from the 
use of 70 percent of the cost of the material, while the cost of erection would be 
the same as for new tanks. 

Mr. McLaughlin stated that the carriers’ committee would remain intact during 
the remainder of the year and probably all of the coming year. 

The meeting adjourned at 4: 35 p. m. 


JULY 21, 1936. 
Subject: Pipeline Conference. 
Memorandum to Mr. Hood: 
Minutes of the conference held in your office on July 20, 1936, are as follows: 
Those present were Messrs. Spencer, Hood, Cairns, Hansbury, Hoglund, Patton, 
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Douglass, Gasaway, Schaffer, Thompson, Pratt, Dibble, Boice, Cahill, Weiss, 
and Shields. Meeting convened at 1: 30 p. m. 

The first question discussed was the subject of depreciating engineering. Ref- 
erence was made by Mr. Hood to previous meetings where the same question 
was taken up and at that time the decision was made not to depreciate trunk- 
line engineering, but that engineering on gathering lines would be depreciated. 
As far as the Atlantic Pipe Line Co. report is concerned, engineering was not 
depreciated on either trunk or gathering lines. 

Mr. Hood stated the Land Section had requested information as to what basis 
the Engineering Section had used in arriving at the depreciation on certain items 
in the Atlantic report so that they could use the same basis for accounts 102 
and 152—rights-of-way. Information on physical lives, service lives, and esti- 
mated life of pools has been furnished them, and he thought they were well 
satisfied with the information. 

Mr. Hood stated the question now comes up as to whether we desire to make 
any change in our previous recommendation as to the depreciation of engineering. 
The present classification of accounts is dated January 1, 1935, and calls for 
the depreciation of rights-of-way. The classification of accounts in force on date 
of valuation did not have engineering set out as a separate item, but we are 
putting it in our engineering reports in accounts 106 and 166. The agreed figure 
for engineering is 1 percent to be used as a guide, this being exclusive of land, 
rights-of-way, general expenditures, and interest during construction. 

A general discussion of the subject then took place, and it was agreed that we 
would not depreciate engineering on trunklines but that engineering for gathering 
lines would be depreciated; also that engineering for gathering lines should be 
depreciated on the basis of the same percentage shown in account 105, pipeline 
construction. 

The question of price books was then taken up, and it was agreed that we 
would prepare price books for each carrier. The information for the Atlantic 
will be furnished to Mr. Shields who will assemble the same and submit it for 
criticism, 

The question of signatures to go on the 561’s was then brought up, and it was 
decided that Mr. Hood’s name would appear on all 561 forms. On form 624, Mr. 
Douglass’ name would appear on the line headed “Correct,” and Mr. Spencer’s on 
the line headed “Approved.” 

The question of Mr. Hansbury’s carrying forward the studies on depletion was 
then brought up. It was decided that he would keep up the study. 

Conference adjourned at 3 :45 p. m. 

R. W. SHIELDS. 
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BUREAU OF VALUATION 


Minutes of meeting with Pipe Line Subcommittee on supplement No. 8 to 
valuation order No. 3, October 13, 1936 


The meeting opened at 10:15 a. m. October 13, 1936, in the office of Director 
Lewis. Those present were: 
For the pipelines: 


R. B. McLaughlin, The Texas Pipe Line Co. 
Guy L. Tate, Magnolia Pipe Line Co. 

J. H. Peper, Northern Group 

Carl R. Weidner, Sinclair Prairie Pipe Line Co. 
C. M. Rosebrugh, Gulf Pipe Line Co. 

W. L. Naylor, Gulf Pipe Line Co. 

O. Q. Lomax, Humble Pipe Line Co. 

J. L. Shoemaker, Stanolind Pipe Line Co. 

J. W. Cason, Standard Pipe Line Co. 

G. L. Shanks, Shell Pipe Line Corp. 

©. H. Gompf, Illinois Pipe Line Co. 


For the Bureau of Valuation : 
E. I. Lewis, Director 
M. A. Pattison 
T. M. Ross 
R. A. Lacey 
A. B. Manly 
Louis Hood 
J. E. Ragan 
R. W. Shields 
John E. Hansbury 

The meeting was opened by Director Lewis, who made a few general remarks. 
He was of the opinion that the conference would deal largely with engineering 
matters, and wished to know what general procedure the Pipe Line Committee 
desired to follow. 

Mr. McLaughlin stated that the procedure followed in the past was satisfac- 
tory and that after the general conference, it would probably be advisable to 
break up and have separate conferences with the individual sections, Land, Engi- 
neering, and Accounting. 

Mr. Lewis then called attention to page 2 of Mr. McLaughlin’s letter of Sep- 
tember 30, 1936, and to the paragraph in which Mr. McLaughlin desired modi- 
fication of supplement No. 8 to valuation order No. 3, quoting the paragraph 
as modified : 

“Schedules M-P and instructions relating thereto, covering property owned 
and held for purposes other than those of a common carrier will not be required 
of the noncarrier divisions of companies engaged in producing, transporting, 
manufacturing, or marketing operations.” 


and stated that he had just been discussing that paragraph before the meeting 
convened and wanted to know what was involved. 

Mr. McLaughlin then stated that the carriers were not satisfied with the way 
in which the paragraph had been written, and they wished the problem involved 
in the paragraph to be cleared up at this time; that certain of the pipelines, such 
as those of the Gulf, were only a department of an integrated company, which 
company was an industry engaged in producing, transporting, refining, and mar- 
keting oil, and that he did not think they should report noncarrier property of 
the industry unless it would have been reported as such with the pipelines. 

Mr. Hood stated he understood that Mr. McLaughlin wished to treat the sub- 
ject just the same as was done by the Bureau in the valuation of the pipeline 
property of the Gulf Refining Company of Louisiana and the Continental Pipe 
Line Co., the latter company also being engaged in an intrastate business. Mr. 
Hood added that these intrastate properties had been inventoried by the Bureau. 

Mr. McLaughlin agreed to this statement. 

Director Lewis thought, however, that the use of the term “transporting” in 
the controversial paragraph was going too far. 

Mr. McLaughlin then stated that what the carriers had in mind when they 
used the term “transporting” were the tank cars and ships used by departments 
other than the pipeline departments, and he wished to exclude the railroad end 
of the industries’ business from the inventory of the pipeline department. 
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Mr. Lacey was then requested to give his opinion, and he stated that he thought 
the carriers intended to make a report of all property used in pipeline operation, 
some of which was noncarrier, and he was agreeable to the paragraph being 
modified to so state. 

Mr. Manly, in response to request, expressed the opinion that it was clear 
now as to what was intended by the paragraph, and that the carriers would report 
noncarrier property used in pipeline operation. 

Mr. Ross stated that it was clear as to what was wanted and it should not 
be difficult to properly phrase it, and that it was not the intent to report “other 
property” unless used in connection with pipeline operation. 

Director Lewis then inquired if the representatives of the carriers fully 
understood that certain property now classified as noncarrier may be later 
classified as carrier property. 

Mr. McLaughlin stated that this was understood, but inquired who made the 
transfer from noncarrier to carrier classification, 

Director Lewis stated that it was an incident of operation, that when a station 
formerly not used was put in operation, it would be reported to Mr. Lacey on 
the returns to valuation order No. 3. 

Mr. Lacey agreed to this, but added that the returns would be checked and 
if not correct, exception would be taken to the returns. 

Mr. Tate inquired if the engineering report would give the status of the par- 
ticular property item, as to whether it was carrier or noncarrier. 

Mr. Hood stated that the engineering report and the land report would show 
the status of the property. 

Mr. Manly stated that the classification of land usually followed the engineer- 
ing classification and that if certain property was considered out of service by 
the engineering section, usually the land was also considered out of service. 

The meeting was adjourned at 10:42 a. m. to resume conferences with the 
land section on the proposed supplement No. 8 to valuation order No. 3. Mr. 
Manly estimated it would take only a few minutes. Subsequent conferences 
were then to be held with the engineering and accounting sections in the order 
named. 

JOHN EB. HANSBURY. 


BUREAU OF VALUATION 


ENGINEERING SECTION 
AveustT 1, 1936. 
MEMORANDUM 


Mr. R. B. McLaughlin, chairman of the Engineers-Accountants Valuation 
Committee, American Petroleum Institute, called on Thursday, July 30, 1 day 
ahead of his anticipated date, and a conference at 2 p. m. was arranged through 
me with the Director. Mr. Spencer was unable to attend this conference in the 
Director’s office, due to a previous engagement. 

It developed, however, that Mr. McLaughlin desired to take up with the Direc- 
tor only one question which was that he be not pushed for comments to supple- 
ment No. 8 to valuation order No. 3 until some future date on account of ill 
health. It was agreed with the Director to allow his committee until August 25 
in which to file comments or suggestions to the proposed supplement to the order, 
and that after our Bureau had an opportunity to go over the suggestions that his 
committee be given an opportunity to confer with us early in September. It was 
agreed that after the conference, the cirticisms, if any, would either be accepted 
or declined and the supplement to the order issued, same being effective January 
1, 1987. 

After the conference in the Director’s office, Mr. McLaughlin, Mr. Shields, and 
myself continued our discussions in my office, and Mr. Spencer joined us. 

It was pointed out that no representative of the American Petroleum Institute 
would receive a copy of any of our tentative reports, but that the Bureau’s 
dealings would be direct with the pipeline company whose property the tentative 
report covered. 

We called in Mr. Cairns while we discussed the desirability of the Working 
Committee agreeing with our Engineering Committee on guide prices to cover 
motors, generators, and centrifugal pumps, which three items of property were 
not covered through meetings up to and including June 10 of this year. Mr. 
McLaughlin moved to take up with one of the northern companies having head- 
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quarters at Harrisburg the question of furnishing one engineer to work with 
Mr. Cairns on this subject. He is to advise later whether the engineer in 
question can be secured. Mr. Cairns estimates that with the help of this one 
pipeline man his incomplete data can be summarized so that the members of the 
working committee can very quickly accept or reject the conclusions of the 
proper guide prices for the three items of property enumerated. 

We then discussed the question of proper guide prices to cover passenger auto- 
mobiles, trucks, and trailers. This subject was discussed in our various confer- 
ences, but was passed over with the understanding that the Pipeline Committee 
would secure information to be used from manufacturers. It seems that up to 
the present time little or no headway has been made, due mainly to the fact that 
purchases by pipeline companies are made through local dealers piecemeal and 
not in quantities. In fact Mr. McLaughlin stated that there were no reductions 
from list prices secured by a pipeline company over an ordinary individual, 
except that pipeline companies usually secure a greater turn-in value on an old 
car or truck over an individual. Their dealings in purchasing different highway 
equipment naturally cover maintenance purchases which may or May not vary 
from purchases made in reproduction which would involve larger quantities of 
cars, trucks, and trailers. Personally, I believe the returns under valuation order 
No. 26, listed on form No. 627, will answer our needs and will be close enough 
for all practical purposes, the amounts inyolved being only a fraction of the 
percent of the carriers’ investments. 

Mr. McLaughlin left our office a few minutes after4p.m. He left for Houston 
at 6 p. m. the same day. 

Louis Hoop, 
Assistant Head Valuation Engineer. 


Copy to Director Lewis, Mr. Spencer, Mr. Shields. 


BUREAU OF VALUATION 
ENGINEERING SECTION 


Minutes of meeting with Pipeline Subcommittee on supplement No. 8 to valuation 
order No. 3, October 13, 19386 


The meeting opened at 1:42 p. m., Tuesday, October 13, 1936. Those present 
were: 


For the pipelines : 


R. B. McLaughlin, the Texas Pipe Line Co. 
Guy L. Tate, Magnolia Pipe Line Co. 

J.H. Peper, Northern Group 

Carl R. Weidner, Sinclair Prairie Pipe Line Co. 
C. M. Rosebrugh, Gulf Pipe Line Co. 

W.L. Naylor, Gulf Pipe Line Co. 

O. Q. Lomax, Humble Pipe Line Co. 

J. L. Shoemaker, Stanolind Pipe Line Co. 
J. W. Cason, Standard Pipe Line Co. 

G. L, Shanks, Shell Pipe Line Corp. 

C. H. Gompf, the Illinois Pipe Line Co. 


For the Bureau of Valuation: 


Louis Hood 

J.R. Thompson 
R. W. Shields 

M. J. Cairns 

C. W. Gasaway 

D. P. Thompson 
John E. Hansbury 


Mr. Hood inquired of Mr. McLaughlin if anything had been done about the 
paragraph dealing with subschedule M-P, relating to reporting of noncarrier 
property. Mr. McLaughlin stated that Mr. Ross was to redraft the proposed 
paragraph. 

A discussion then took place as to the allocation of tank cars and vessels 
engaged in different services, such as transporting oil in barges from Texas City 
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to deep water which Mr. Hood stated was, in effect, just a continuation of a 
pipeline operation, and other services which could not be so identified with 
pipeline operations. It was the general opinion that if the tank cars and ships 
were allocated on the books to the pipelines, they should be included in the 
inventory. 

It was then suggested that the clause proposed by carriers to be inserted under 
paragraph 23 be modified by inserting a period after the word “companies” and 
the remaining words, “engaged in producing, transporting, manufacturing or 
marketing operations,” be deleted. The Bureau representatives were agreeable 
to this change, except for Mr. Hansbury who wished to reflect further on the 
matter. 

Mr. Hood then took up the carriers’ objections to the list of units as contained 
in part IV of supplement No. 8. 


Accounts 101, 151, 171—Land 

The carriers agreed with list of units as set out in supplement No. 8. 
Accounts 102, 152—Rights-of-way 

The carriers agreed with list of units as set out in supplement No. 8. 
Accounts 103, 153—Line pipe 

The carriers agreed with list of units as set out in supplement No. 8. 


Accounts 104, 154—Line pipe fittings 

Mr. McLaughlin stated that the items in these accounts amount to only 1.17 
percent of the total of all accounts and that it is unnecessary to go to the detail 
requested; that with the knowledge which the Bureau has from its fieldwork, 
preparation of the engineering reports, and from valuation order No. 27, it 
should be able to obtain reasonable accuracy without such costly and voluminous 
detail. He was of the opinion that fittings are in the penny class. Other carrier 
representatives concurred with Mr. McLaughlin. 

Mr. Hood stated that he was aware of what Mr. McLaughlin had said in 
respect to the value of the account. et cetera, but that one could not always 
consider just the dollar angle; that some accounts, such as line pipe repre- 
senting a large percentage of the total money, are simple, yet other small accounts, 
such as communication systems, are complicated. He further stated that these 
requirements applied to future additions and betterments, but not to retirements 
from the engineering report. 

Mr. McLaughlin then stated that the carriers had been criticized by Mr. 
Spencer for not using judgment and going to so much detail in the fieldwork, 
and that some of the notes for which they had been criticized had been made 
in compliance with demand of the field representative of the Bureau. Mr. Hood 
stated that Mr. Spencer had reference to the time taken to set up and compute 
the field notes on the Atlantic Pipe Line Co. inventory, and that the notes on 
all the companies are not the same as on the Atlantic. 

Mr. McLaughlin thought that, considering the value of the account, his request 
was not unreasonable. 

Mr. Shields stated that pipeline fittings on the Atlantic, taking into considera- 
tion those in accounts 110 and 160, amounted to more money than the buildings, 
office furniture, or boilers. 

Mr. McLaughlin stated that the Atlantic was not representative, and he then 
asked Mr. Shields how fittings had been priced on the Atlantic. Mr. Shields 
stated that they had been set up and priced “each.” 

Mr. Tate said that he would have a job pricing each fitting on the Magnolia, 
to which Mr. Shields responded that they had not experienced any trouble on 
the Gulf. 

Mr. Cairns, replying to Mr. Hood, said that he did not think the carriers’ 
request unreasonable. 

Mr. Weidner stated that to get the fittings in detail with reasonable accuracy 
on a new pumping station layout, it would be necessary to keep a man on the 
job 6 months; that they could not require a timekeeper to do it, and that they 
would not have an accurate inventory afterward; that they did not have a bill 
of material or completion report for fittings, but usually just the amount of 
money for carloads of fittings. 

Mr. Hood stated that fittings are comparable to track material on the rail- 
roads and that there was considerable detail required of the railroads for this 
account. 





th 
ps 
he 


er 
1d 
or 
le 
he 


ch 


CONSENT DECREE PROGRAM—DEPARTMENT OF JUSTICE 731 


Mr. McLaughlin thought, however, that with the information obtainable from 
the engineering reports, a ratio which would be sufficiently accurate, could be 
obtained and used for fittings. 

Mr. Hood stated that the value of the lands is less than that of the fittings. 

Mr. McLaughlin stated that there was just as much reason for Mr. Manly to 
require easements for each parcel of land, and Mr. Hood replied that they 
probably would have been required if the carriers had not agreed to accept 
original cost. 

Mr. Peper stated that they made no segregation of fittings as between the 
different sizes of line pipe fittings and, in response to inquiry by Mr. Hansbury, 
stated that they did not segregate fittings between accounts 104 and 110. 

It was agreed finally to pass up these accounts for later discussion. 


Accounts 105 and 155—Pipeline construction 

Mr. Hood commented that these accounts amount to 23 percent of the total 
of all accounts and not 1.17 percent, and yet the carriers wish to handle the 
same as for fittings. 

Mr. McLaughlin granted such are the facts, but the reason for his position 
was that practically all the items in these accounts were contracted on a 
lineal foot basis and that the divisions of cost for estimate purposes were not 
correct; that the contractor would inflate the bid on those items of work for 
which he first received payment and bid correspondingly low on items of work 
performed last. 

Mr. Hansbury pointed out that the carriers are not asked to set out the cost 
for each unit of property in an account; that in the valuation order No. 3, 
returns for the railroads it was frequently the practice to set out the total cost 
only of the account or structure, but it was required that the proper units be 
set up. 

Mr. Hood stated that the carriers are considering the list of units from an 
accounting standpoint; that what the Engineering Section wants is a list of 
units and if the contract costs cannot be broken down, it cannot be helped. 

Mr. Hansbury stated that the costs as shown on the valuation order No. 3 re- 
turns would not be used by the Engineering Section, but that the quantities 
would. 

There was considerable discussion precipitated at this point and it became 
evident that the carriers were misinterpreting supplement No. 8 instructions 
and had assumed that for each of the units for which quantities were to be 
set up, they would have to set up a corresponding cost. Mr. Tate stated that 
under the instructions in paragraphs 3, 17, and 19, he felt it was mandatory that 
these costs should be set up and if his interpretation was in error, the instructions 
should be clarified. 

Mr. Hood stated that the carriers had not experienced any trouble in inter- 
preting instructions in the inventory work. If they did not have the costs to 
put down against each unit, they could not do it and were not expected to do it. 

Mr. Hansbury suggested that since the Engineering Section is interested pri- 
marily in units of property, the problem raised by the carriers was really one 
for Mr. Lacey’s consideration. Mr. Tate suggested that Mr. Lacey be brought 
in. Mr. Hood stated that he had been invited, but he would again ask him to 
join. Mr. Lacey then joined the conference and Mr. Hood explained to him that 
the carriers were complaining that where units are shown they must also show 
costs for such units as, for example, on a building with known total book cost 
of $15,000, the list of units called for foundation, heating and plumbing units, 
as well as the cubic feet in the building proper. Mr. Hood stated that he had 
told the carriers that the order does not contemplate that they should show a 
breakdown, but that the total cost would be sufficient. 

Mr. Lacey agreed with Mr. Hood’s explanation, adding that the total cost only 
of the primary accounts are necessary, but that the total cost of the building 
should be shown, if available, in the underlying records. He was of the opinion 
that the carriers’ own records are in greater detail than required by the order. 
Mr. Lacey also stated that it was his position that the returns on the form 
588-R sheets do not represent or produce cost data. 

Mr. McLaughlin then stated that the order said one thing and the Bureau 
said something else was intended. He thought the order should be made plain. 
In response to query by Mr. Lacey, he referred to item 3 and item 19, part. I, 
quoting: “Each change shall be separately reported thereunder in terms of the 
units and descriptions prescribed in the list of units with costs allocated thereto.” 

Mr. Lacey insisted that it was not necessary to go into the detail of costs for 
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each of the units, such as the cost of fences, valves, concrete, steel covers, et 
cetera; that the instructions must be read in conjunction with instructions con- 
tained in valuation order No. 3, second revised issue, which was referred to in 
supplement No. 8; that these instructions give a wide latitude in reporting costs, 
although the intent is to keep in line with the classification of accounts. 

It was then decided to temporarily pass up these accounts. 


Accounts 106, 156, and 176—Buildings 


Mr. Hood stated that he was tentatively willing to go along with the carriers’ 
proposal on buildings costing less than $1,000. Mr. Shields stated that on the 
Atlantic 65 percent of the buildings, representing 18 percent of the total building 
eosts, were priced at under $1,000. There was no objection to Mr. Hood’s 
proposal. 

In respect to buildings costing over $1,000, the carrier representatives protested 
the detail required. Mr. Lomax stated that they do not want to perpetuate the 
inventory and that they do not want to spend the money necessary for such detail. 
Mr. McLaughlin wished to know why such detail is necessary. 

In reply, Mr. Hood stated that it is not up to him to pass on the order, but that 
the detail is necessary in order to keep the units up to date; that the 1934 valua- 
tion might never be used, but that a valuation might be required as of 1940, and 
for that reason the inventory must be perpetuated. 

In further discussion concerning miscellaneous items under the building ac- 
counts and the necessity therefor, Mr. Gasaway pointed out that sewer pipe might 
be 50 feet or a mile long and that similar variations could be expected in the 
length of sidewalks. 

Mr. Peper, however, thought that outlets, plumbing fixtures, et cetera, could be 
included in the cubic-foot price of the building. He was of the opinion that they 
would be busy with the physical inventory the remainder of their lives on account 
of the detail required. Mr. Shields suggested that types could be set up and 
filed with form 588—R sheets, and he inquired of Mr. Peper how many buildings 
his company had constructed last year. Mr. Peper said that he did not know, 
but Mr. Lomax said that his company had constructed 50. Mr. Peper added that 
the cubic-foot basis should be good enough for valuation. 

The account was passed over for later discussion. 


Accounts 107, 157—Boilers 


Mr. McLaughlin stated that they would go along with the proposed list of units 
for boilers. 


Accounts 108, 158—Pumping equipment 


The carriers objected to the setting out of small field pumps, Mr. McLaughlin 
stating that his company has 5,000 small rod line pumps in north Texas. After 
some discussion, it was evident that there was a misinterpretation of the mean- 
ing of the terms “lot” and “each” as used in the “List of units,” and, in response 
to Mr. Rosebrugh’s question, it was stated that where the unit of reporting is 
“lot” it will be necessary to show only the total money with description if re- 
quired, whereas where the unit is “each” it will be necessary to show the quantity 
with whatever description is required. 

Mr. McLaughlin then agreed to accept the Bureau’s list of units in these 
accounts. 

Mr. Tate stated that he understood they were to give list of items, brief de- 
scription, and total money. 

Mr. Rosebrugh stated that he understood the cost reported by “lot” to include 
both labor and material. 

Mr. Hansbury stated that the costs are to include whatever costs are properly 
to be included in the particular account. 


Accounts 109, 159, and 179—Machine tools and machinery 


Mr, Cason thought that small tools were included under accounts 115 and 155, 
but Mr. McLaughlin explained that machine tools were included in these accounts. 
Mr. McLaughlin then agred to the Bureau's list of units for these accounts. 


Accounts 110, 160—Other station equipment 


Mr. McLaughlin stated that since there was no accord on accounts 104 and 
154, there would be disagreement on other station equipment accounts, but that 
whatever decision was reached in respect to accounts 104 and 154 would be 
eontrolling. 
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Accounts 111, 161—Oil tanks 

Mr. McLaughlin stated that it was the opinion of the pipeline representatives 
that description of the roof supports is unnecessary. Mr. Rosebrugh said that 
the Johus-Manville or other tankage concern catalogs will give sutlicient infor- 
mation where proper description of the tank is available. Mr. Gasaway thought 
the information unnecessary. 

Mr. Hood then agreed to cut out the following under description of oil tanks: 
“MBM of roof supports.” 

After some discussion it was decided to change the description of items 3 and 4 
of the Bureau’s units to read as follows: “Firewalls and grades—Kind of 
material—cubie yard.” 

Mr. McLaughlin agreed to the list of units as modified in the foregoing. 
Accounts 112, 162—Delivery facilitics 

Mr. Hood brought out that these accounts include many items, some of which 
are set out in the list of units for other accounts. The units herein set out are 
for units not shown in the other accounts and, undoubtedly, do not include all 
the items. 

Mr. McLaughlin agreed to the Bureau’s list of units for these accounts. 
Accounts 113, 163, and 183—Communication systems 


Mr. McLaughlin stated that pole lines should be on a mile basis. 

Mr. Weidner objected to the fifth item in the list of units, “All minor changes’ 
stating that these costs ordinarily come under “Maintenance.” 

Mr. D. P. Thompson suggested deleting the description of the character of 
the work and just stating “Minor changes.”’ 

It was decided to temporarily pass up these accounts. 


Accounts 114, 164, and 184—Office furniture and equipment 
Mr. McLaughlin agreed to the Bureau’s list of units in these accounts. 


Accounts 115, 165, and 185—Vehicles and other work equipment 


Mr. McLaughlin stated that there is a mass of detail involved in these aceounts 
and he would recommend that all items under $500 be reported in lots. Mr. J. R. 
Thompson stated that based on collections of 11 or 12 carriers, the number of 
vehicles under $500 is small and, also, that trailers would cost less than $500. 
Mr. Shields thonght the $500 limit all right. Mr. Hood stated that $500 is too 
high and agreed to make $200 the limit of reporting in lots, to which Mr. 
McLaughlin agreed. 


Accounts 116, 166, and 186—Other property 


Mr. Hood explained that he was aware that under the “Classification of 
accounts” the expenses of engineering and general expenditures were allocated 
to a particular account where expense was incurred, but for purposes of being 
able to identify these amounts and tag them, the Bureau had decided to set them 
up separately under accounts 116, 166, and 186. 

There were no objections from the carriers in respect to the list of units for 
these accounts. 

The meeting adjourned at 4 p. m., to reconyene at 9:30 a. m., Wednesday, 
October 14. 

JOHN E. HANSBURY. 
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BUREAU OF VALUATION 
ENGINEERING SECTION 


Minutes of meeting with Pipeline Subcommittee on supplement No. 8 to 
valuation order No. 3, October 14, 19386 


The meeting opened at 9:35 a. m., Wednesday, October 14, 1936. Those 
present were: 


For the pipelines : 


R. B. McLaughlin, the Texas Pipe Line Co. 
Guy L. Tate, Magnolia Pipe Line Co. 

J. H. Peper, Northern Group 

Carl R. Weidner, Sinclair Prairie Pipe Line Co. 
C. M. Rosebrugh, Gulf Pipe Line Co. 

W. L. Naylor, Gulf Pipe Line Co. 

O. Q. Lomax, Humble Pipe Line Co. 

J. L. Shoemaker, Stanolind Pipe Line Co. 
J. W. Cason, Standard Pipe Line Co. 

G. L. Shanks, Shell Pipe Line Corp. 

C. H. Gompf, The Illinois Pipe Line Co. 

H. 8. Austin, Oklahoma Pipe Line Co. 


For the Bureau of Valuation: 


Louis Hood C. W. Gasaway 
J. R. Thompson D. P. Thompson 
R. W. Shields John E. Hansbury 


Accounts 113, 163, and 183—Communication systems 


Minor changes clause-——Mr. McLaughlin suggested that the fifth item in list 
of units, “Minor changes, et cetera,” should be deleted. 

Mr. D. P. Thompson explained that the “minor changes” item would take 
eare of many of the changes that occur during a year on a telephone line; 
that it was the intent that this item take care of changes which would affect 
the capital account, such as extensions to cottages and lag lines to leases and 
it was not the intent to report maintenance expenses under this item. He also 
recommended that a limit be placed on the amounts that could be reported 
under the minor changes item, stating that if the “lot” amount totaled $15,000, 
it should be reported with a description as so many jobs to cottages, et cetera. 

Mr. Tate thought it proper to describe the character of the work, but that 
they should not be required to report the number of jobs. Mr. Hood agreed to 
this and also stated that the limit on each individual job to be reported under 
“lot” would be $200. 

The item as finally approved was: 

Unit 
“All minor changes report by valuation section with brief description_____ Lot” 


Pole lines.—The discussion then centered about the proper units to be used 
for reporting poles, wires, et cetera. Mr. Weidner, complying with a request 
by Mr. McLaughlin that he express his views on this matter, stated that he 
had understood that the average prices used for reproduction purposes as of 
1934 were on a mile basis and he felt that if sufficient description were given 
in respect to the poles, wires, crossarms, and pins, it would serve the purpose 
of valuation in reporting future changes to use the mile as a unit. 

Mr. Hood inquired what Mr. Weidner meant by stating that the 1934 prices 
were on a mile basis. 

Mr. Weidner then said that it was his understanding that the joint agree- 
ments had been worked up on a mile basis. 

Mr. Hood stated that a price in place for poles, wires, et cetera, had also 
been worked up and agreed to. 

Mr. McLaughlin agreed that unit prices in place had been agreed to for 
poles, wires, et cetera, but further stated that due to pressure applied, the con- 
ferees had not had time to work up the prices on a mile basis. 

Mr. Peper thought the detail required in the order was not warranted. He 
inquired if poles lines for each valuation section were to receive a different 
price. 
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Mr. Shields stated that for the same description he would get the same price 
and that the average cost on the valuation section would be used in pricing 
future additions. 

Mr. Cason thought that additions could be reported by showing so many 
miles with poles and so many miles without poles and to report all other changes 
under the minor changes clause. 

Mr. Weidner expressed the opinion that to conform with the order would 
mean pricing out in detail. 

Mr. Hood then asked Mr. D. P. Thompson to state how much work would 
be involved in reporting the changes for 1 year on a section 300 miles long. 

Mr. Thompson said that he would assume that it is desired to increase the 
capacity of the line by two additional wires and that due to inadequacy it is 
necessary to replace the brackets with crossarms and guy wires, and to put in 
some heavier poles. The mechanics of the reporting would be as follows: 


List the poles taken out: Retirement. 
List the brackets taken out: Retirement. 
List the heavier poles put in: Addition. 
List the 2 wires added: Addition. 

List the 40 crossarms per mile: Addition. 


The carrier could report the kind of pins if it desired. 

In response to further questions as to the necessity for the detail units instead 
of mile units, Mr. Thompson stated that if changes were reported on a mile 
basis, there would be no way in which a carrier could be credited—for example, 
when extra crossarms were put on the poles. He thought that detail was 
essential in order to reflect changes which take place on an operating system, 
such as the increase in the number of wires or, as suggested by Mr. Rosebrugh, 
to take care of replacement of iron wire with copper wire. The price per mile 
might vary from $350 to $1,000. 

Mr. McLaughlin suggested that a 30-foot pole might replace a 25-foot pole 
or a creosoted pole replace a cedar pole, but the changes could be reported 
under the minor changes clause. 

Mr. Tate stated, however, that any general rehabilitation or reconstruction 
could not be considered minor and that if 5 miles of new line had been built 
it would have to be reported in the detail units. Mr. Tate was of the opinion 
that the detail units set out in the list of units were necessary in rehabilitation 
work, but thought that they were not necessary for new extensions or expansion. 

Mr. Thompson stated that it was just as much work to average 25-foot and 
30-foot poles in order to get average description for a mile of poles as it would 
be to set up individual units. 

Mr. Tate decided that it was all right to set out the poles, wire, and ecross- 
arms, but it was not necessary to go to that detail on remaining items. Mr. 
Shanks agreed with Mr. Tate, stating that we should have the detail only on 
the major items. 

Mr. Hood stated that we must have the units in detail for pricing, the same 
as was required of the railroads, the Western Union Telegraph Co., and others. 

Mr. McLaughlin thought the minor-changes clause would eliminate a lot of 
grief. 

Equipment.—The discussion then turned to equipment, Mr. McLaughlin stat- 
ing that only motor generators reflected much money. 

Mr. D. P. Thompson stated that in the aggregate there was more money in 
other items of equipment even though the unit cost was less. In replying to a 
question from Mr. McLaughlin as to how 100 fixed telephones on a valuation 
section should be reported, he said that they should be reported as 100 line tyne 
or iron box type telephones and should not be reported individually. 

Mr. Peper thought that since they were hitting an average, the detail should 
be deleted. 

Mr. Rosebrugh thought that it was all right to report major items by units. 
but felt that equipment involved such a small amount of money that it coukKd 
be reported by “lot.” He inquired what percentage of the accounts was repre- 
sented by equipment, stating that the accounts themselves amounted to only 
2% percent. No one furnished data as to the relative value of the equipment. 

Mr. Tate expressed his understanding that it was not the intention of the order 
that costs should be set out against each item, but just the total of the job. 

Mr. Lomax thought there might be some difficulty in determining the amount 
of money involved in reporting by “lot,” particularly when the work is tied up 
on two valuation sections. He also understood that in reporting “lot” price, they 
would break it down to the best of their ability. 
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Rental.—Mr. Cason inquired as to the handling of a wire on a rented pole. 

Mr. Hood stated that owning carrier would be given credit for wires only and 
rights over foreign poles. 

Mr. McLaughlin stated that in some cases his company installed crossarms on 
foreign poles and then relinquished ownership and, also, other companies. in- 
stalled crossarms on his company’s poles and then relinquished ownership. He 
assumed that, in the latter case, his company would get eredit for the cross- 
arms. Mr. Hood agreed to this. 

Mr. McLaughlin agreed to accept the list of units proposed in the order and 


mm 4 


as modified in item 5, “Minor changes.” 


Accounts 106, 156, and 176—buildings 


The discussion then turned back to buildings. Mr. McLaughlin stated that he 
thought a lot of detail was being required for small-station jobs above $1,000. 
He thought the limit of the cost of changes for buildings to be reported as 
“each,” with description and overall dimensions, should be raised from $1,000 to 
$5,000. 

Mr. Hood suggested that the increased limit would eliminate cottages. 

Mr. McLaughlin then called upon Mr. Shanks to express his viewpoint. Mr. 
Shanks thought that the limit should be increased to $5,000, and that the Bu- 
reau’s list of units should be used above that amount. He thought that walks, 
driveways, tanks, and landscaping are minor items in these accounts, and should 
be included in the unit of “lot,” reporting money only. 

Mr. Hansbury expressed the opinion that there seemed to be a tendency to 
consolidate the engineering and accounting reports into one job. 

Mr. Peper thought the minor items should be reported in dollars. 

Mr. Hood requested Mr. Gasaway to give his reasons for requiring detail in 
the building account. Mr. Gasaway stated that he had frequently found that, in 
individual cases, the cost of the so-called minor items exceeded the cost of the 
building itself; that sometimes there were 3,000 feet of sewer pipe serving 
several cottages and station. While admitting that the cost of sewers probably 
would vary more than any of the other items, in replying to Mr. Rosebrugh, he 
also pointed out that there would be a wide variation in the cost of pavements 
and sidewalks. 

Mr. Rosebrugh thought that it would be practicable to put all walks together 
and report by “lot,” except where unusual conditions prevailed. 

Mr. Austin asked permission to express the pipeline viewpoint as distinct 
from an engineering viewpoint. He stated that, as an engineer, he felt details 
were desirable, but that cottages were only an auxiliary to a pipeline; that they 
were in the nature of minor items or appurtenances; that, while it would be easy 
to describe the major buildings, such as pumphouses, it would require a dispro- 
portionate amount of accounting time for minor items, such as cottages, which 
amounted to less than 1 percent. 

Mr. Shields stated that on the Atlantic the reproduction costs of 27 buildings 
were over $5,000 and the reproduction costs of 870 buildings were under $5,000. 

Mr. Hood, in replying to Mr. Austin, stated that he appreciated the pipeline 
viewpoint; that he would probably take the same position they did under their 
circumstances, but that, under the order, the inventory must be perpetuated; 
that the 1934 valuation might not be used, and for this perpetuation the returns 
must be usable and understandable so that buildings may be priced properly. 

Mr. Tate thought the 1934 valuation would be used and trended, but Mr. Hood 
stated that he was in error. 

Mr. McLaughlin inquired of Mr. Gasaway if it was the intention to price out 
each item on the returns in detail. Mr. Gasaway replied in the affirmative. 

Mr. Hood then explained that, first, we would put down the 1934 period money 
for the building account, adjust this amount by subtracting therefrom the retire- 
ments since date of valuation, then increase the adjusted total by the amounts 
produced by the pricing out and extending of the additions at 1934 period prices. 
This final total would then be trended to any desired vear. 

Mr. Hansbury stated that he thought perhaps the term “trend” was not fully 
understood ; that what the Bureau actually would do would be to establish price 
relationships between the cost of items in an account as between the 1934 period 
prices and the prices of some other year. The trend itself for an account would 
be the composite weighted average of the individual price relationship of the 
items comprising an account. 
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Mr. Peper inquired why it was necessary to use units, and wished to know how 
much in error one would be if one used the same trend for outlets, heating, and 
lighting as for buildings. 

Mr. Shanks thought that the type of building could reflect outlets, heating, 
and lighting. 

Mr. Tate thought that the Bureau did not go to the detail of pricing out each 
item listed on returns to valuation order No. 3, at 1934 period prices. He stated 
that he could not afford another physical valuation. 

Mr. McLaughlin expresed the opinion that the detail of lighting, outlets, et 
cetera, should be eliminated. 

Mr. Shields asked which was easier—to set down separate outlets or to set down 
the cost by “lot.” 

Mr. McLaughlin stated that Messrs, Cahill and Gasaway had spent 3 days with 
their committee members trying to “boil down” the work and get away from de- 
tail. Mr. Gasaway replied that they had only tried to arrive at a cubic foot 
price of superstructure only. 

Mr. Peper stated that the carriers wanted the heating, lighting, et cetera, in the 
cubic-foot price at the time of the joint agreement. 

In reply to a question by Mr. McLaughlin, it was stated that the cubic-foot price 
of a building would be affected about 15 percent by the inclusion of heating and 
lighting costs. 

Mr. McLaughlin inquired if the Bureau was going to place a different price on 
each and every building of the Texas Co., based on the number of outlets. Mr. 
Gasaway replied in the affirmative. Mr. McLaughlin said that, while he was not 
advocating making a “dumping ground” where allowed to report items in “lot,” 
they should eliminate as much of the minor detail as possible and that, therefore, 
the price of the outlets, heating, et cetera, should be included in the cubic-foot 
price of the building. 

Mr. Hood stated that, in the past, they had experienced considerable trouble 
with carriers due to lack of detail, and referred to a claim of the Atlantic Pipe 
Line Co. for increased prices on pipeline construction. This company had been 
given an overall price, but claimed that, while the overall price was fine for part 
(the easier part) of its line, it would not be sufficient for the cost of installing 
pipe in rock country. In demonstrating the fairness of the overall price, it was 
necessary to support a price for east Texas, central Texas, and west Texas and 
weight the individual prices into the overall or composite price. He further 
stated that each carrier usually fought for itself and that, on railroad work, each 
one thought that it should receive a better price than the average because of the 
difficult factors inherent on its line. 

Mr. Austin then asked if the cottages had been set up in detail in the engineer- 
ing reports and, on being informed that they would be set out on the form 562 
sheets but not typed into the engineering reports, advocated that an overall per- 
centage be developed from these data since the amount of money involved was 
small. He had checked the percentages to the total costs of the several accounts 
on various lines, and had found that they substantially agreed. For comparison 
with the figures set out in the carriers’ protest, he had found the following on 
six lines: 





6 lines | Carriers’ 

protest 
Accounts, 101, 151, 171—land_._.. . 7. 63 | 0.70 
Accounts 102, 152—rights-of-way sé aes ‘ 2. 69 | 2.22 
Accounts 103, 153—line pipe. . a 41. 55 | 5. 50 
Accounts 104, 154—line-pipe fittings 1. 85 1.17 


Accounts 105, 155—pipeline construction 22. 84 23. 10 


Mr. Shields then stated that Mr. Rosebrugh had brought up the question as to 
whether it would be all right to quote a type symbol, as referred to in paragraph 
3, page 8, of the instructions attached to the order, in reporting returns in order 
to get away from descriptive detail for cottages, including outlets, heating, 
lighting, et cetera. Mr. Hood replied that he had stated previously that this 
could be done, provided the details of the type are filed with the form 588-R 
returns to valuation order No. 3. 

The meeting adjourned at 12: 07 p. m., to reconvene at 1:45 p. m. 

The meeting reconvened at 1:45 p.m. Those present were the same as at the 
morning session. 
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Mr. Rosebrugh opened the discussion. He thought that all the minor items 
connected with buildings could be reported by lot and eliminate the detail. 

Mr. Hood thought that the carriers were making a “mountain out of a molehill.” 
The Bureau, he stated, had to consider that the reports were to be made by 
52 carriers and that very few of the items would occur on any one carrier 
in a year. He then asked Mr. Rosebrugh how much change he would have at 
any one station in a year. 

Mr. Rosebrugh stated there would not be a great deal of change on the largest 
station, but that they were making changes all over the system and that they 
contemplated adding cottages in west Texas. Mr. Hood inquired of Mr. Rose- 
brugh as to how the Bureau could price these cottages if the limit of detail 
reporting were set at $5,000. Mr. Rosebrugh stated that the cottages would 
be priced from the description, but that he would have to make an inventory of 
the property under the present requirements. However, Mr. Hood thought that 
he would have plans available and wished to know if Mr. Rosebrugh in his 
description of a building was going to state that the building included a 50-man 
septic tank, why it would not be just as easy to set down the septic tank 
separately. 

Mr. Tate thought the real problem in respect to details was going to be in 
connection with new systems and not changes in present ones; that it would 
not require much work to report retirements, but that when a new complete 
system was built, much detail would be required under the order. 

Mr. McLaughlin thought the carriers had gone too far with details in comply- 
ing with valuation order No. 27; that the Bureau was figuring the cost of repro- 
duction down to the last penny and then for condition pereent had to use an 
arbitrary figure that might be from 10 to 15 percent in error. 

Mr. Rosebrugh thought that enought data had been secured, in complying 
with valuation order No. 27, to enable one to determine the average cost of 
miscellaneous items in the building accounts. 

Mr. Hood insisted that the only way to perpetuate the inventory was to re- 
quire the list of units to be reported as set out in the order; that he thought it 
was not practical from a valuation standpoint to price pennies, but some detail 
was necessary in order to defend valuation against 52 carriers. 

Mr. Peper stated that they have come to an agreement for average prices on 
many items and he thought that similar averaging would not be out of line 
for miscellaneous building items. 

Mr. Shields stated that lighting on the Gulf inventory was all in account 
160, so average percentages would not apply to the Gulf. 

It was finally decided to report a disagreement in respect to the list of units 
for accounts 106, 156, and 176—Buildings. 


Accounts 105, 155—Pipeline construction 


The carriers’ representatives agreed that the first three items (clearing, in- 
stalling, and coating) in the list of units as proposed by the Bureau were all 
right. Some were of the opinion that the succeeding two items (casing under 
highways and river clamps) were included in the cost of construction. 

Mr. Hansbury stated that the cost of installing the ordinary fittings was in- 
cluded in the cost of construction, but that the contracts frequently set out gate 
valves and clamps at river crossings at special contract prices. 

Mr. Tate then agreed that the first five items were all right, but thought the 
remaining items were so small that they could be included in the price of install- 
ngpipe. Mr. Lomax concurred n Mr. Tate’s proposal. 

Mr. Hensbury said that a very small increase in price of pipe, probably less 
than 1 percent, would take care of the remaining items, other than the 5 pre- 
viously mentioned, and that he thought Mr. Tate’s suggestion was good and 
he was in favor of it. 

Mr. Shields also concurred and Mr. Hood agreed to modify the list of units 
under these accounts by eliminating all but the first five items, namely, clearing, 
installing. coating, casing under highways, and river clamps. 

The carriers then agreed to the list of units in these accounts, as modified. 


Accounts 104, 154—Pipeline fittings 

Mr. Peper opened the discussion, stating that we were now down to real 
pennies; that very little detail was omitted when it was permissible to report 
valves under 2 nches in units of lot instead of each; that it was a difficult job 
to keep track of the .2-inch fittings; that the practice in construction was to grab 
fittings wherever they could get them: that he did not understand why it was 
necessary to keep ells, tees, and unions separate since the cost was about the 
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same for cast iron fittings, and it would mean that when a new station was 
constructed they would have to dig up all the fittings. 

“Mr. SHIELDS. You did not have to do it in the inventory. 

“Mr. Peper. We surely did. 

“Mr. McLAUGHLIN. We did and were requested to do it. We think any detail 
unreasonable for these accounts. The fittings to be reported are mainly second- 
hand.” 

Mr. Hansbury stated that based on his experience with the use of total money 
as reported by railroads in place of quantities, he thought it would be unwise to 
allow the reporting of an entire account by lot. He thought that some per- 
centage rate to the cost of pipe would be preferable. 

Mr. Shields stated that the range in cost for these accounts for different sec- 
tions on the Atlantic was from 100 to 1,000 percent. 

Mr. Austin thought that the figures were not representative, as for the six 
companies he checked on the average was 1.85. 

Mr. Hansbury thought the range would narrow if gathering fields were con- 
sidered separately from trunklines. 

Mr. Tate. The reason for variation in the Atlantic was the use of scrapers, 
causing greater percentages of fittings out in the sour oilfields of west Texas. 

Mr. SHIELDS. Not much trouble to set up the items and one could not get a 
percentage and apply it and know whether one was right or not. 

Mr. McLaughlin recommended that all fittings, except valves, be reported in 
lot. 

It was decided to report a disagreement for the list of units in accounts 104 
and 154—Pipeline fittings. 

Noncarrier property 

Mr. Hansbury then referred to the clause proposed by the carriers, concerning 
nonearrier property, to be inserted under item 23 of the instructions. After 
some discussion, it was agreed to modify this clause to read as follows: 

“Schedule M—P and instructions relating thereto, covering property owned and 
held for purposes other than those of a common Carrier, will not be required o¢ 
the noncarrier division of a company.” 

The meeting adjourned at 3 p. m. 

JOHN E. HANSBURY. 


BuREAU OF VALUATION 


Minutes of meeting with Pipeline Subcommittee on supplement No. 8 to 
valuation order No. 3, October 16, 1936 


The meeting opened in the office of Director Lewis at 10 a. m. Friday, 
October 16, 1936. Those present were— 


For the pipelines : 


R. B. McLaughlin, the Texas Pipe Line Co. 
Guy L. Tate, Magnolia Pipe Line Co. 

J. H. Peper, Northern Group 

Carl R. Weidner, Sinclair Prairie Pipe Line Co. 
C. M. Rosebrugh, Gulf Pipe Line Co. 

W.L. Naylor, Gulf Pipe Line Co. 

0. Q. Lomax, Humble Pipe Line Co. 

J. L. Shoemaker, Stanolind Pipe Line Co. 
J. W. Cason, Standard Pipe Line Co. 

C. H. Gompf, the Illinois Pipe Line Co. 
H. 8. Austin, Oklahoma Pipe Line Co. 


For the Bureau of Valuation: 


E. I. Lewis, director Louis Hood 

M. A. Pattison R. W. Shields 

T. M. Ross John E. Hansbury 
R. A. Lacey W. F. Engel 

A. B. Manly A. A. McEntee 


. Mr. McLaughlin briefly outlined what had transpired since the last meet- 
ing in the Director’s office, stating that he had spent the remainder of Tuesday 
morning in conference with Mr. Manly, and that they had been able to come to 
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an agreement, although it had been found necessary to propose modifications 
of the instructions attached to supplement No. 8. He was in accord with these 
modifications. Tuesday afternoon and all day Wednesday were spent in con- 
ference with the Engineering Section, and he had been able to come to an agree- 
ment on the list of units on all but 2 accounts, namely: Pipeline fittings, 
accounts 104 and 154, and Buildings, accounts 106 and 156. The disagreement 
as to pipeline fittings would also extend to include fittings in accounts 110 and 
160. He had then conferred with Mr. Lacey, and was in complete accord with 
him. In the interest of simplification and clarification, Mr. Lacey had agreed 
to propose modification in the following items or sections of the instructions: 


3. Cost of property addcd 

This subschedule was modified by deleting part of the last sentence, “and 
to each group of like units of line pipe, line-pipe fittings, pipeline construction, 
and similar recurring items,” and substitutng therefor, “except that recurring 
items having the same capacity, dimensions, and description may be grouped 
and the total cost reported as a single entry. For the primary accounts, con- 
taining only property classified as mass property, the total cost for the ac- 
count only need be shown. In every case where the unit of reporting is lot, “the 
cost applicable thereto shall be stated.” 


15. Subschedule 
This section was modified to change reference for reporting changes in land 


from section 7 to sections 7A and 7B, and also to change reference for miscel- 
laneous physical property from section 22 to section 23. 


17. Mass property 


This schedule was modified to eliminate the words, “with the total cost 
thereof.” 


18, Structural and mechanical property 


This schedule was modified by adding the following at the end of the section: 
“except that recurring items having the same capacity, dimensions, and descrip- 
tion may be grouped and the total cost reported as a single entry.” 


19. Structural and mechanical property additions to and retirements from 


This schedule was modified to substitute the words “group with the cost there- 
of” for the word “change,” to eliminate the word “separately,” and to substitute 
“as may be appropriate” for “with cost allocated thereto.” 


Part IIT. Special instructions for miscellaneous physical property 


23. Subschedule M—P.—This schedule was modified to substitute for the words, 
“{—lands and right-of-way, part I,” the words, ‘“7A—lands and rights, and sec- 
tion 7B—right-of-ways, part I.” 

Mr. Ross then submitted the following clause pertaining to noncarrier property 
as a substitute for that proposed the carrier : 

“Companies engaged in producing, manufacturing, or other operations in addi- 
tion to pipeline operations shall include in subschedule M—P nonecarrier property 
of their pipeline divisions only.” 

In response to question by the Director, Mr. Lacey stated that the revision 
of the order, calling for reports to be made for years subsequent to date of valua- 
tion within 90 days from date set by the Director, afforded him greater latitude 
to make exeeptions, if necessary. 

The discussion then turned to the advisability of reporting the valuation order 
No. 3 returns for the years 1935 and 1936 in a consolidated return or in separate 
returns. 

Mr. McLaughlin stated he was agreeable to either method, but if both years 
were required, he would need until October 1, 1937, to comply. He thought that 
it would save some typing to consolidate the two returns. 

Mr. McLaughlin further stated that the carriers should be supplied at the 
earliest possible date with the revision of the valuation sections, since he as- 
sumed that the Commission would not wish to await the rendition of the engi- 
neering reports prior to making returns to valuation order No. 3. 

Mr. Hood stated that the only changes being made in valuation sections were 
to combine the subsections, or offshoots from the main trunkline section, with 
the trunkline section; that it was considered advisable to group the small 
branches and the main section in one place in the report. He added that 10 
companies had already been notified of the valuation section changes and that 
he would try to notify the others as soon as possible. 
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Replying to question of Mr. McLaughlin, Mr. Lacey advised that the practice 
of the Commission in the past had been to furnish copies of valuation order 
No. 3 with the serving of the order, and that this practice would probably be fol- 
lowed in the instant case, so that Mr. McLaughlin need not worry about the 
interested carriers having copies of valuation order No. 3. 

Mr. McLaughlin then stated that he had been rather surprised that the 
Bureau had deemed it necessary under the “act” to supply underlying data to 
State regulatory bodies. He was afraid that they might be put to misuse, 
and thought that the lump-sum valuation figure should be safficient. 

He was informed by Director Lewis that while the “act” might not specifically 
eall for the furnishing of underlying engineering reports, nevertheless, the 
Bureau would have to be guided by the orders and practices of the Commission 
in the past, which were to serve the underlying reports on the State regulatory 
bodies. 

Mr. McLaughlin then suggested a modification, or, rather, amplification of 
portable units as set out in paragraph 5, page 8 of part IV of the instructions— 
the clause to read as follows: “(except portable units, field pumps, and similar 
units of property).’’ Mr. Hood was agreeable to the change. 

Disagreements with Engineering Section 

Director Lewis called upon Mr. Hood to state the position of the Engineering 
Section in respect to those items in the list of units on which they had failed to 
reach an agreement. 

Mr. Hood stated that they had considered the matter very carefully and were 
not asking for any more than they needed to properly price out and perpetuate 
an inventory. 

Director Lewis stated that, of course, the inventory must be able to stand the 
test of the courts. 

Mr. McLaughlin replied that, in his opinion, the courts would not upset a 
valuation if the cost of the outlets and conduits in a building were not set out 
separately but were included in a cubic-foot price. He thought that the descrip- 
tion of the building itself should be sufficient, and that the miscellaneous items 
should be included in the cubic-foot price. 

Replying to question by Director Lewis, concerning the handling of dwellings 
on the Union Pacific Railroad Co., Mr. Hood stated that all of them had been 
inventoried. 

Referring to question raised about reporting buildings by types, Mr. Mc- 
Laughlin stated there would be considerable trouble in preparing types; that 
they did not have plans for many of the smaller buildings; that they sometimes 
prepared sketches, but that frequently, due to rush of work, the buildings were 
constructed before any plans were made. 

Director Lewis inquired what would be the result of raising the limit in 
reporting buildings with brief description from $1,000 to $2,500. 

Mr. McLaughlin stated that raising the limit to $2,500 would catch a mass of 
small buildings, and added that if detail on the reporting of fittings were cut out, 
he would be agreeable to the $2,500 limit on buildings. 

Director Lewis replied that one account could not be allowed to’ swing 
another. 

Director Lewis then inquired about pipe fittings. 

Mr. McLaughlin pointed out that this account is a minor one, reflecting only 
1.17 percent of the total, yet involves a mass of detail. 

Mr. Shields stated that if the fittings inventoried in accounts 110 and 160 
were included, the value of fittings to total would be somewhat higher. 

Mr. Hood stated that there could be no direct relationship between the labor 
allocated to an account and the value of the account, citing signals on railroad 
work as an account sinall in value but on which a disproportionate amount of 
time must be spent. 

Mr. McLaughlin, however, thought a trend would be justified. 

Director Lewis thought we should have an inventory by units, if possible. 

The meeting adjourned at 12:15 p. m. to reconvene at 2:30 p. m. The 
Director, in the meantime, was to discuss the proposals of the pipeline repre- 
sentatives with the various sections of the Burean. 

The meeting opened at 2:30 p. m., with the Director stating that it was the 
general opinion of the Bureau that the carriers had been building up too much 
of a case; that many buildings would stay right where they were for many years, 
and there would not be much trouble or work in reporting the retirements. 





742 CONSENT DECREE PROGRAM—DEPARTMENT OF JUSTICE 


Mr. McLaughlin stated that what the Director said was true for buildings 
over $5,000 in value, but that the experience of buildings under $5,000 would be 
to follow the development of the fields; that there would be considerable report- 
ing for the gathering fields; that one company alone had stated it would build 
50 cottages last year. Replying to a question of Director Lewis, Mr. McLaughlin 
stated that in putting up new buildings, they did not always prepare plans; 
that some companies did and some did not, particularly for buildings costing 
from $500 to $2,000; that, for example, parts of a $50,000 building constructed 
at Conroe, Tex., were gone before the plans had been prepared. 

Director Lewis stated that he had received very little support for his sugges- 
tion of raising the limit from $1,000 to $2,500 for the reporting of buildings with 
a brief description and overall dimensions, and he wished to know what buildings 
would be affected. 

Mr. McLaughlin replied that cottages and some buildings in New Mexico 
would be affected. 

Director Lewis then stated that with the $1,000 exception as to detail, he 
thought they were not imposing a burden on the carriers; but Mr. McLaughlin 
disagreed, stating that they would get very little relief from the $1,000 exemption. 

Director Lewis then asked for the carriers’ reaction to using the present 
$1,000 limit for brief description, then a broader description for buildings costing 
$1,000 to $4,000 or $5,000, and a detail description for units over $5,000. 

Mr. Tate suggested that the divisions might be called brief, general, and 
detail. Mr. Hood suggested running description instead of general. 

Mr. McLaughlin stated that he was willing to do anything within reason, and 
that he would agree and go along with the three groupings, namely, a brief 
description of the building with overall dimensions, where cost was $1,000 or 
less; a general, or running description, where costs were from $1,000 to $5,000; 
and a detailed description in accordance with Bureau’s list of units when cost 
of building was in excess of $5,000. 

Director Lewis expressed himself in favor of this solution of the disagreement. 

Pipefittings—Mr. McLaughlin stated that he had nothing to add to what had 
been stated in the minutes: that he was opposed to the voluminous amount of 
work required for a minor account; that most of the material in the past several 
years had been secondhand, and that it had been the practice of the carriers to 
charge out these fittings on an average price basis. 

Director Lewis then inquired if it would not be practicable to associate the cost 
of pipefittings with the cost of pipe—that is, to establish a percentage relation- 
ship of fittings to pipe cost. 

Mr. McLaughlin replied that he thought it could be done and that Mr. Hans- 
bury had suggested such a method in the engineering conference. 

Mr. Hansbury stated he had suggested that if the data were carefully analyzed 
and gathering field experiences separated from trunklines, gasoline lines from 
oil lines, and certain fields segregated, et cetera, it would be practicable to develop 
a percentage relationship of the cost of fittings to the cost of pipe. 

Mr. Shields stated that he had found a wide divergence in percentages, ranging 
from 1 to 950 percent. 

Mr. Hansbury was of the opinion that while wide variations in percentage rela- 
tionship of costs might be found in some small sections, these percentages would 
all “boil down” for a property as a whole to generally less than 2 percent of the 
value of all the accounts. 

In reply to question by Director Lewis, Mr. Peper stated that he was in favor 
of a percentage rate and that he thought it could be determined for his company. 

Mr. Lomax stated he thought a percentage relationship to the cost of pipe 
could be worked out. 

Mr. Shanks was in favor of a percentage rate. 

Mr. Weidner thought a percentage rate could be determined with a reasonable 
degree of accuracy. He agreed with Mr. Shields that the percentages seem to 
show wide variations, but also pointed out that it was not the practice of the 
carriers to classify fittings according to type, kind, or size, but according to 
money only, and also that the total cost of the fittings in place included the labor 
of placing, which cost was allocable to accounts 105 and 155, pipeline construc- 
tion, and it was impossible to evaluate or determine the cost of this labor as of 
itself. 

Mr. Austin concurred in Mr. Weidner’s views, and stated that in making an 
estimate for the construction of a line, they were not interested in the cost of 
small fittings but estimated a certain percentage for this cost. 
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Mr. Rosebrugh was of the opinion that it would be a relatively easy matter 
to determine a percentage rate, either to all accounts or just the pipe account. 
In replying to a question from the director, he further stated that the percentage 
would probably vary with each company. 

Mr. Tate suggested that the rate would vary between different companies and 
between trunk and gathering field lines. 

Director Lewis inquired who was against the use of a percentage rate for 
fittings. 

Mr. Hood stated that he realized the tremendous amount of detail involved in 
pipeline fittings and that they had tried to develop a percentage rate and had 
been unable to do so. 

Mr. McLaughlin stated that it had been left for further study. 

Mr. Hood further stated that he thought the work involved in reporting these 
fittings would not be difficult. 

Director Lewis then asked Mr. Ross and Mr. Pattison if the use of a per- 
centage rate would conflict with the law. 

Mr. Ross stated that he thought the use of a percentage rate would not con- 
flict with the law, but pointed out when the Western Union Telegraph Co. 
attacked the lack of detail in the Bureau’s inventory, the Commission made 
them secure the details. 

Mr. McLaughlin stated that in this case the carriers did not want the detail. 

Mr. Pattison stated that, in his opinion, the Commission and the courts would 
approve the practical thing to do. 

Director Lewis then expressed himself as favorable to the use of a percentage 
rate to the cost of pipe, to determine value of fittings, and, after some further 
discussion, stated that the rate should be separate for each company; that this 
rate should be used on the returns to valuation order No. 3 prior to issuance of 
the engineering reports, and if rate was found to be in error, it was to be cor- 
rected later. 

The meeting adjourned at 3: 50 p. m. 

JOHN BH. HANSBURY. 


Subject: Machinery. 
Minutes of meeting with Pipeline Carriers’ Subcommittee, February 23, 1937. 


The meeting opened at 9: 30 a. m., February 23, 1937, in the office of Mr. Louis 
Hood, Interstate Commerce Commission Building, Washington, D. C. 
The following were present : 
For the carriers: 
Mr. R. B, McLaughlin, Texas Pipe Line Co. 
Mr. J. H. Peper, Northern Group of Pipelines 
For the Bureau: 
Mr. Louis Hood 
Mr. John R. Thompson 
Mr. R. W. Shields 
Mr. M. J. Cairns 
The meeting was called for the purpose of considering the Bureau’s schedule of 
1934 period guide prices for the following 12 types of machinery, submitted to 
the carrier committee, November 20, 1936, and the carriers’ replies of January 24 
and February 9, 1937: 


Generators, direct current, 1 to 50 kilowatts. 
Motors, alternating current 4 to 100 horsepower. 
Motors, alternating current, 200 to 500 horsepower. 
Motors, direct current, % to 60 horsepower. 
Centrifugal pumps, single stage. 

Centrifugal pumps, multiple stage. 

Air compressors. 

Vertical triplex plunger pumps. 

9. Locomotive-type boilers. 

10. Horizontal tubular boilers. 

11. Steam pumps, horizontal duplex piston. 

12. Engines less than 100 horsepower. 


OD TI OT CO ND 


DISCUSSION 


As the carriers in a letter dated January 24, 1937, agreed with the Bureau’s 
schedule of prices for type 1, generators; types 2, 3, 4 motors; type 7, air com- 
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pressors ; and type 11, steam pumps, the discussion at this meeting was confined 
to types 5, 6, 8, 9, 10, and 12. 

Type 5—centrifugal pumps, single stage: 

It was agreed that the following prices would remain as now set up the 
Bureau’s schedule: 1 inch, $25; 244 inches, $80; 3 inches, $85; 4 inches, $95; 5 
inches, $110, and that the following would be increased: 114 inches from $30 to 
$40 ; 2 inches from $50 to $60; 6 inches from $125 to $140. 

Type 6—centrifugal pumps, multiple stage: 

It was agreed that the prices for the following makes and sizes would remain 
as now shown in the Bureau’s schedule: 


Byron-Jackson, 4-inch, 4-stage (OLMX_) $1,850. 
Goulds, 6-inch, 4-stage (fig. No. 3360) $1,350. 


That the following would be increased : 

Byron Jackson 6-inch, 3-stage from $2,760 to $2,950, and that the following 
would be decreased : 

Worthington 38-inch (UG-—1) from $2,160 to $1,500 with a decrease in weight 
from 4,000 to 3,500 pounds. 

Worthington 4-inch (OL) from $2,700 to $1,750. 

Type S8—vertical triplex plunger pumps: 

The Bureau had set up the following prices : 


Under 4-inch stroke, 90 cents per pound. 
4-inch to 8-inch stroke, 20 cents per pound. 
8-inch stroke and over, 15 cents per pound. 


The carriers submitted the following prices, per pound : 


High } Low 
Stroke pressure | pressure 
(400 pounds | (Under 


and over) | 400 pounds) 
| 


— ee 
! } 


Cents | Cents 
Ne an) Roe oi Sebi se abide sh bnndeduesubbeithadode keke ; Lien 70 | 45 
a le i lis ce | 40 | 25 
Nh Seite i i bE ee he BEE le ee 22 | 15 


| 





After considerable discussion the following prices per pound, which cover 
both high and low pressure pumps, were agreed to: 


1934 period price f. 0. b. manufacturers works per pound 


Stroke: Cents 
I ately Soca tah clesachh cinta candi tailed 60 
a Se ih A IL ES Le LC ET 8 ELLE TLR T ED OTR 30 
TI aah satdlesincaiaatstetaa dia ties Millie chee 20 


The above prices include gear guards, sight feed oilers, suction air chamber, 
relief valve, bypass valve, and inspection and oiling platforms. 

Type 9, locomotive-type boilers: 

The carriers committee agreed with the price per horsepower set up in the 
Bureau’s schedule for 30 horsepower boilers, $28; 35 horsepower, $26; 40 horse- 
power, $24; but claimed that the 45-horsepower boilers should be increased from 
$22 to $23, the 50 horsepower from $21 to $22, and the 60, 65, 70, 75, and 80 horse- 
power from $19 to $21. Carrier committee also claimed that the price for com- 
mon brick in foundations should be increased from $35 to $38 per thousand. 

After discussing these prices the carrier committee withdrew its claim and it 
was agreed that the prices now set up in the Bureau’s schedule would stand with- 
out change. 

Type 10, horizontal tubular boilers: 

In comparison with the Bureau's price per horsepower the carriers committee 
submitted prices of $14.50 instead of $14 for 70-horsepower boilers; $14 instead 
of $13.50 for 80-horsepower boilers: $13.75 instead of $13.25 for 85-horsepower 
boilers; also $38 per thousand for common brick instead of $35, and 12 cents a 
pound for breeching in place instead of 8 cents. 

After discussing these boiler prices it was agreed that the prices now set up in 
the Bureau's schedule would be adopted as guide prices except “Breeching in 
place” which would be changed from 8 to 10 cents per pound. 
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Type 12, engines less than 100 horsepower : 

For gas and gasoline engines of less than 20 horsepower the carrier committee 
submitted a price of $30 per horsepower in place of the $27 set up in the Bureau’s 
schedule. It was agreed to adopt the Bureau’s $27 price. The Bureau and 
carriers committee were in agreement as to the price of $25 per horsepower for 
industrial-type gas and gasoline engines, 20 to 100 horsepower, and $14 per horse- 
power for the automotive-type engines. 

As to oil or gas engines of the Bessemer, Fairbanks-Morse, etc., makes, the 
carriers committee claimed the price per horsepower should be $50 instead of 
$44. After considerable discussion the following prices were agreed to: 


20 to 45 horsepower, $50 per horsepower. 
46 to 100 horsepower, $40 per horsepower. 


As to the De La Vergue, Worthington, and Winton oil engines the carriers com- 
mittee withdrew its claim for an increase of $5 per horsepower. 

Mr. McLaughlin will have mimeographed copies prepared of the price schedules 
adopted at this meeting for distribution among the pipeline carriers and the 
Bureau. 

Meeting adjourned at 11:30 a. m. 

M. J. Carrns. 


NOVEMBER 4, 1938. 
Subject: Minutes of conference on pipeline annual prices for 1935, 1936, and 
1937. 
MEMORANDUM TO Mr. Hoop 


The following is a record of the meeting in your office on November 3, 1938, 
between the Working Committee of the American Petroleum Institute and repre- 
sentatives of the Bureau of Valuation. 

The attendance was practically the same as at the October 31, 1938, meeting. 

The meeting, which convened at 9:30 a. m., was for the purpose of ascertain- 
ing the progress of the various groups. Following is the status reported: 

Line pipe 

All unit prices had been agreed upon. 
Line pipe fittings 

The subject had been discussed briefly but no agreement reached. 
Pipeline construction 

An agreement had been reached on annual prices for 1935, 1936, and 1937. 
No tentative figures for 1938 had been adopted and would not be unless 
more information was forthcoming. 

Mr. Weidner stated he had seen the figures that the subcommittee had 
agreed upon and that he was not satisfied with them. It was agreed that 
he would take the matter up with Mr. Hansbury and discuss the prices with 
him. 


Buildings 
Nothing had been done on buildings as the subcommittee was still devel- 
oping tank prices. 
Pumping equipment 
The subcommittee had agreed on prices for the following : 
Air compressors 
Steam pumps 
Centrifugal pumps 
Portable pumping units 
Field pumps 
Other prices were being prepared or had been discussed but no final 
agreement reached. The subcommittee was at that time working on prices 
for engines. 
Tanks 
The subcommittee reported that their prices would be completed and 
agreed upon by noon, 
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Communication systems 
The subcommittee reported that all prices had been agreed upon. 

The question arose as to the proper designation. It was decided that where 
the term “spot,” “annual,” or “yearly” appears in connection with prices, it 
means the average price prevailing throughout the year in question. 

A canvass was then made to ascertain when the unfinished business would 
be completed. The best estimate was: 


Tanks: By noon November 3 
Buildings: By Saturday, November 5 
Pumping equipment: By Saturday, November 5 


It was decided that when the final prices were agreed upon, they would be 
typed, given exhibit numbers, and made a part of the minutes. 

Mr. Hansbury then brought up the question as to whether or not all of the unit 
prices agreed upon for coating should be typed. Mr. Hood said they should be. 
Mr. Hansbury also said the Subcommittee on Pipe Line Construction had 
requested that all the underlying data on pipeline construction be photostated 
and copies furnished them. Mr. Hood agreed this would be done. 


This concluded the meeting of November 3, 1938. 
R. W. SHIELDS. 


NovEMBER 2, 1938. 
Subject ; Conference with Pipe Line Carriers’ Working Committee on development 
of 1935, 1936, and 1937 spot prices. 
Memorandum to Mr. Hood. 

In accordance with previous plans, the working committee of the common- 
earrier pipeline companies met in your office on October 31, 1938, at 9 a. m. to 
begin the work of development of spot or annual prices for the years 1935, 1936, 
and 1937. 

Representing the carriers were the following: R. B. McLaughlin, J. H. Peper, 
Cc. R. Weidner, C. H. Lundt, C. M. Rosebrugh, G. L. Tate, J. L. Culbertson, H. S. 
Austin, J. L. Shoemaker, and G. L. Shanks. 

Representing the Bureau were the following: J. R. Thompson, M. J. Cairns, 
J. E. Hansbury, Louis Hood, F. P. Cahill, C. W. Gasaway, and R. W. Shields. 

The various members of the committee were assigned to the following subjects: 

Pipe and fittings—Mr. Peper, Mr. Weidner, Mr. Lundt, and Mr. Shields. 

Pipeline construction.—Mr. Rosebrugh, Mr. Tate, Mr. Shoemaker, and Mr. 
Hansbury. 

Structural accounts.——Mr. Austin, Mr. Culbertson, Mr. Shanks, Mr. Gasaway, 
Mr. Cahill, and Mr. Dibble. 

Equipment.—Mr. Thompson and Mr. Cairns will start the work. Members of 
the carriers’ group will be assigned as they are released from other subjects. 

Communication systems.—Members of the carriers’ committee will be selected 
later to confer with Mr, Thompson and Mr. Patton. 

Mr. McLaughlin brought with him considerable data on equipment which he 
turned over to Mr. Cairns; also, some data on tanks and buildings which he 
turned over to Mr. Cahill. 

Mr. Hood asked if the carriers desired to bring up anything on the subject of 
overheads. Mr. McLaughlin replied not at this time, but that he might wish 
to discuss them later during the conference. 

It was then agreed that an effort would be made to dispose of the various 
subjects as follows: 

Pipe and fittings: Wednesday, 9 a. m. 
Pipeline construction, 1:30 p. m. 
Structural accounts : Thursday, 9: 30 a. m. 
Equipment: Friday. 


No other matters were brought up at this time, and the meeting adjourned at 


9:40 a. m. 
R. W. SHIELDS. 


NOVEMBER 7, 1938 


Subject: Minutes of conference with Pipe Line Carriers’ Committee on the de- 
velopment of 1935, 1936, and 1937 annual prices. 
Memorandum to Mr. Hood: 
The following is a record of the meeting held in your office on November 4, 
1938, with the working committee of the pipeline companies on the subject of 
the development of annual prices for the years 1935, 1936, and 1937. 





CONSENT DECREE PROGRAM—DEPARTMENT OF JUSTICE 747 


The meeting was called at 10:30 a. m. Representing the carriers were the 
following: Mr. R. B. McLaughin, Mr. H. 8S. Austin, Mr. J. L. Shoemaker, Mr. 
GC. M. Rosebrugh, Mr. G. L. Tate, Mr. J. L. Culbertson, Mr, J. H. Peper, and 
Mr. C. R. Weidner. 

Representatives for the Bureau were: Mr. Louis Hood, Mr. J. E. Hansbury, 
Mr. F. P. Cahill, Mr. C. W. Gasaway, and Mr. R. W. Shields. 

It was agreed that the prices considered and agreed upon at this conference 
are to be known as guide prices and will not be applicable to any individual 
company or any geographical area, and it is further understood that the prices 
agreed upon as guide prices will be deviated from by the Bureau of Valuation 
to take into consideration conditions peculiar to individual companies. 

The various items were taken up in the following order: 


Line pipe 

Mr. Shields stated that all unit prices for line pipe had been agreed upon. 
He furnished two copies of typewritten statements of unit prices showing the 
annual prices agreed upon for each of the years 1935, 1936, and 1937. The 
type sheet also showed the 1934 period prices which had been agreed on in May 
1936. The typed statement consisted of five sheets and was marked “Hxhibit A.” 
One copy was given to Mr. McLaughlin and one copy is to be attached to the 
original copy of these minutes. 

Mr. Shields then furnished a two-page typewritten statement which briefly 
outlined various steps in the development of the 1935, 1936, and 1937 annual 
prices for line pipe. This statement was marked “Exhibit Al” and the original 
is attached to these minutes. 

The 1937 annual prices for pipe averaged from 4 to 12 percent higher than 
the 1934 period prices. 

Tentative figures for 1988 were not agreed on. 

Line pipe fittings 

The subcommittee did not agree on any figures for 1935, 1936, and 1937 These 
items were not made the subject of an agreement as far as 1934 period prices 
were concerned at the time of our meeting in 1936. 


Pipeline construction 

The subcommittee had agreed on prices for this account and Mr. Hansbury 
furnished two typewritten sheets which were marked “Exhibit B”’ and which 
included in addition to the prices for laying pipe, the agreed prices for clear- 
ing and grubbing and haul. In addition, factors for converting the 1934 period 
prices for coating to 1935, 1936, and 1937 annual prices were included. He fur- 
ther stated that there was a typewritten statement being prepared which would 
show the breakdown of costs of laying pipe into elements of cost, This will be 
marked “Exhibit B1.” 

Mr. Hansbury stated that the agreed annual prices for 1937 were the same 
as the 1934 period prices. He stated that it was his opinion that 1938 would 
not be much different than 1987. There was no agrement reached on tentative 
prices for 1938. 

The subcommittee furnished a typewritten statement which contained a com- 
plete explanation of the development of the prices for pipeline construction. 
This statement was marked “Exhibit B2.” 


Buildings 

The subcommittee had not reached final agreement on all building prices. It 
was decided that the Bureau would proceed with the work of developing their 
prices and submit them as soon as completed to Mr. McLaughlin. He would 
circulate the figures and the carriers would then either produce data to prove 
the figures were wrong or accept the figures submitted. If further conference 
is found necessary, it will be arranged. 


Pumping equipment 


The subcommittee advised that they would be in a position to report their 
progress at 3 p. m., and it was decided to hold another conference at that time. 


Other station equipment 


Thes ubcommittee on pipeline construction stated that for pipe and fittings 
in these accounts, they had agreed on a labor charge of 50 percent of the cost 
new which was the same percentage agreed upon for the 1934 period. 

Other items in these accounts will be priced at the same unit prices as 
agreed on for the other accounts. 
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Oil tanks 

All prices were agreed upon and eight typewritten sheets showing annual 
prices for 1935, 1936, and 1937, were marked “Exhibit C.” 

Mr. Cahill stated that the price agreed on for firewalls included the cost of 
preparing the tank grade. 

The large tanks showed an increase of about 17 percent in 1937 over the 1934 


period price. 


Communication systems 

All annual prices for 1935, 1936, and 1937 were agreed upon and a 13-page 
typewritten statement of these prices was marked “Exhibit D.” 

The prices for copper wire in 1937 were about 30 percent over the 1934-period 
prices. The prices for creosoted poles in 1937 were about the same as the 1934- 
peried prices. 

This concluded the agreements by the subcommittees which were complete 
at this time and the committee, as a whole, agreed to accept the guide prices 
and statement of methods set out in exhibits A, Al, B, B1, B2, C, and D. 

Mr. McLaughlin stated that Mr. Lundt and Mr. Shanks (who were not 
present at this conference) had advised him of their agreement with these 
prices. Mr. Hood stated that Mr. Cairns and Mr. Thompson (who were not 
present at this meeting) had advised him of their agreement with these prices. 

Mr. Hood then asked Mr. McLaughlin if he now wished to take up the 
question of overheads. Mr. McLaughlin advised that he wished to defer the 
question at this time. 

Mr. Hood then asked if our previous agreement of 1 percent for engineering, 
114 percent for general expenditures, and 6 percent for interest was still in 
force. 

Mr. McLaughlin stated that while some of the carriers were not fully satis- 
fied, he preferred to leave it as it was at this time and that he was not at 
present prepared to show the figures were in error. 

It was agreed to let these percentages stand at this time without further 
discussion. 

The meeting adjourned at 11:18 a. m. 

R. W. SHIELDs. 


NOVEMBER 7, 1938. 
Subject : Conference on the subject of the development of 1935, 1936, and 1937 
annual prices for pipeline carriers. 
Memorandum to Mr. Hood. 

Herewith a record of our meeting in your office on the afternoon of Novem- 
ber 4, 1938. 

The meeting was called for 3 p. m. The following represented the pipeline 
carriers. Mr. R. B. McLaughlin, Mr. J. L. Shoemaker, Mr. J. L. Culbertson, 
Mr. C. M. Rosebrugh, Mr. J. H. Peper, Mr. C. H. Lundt, Mr. G. L. Shanks, Mr. 
H. 8. Anstin. 

Representing the Bureau were the following: Mr. Louis Hood, Mr. J. B. 
Thompson, Mr. M. J. Cairns, Mr. R. W. Shields. 

The purpose of this meeting was to determine the status of the subcom- 
mittee’s work on equipment prices and to reach an agreement if possible. 

The subcommittee reported that they had completed their annual prices 
for 1935, 1936, and 1937, and tentative figures for 1938. Due to lack of time, 
the figures had not been typed. 

After a general discussion, the committee representing the pipeline carriers 
and the representatives of the Bureau agreed to accept as guide prices, and sub- 
ject to the same conditions as outlined in the minutes of the morning meeting, 
the prices which the subcommittee had recommended. 

When typed, these prices will be made a part of these minutes and identified as 
“Exhibit E.” 

Mr. Hood asked Mr. Cairns how much the 1937 prices were over the previously 
agreed 1934 period price. Mr. Cairns stated that the figures for various types of 
equipment varied widely, but that he would estimate, as an average, about 5 
percent. The diesels were 100 percent of the 1934 period price ; pumps, 120 per- 
cent ; and portable pumping units, 116 percent. 

Mr. Cairns advised that the prices for plain concrete, including anchor bolts 
and excavation, were $25 in 1935 and 1936, $27.50 in 1937 and 1938. 

It was agreed that complete tabulations of the prices would be prepared and 
reproduced. 
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Mr. McLaughlin estimated that he would require 100 copies for distribution to 
the various carriers. 
This concluded all of the business before the committee and the conference 
was closed at 3: 30 p. m. 
R. W. SHIELDs. 


DECEMBER 6, 1940: 
Subject : Pipeline conferences, guide prices for 1938 and 1939. 
Memorandum to Mr. Hood. 

The following is a brief record of the various conferences which took place in 
your office on December 2, 3, and 4, 1940, at which time the representatives of the 
engineering section of the Bureau of Valuation met with the working committee 
of the American Petroleum Institute to consider the question of guide unit prices 
for various items of property in the pipeline systems for the years 1938 and 
1939. 


Meeting of December 2, 1940 

The carriers were represented by the following: C. M. Rosebrugh, chairman, 
R. B. McLaughlin, G. L. Tate, J. L. Shoemaker, G. L. Shanks, J. L. Culbertson, 
C. H. Lundt. 

The Bureau was represented by: Louis Hood, Head Valuation Engineer, J. E. 
Hansbury, M. J. Cairns, R. W. Shields. 

The conference began at 9:30 a.m. At the outset, Mr. McLaughlin advised 
that he had relinquished the position of chairman of the committee and that 
Mr. Rosebrugh would now occupy that position. 

After some preliminary discussion, it was agreed that subcommittees would 
be appointed to work on the various subjects, as follows: 

Line pipe, line-pipe fittings: Messrs. Rosebrugh, Culbertson, and Shields. 

Pipeline construction: Messrs. Shoemaker, Tate, Hansbury, and Shields. 

Equipment: Messrs, Lundt, Shanks, and Cairns. 

Suildings, oil tanks: Messrs. Shields and Gasaway, together with members 
of the carriers’ committee to be appointed as soon as they were released from 
other subjects. 

Communication systems: Messrs. Shields and Patton, together with members 
from the carriers’ committee to be named as soon as they were released from 
other subjects. 

Mr. Rosebrugh advised that, as a result of the preliminary work which had 
been done with the data previously forwarded to the carriers, he believed all 
the subjects would be closed out by Tuesday, December 3. He advised that the 
overall picture of the Bureau’s suggested prices looked pretty good, but that 
there were a number of points that needed ironing out. 

It was then agreed to adjourn and meet again on Tuesday, December 3, at 
9a. m., to discuss the status of the work at that time. 


Meeting of Tuesday morning, December 3, 1940 

As previously agreed, a second conference, beginning at 9 a. m., was held in 
your office on December 3. 

With the exception of Mr. McLaughlin, all those appearing at the previous 
meeting were present, and Mr. J. H. Peper appeared as an additional member 
of the carriers’ committee. 

Mr. Shields advised that the basic figures for the line pipe had been agreed on 
and that the work of computing the individual prices was underway. He fur- 
ther stated that the subcommittee felt there was no necessity of preparing unit- 
price schedules for line-pipe fittings and that no report would be issued on that 
subject. 

Mr. Hansbury advised that an agreement on the pipeline-construction items 
would be reached by noon. 

Mr. Shields advised that the next subject the subcommittee would study would 
be oil tanks, and then buildings. 

Mr. Cairns advised that, except for electric motors, triplex pumps, and con- 
crete, equipment prices had been agreed on, and that he felt the whole subject 
would be disposed of during the day. 

Mr. Shields advised that the unit prices for communication systems had been 
agreed on. 

Mr. Rosebrugh suggested that the meeting adjourn to be opened on Wednesday, 
December 4, to close out all matters. 
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Mr. Hood advised that Mr. Cairns was scheduled to leave the city on an in- 
spection trip on Wednesday, and it was decided to meet at 3 p. m., December 3, 
to close out the subject of equipment. 

Just prior to adjournment, it was agreed that, when all agreements were 
reached, a set of unit prices covering all agreements from 1934 to date would 
be typed in exhibit form for distribution. 


Meeting of Tuesday afternoon, December 3, 1940 

All those appearing at the morning meeting were present and, in addition, 
Mr. McLaughlin. 

It was agreed that the prices considered and agreed on at this conference are 
to be known as guide prices, and will not be applicable to any individual com- 
pany or to any geographical area and, further, it was understood that the 
prices agreed upon as guide prices will be deviated from by the Bureau of Valua- 
tion to take into consideration conditions peculiar to individual companies. 

Mr. Cairns then stated that the subcommittee had agreed on all equipment 
prices, and that there would be a decrease in certain centrifugal pumps and an 
increase in certain types of large motors; further, that portable units with 6- 
inch-stroke pumps had been added to the list of units; that, on the large motors, 
the original agreements were revised back as far as 1935 with increases of 
about 20 percent; that the agreed price for plain concrete for 1939 was $30 per 
eubie yard; and that, for all other items, the 1939 price was to be the same as 
the 1938 price. 

Mr. Rosebrugh stated that the proposed prices were agreed to by his commit- 
tee, but that they felt further study should be made of the unit price for con- 
crete. 

The question of a further subdivision of the diesel-engine prices between the 
various speeds had been discussed, but it was agreed there was not enough in- 
formation to warrant the further split at this time. The subject is to be given 
consideration at some subsequent time. 

The meeting was adjourned, to open at 11 a. m., December 4. 


Meeting of December 4, 1940 

The meeting convened at 11 a. m., all those appearing at the previous meeting 
being present with the exception of Mr. Cairns. 

Mr. Shields stated that unit prices had been agreed on for line pipe, tanks, and 
communication systems. He advised that, after consideration of the data now 
available to the committee, it was deemed advisable to defer any complete agree- 
ment on building prices until there had been an opportunity to secure additional 
data on certain types of contsruction. The committee proposes to develop the 
additional information necessary for the years 1939 and 1940. 

Mr. Hansbury then stated: 

1. That agreements had been reached on all items, with no changes from those 
proposed by Mr. Shields. 

2. However, the committee, or at least part of the committee, feels that certain 
observations should be made part of the record: 

(a) The relationship shown to obtain in the 1934 period prices for the 
various sizes of pipe should be checked each year to ascertain if that rela- 
tionship still holds. (Mr. Hansbury thought, however, that sheet 1 fur- 
nishes just such a test.) 

(b) There are some adjustments necessary to the pipeline-construction 
study. The Magnolia Pipe Line Co., in reporting coating material on several 
hundred miles of construction, indicated that the cost of such material was 
included in the total reported cost. This assumption, however, is in error, 
the result being that under the 8-inch, P. F., the cost of the last job on page 
17, column 25, is too low by 7.03 cents, and the last 5 jobs on page 19 are too 
low by amounts rainging from 8.58 to 13.69 cents. Making the adjustment, 
while raising the weighted average, page 1, from 84 to 87 percent for 1939, 
does not change the adopted ratio of 90. Not recommended that the study 
be revised. 

(c) Committee recommends that the coating study, made on developing 
the 1934 prices, and which checked the mill schedule, be brought to date as a 
check on the use of present mill-coating prices. Carriers are to assist by 
furnishing data on the valuation order No. 26 returns, showing cost of labor 
and material separately for the coating costs. 

(d) The Stanolind Pipe Line Co. is now using an expensive Somastic 
coating wherein the pipe is cleaned with small steel shot through use of air 
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blast (called shot blast) and a hot asphalt preparation about one-half-inch 
thick. It is desired to include prices for this coating when the next schedule 
is prepared, but, in the meanwhile, the following tentative prices are recom- 
mended for 1939: 


Size: Per linear foot? | Size—Continued Per linear foot + 
Dinele oils talc ce $0. 0900 ROO si i cei $0. 3613 
BPE sikh steels . 1425 $2 ire so i SU . 4075 
Gio sci oy i . 1863 i@inghi ick Le bowes . 4538 
Oita cei ees . 2725 1@-imei os si ek ea . 5000 
Sneha: - 3175 


1 Prices per linear foot of pipe coated, including allowance for field joints. 


(e) Land damages: The pipeline-construction study does not include a 
recommendation for land damages. The committee recommends the same as 
approved for 1934. 

(f) All other items on proposed schedule are approved. 

It was agreed that all prices, 1984 to 1939, should be typed and marked as 
follows: 

Line pipe: Exhibit A 

Pipeline construction: Exhibit B 

Oil tanks: Exhibit C 

Communication systems: Exhibit D 

Equipment: Exhibit E 

Four copies of the typed exhibits are to be sent to Mr. Rosebrugh for review. 
Upon receipt of his approval, multilith copies are to be made, and the Working 
Committee will be supplied with 125 copies for distribution. 

All business being completed, the meeting adjourned at 11:45 a. m. 


R. W. SHIELDS. 


BUREAU OF VALUATION 


ENGINEERING SECTION 

NOVEMBER 1, 1944. 
Subject : Pipeline guide prices for 1943 minutes of general committee. 
Memorandum to Mr. Hood. 

The following is a brief record of the various conferences in your office on 
October 23, 24, and 25, 1944, at which time the representatives of the Engineering 
Section of the Bureau of Valuation met with the working committee of the 
American Petroleum Institute to consider the guide prices for the various items 
of pipeline property for the year 1945. 


MEETING OF MONDAY, OCTOBER 235, 1944 


The carriers were represented by the following: 


J. L. Shoemaker, chairman, Stanolind Pipe Line Co. 
J.H. Peper and A. J. Helmbrecht, Northern Group of Pipe Lines 
Guy L. Tate, Magnolia Pipe Line Co. 

J. W. Cason, Standard Oil Company of Louisiana 

G. L. Shanks, Pure Transportation Co. 

Cc. H. Lundt, Humble Pipe Line Co. 

F. Lee, Shell Pipe Line Corp. 

G. W. Downs and T. E. Smiley, Phillips Petroleum Co. 
Leo Golding, Gulf Refining Co. 

W. F. Daniels, Atlantic Pipe Line Co. 

L. E. Davis, Sinclair Refining Co. 


The Bureau was represented by: Louis Hood, valuation engineer; L. H. Allen, 
F. C. Calcote, E. F. Callahan, F. BE. Wiles, C. W. Gasaway. 

Mr. R. W. Shields, formerly in charge of the Pipe Line Branch of the Engi- 
neering Section and now Assistant Director of the Office of Defense Transpor- 
tation, also participated in the conference. 

The conferences began at 1:30 p.m. There was a general discussion on the 
question of building prices and building indices, which centered on the fact that 
the proposed indices of the cost of building construction, when applied to costs 
based on 1934 period prices, Jailed to produce the correct actual annual costs for 
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the building accounts, and that some corrective factor was necessary. After 
some discussion, it was agreed that the subcommittee on buildings would attempt 
to agree on unit prices for the various items in building construction. 

It was also pointed out that the preliminary data furnished the carriers indi- 
cated an overall index for coatings, while some of the types of coatings ‘had been 
combined in groups in 1940, 1941, and 1942, and the index shown was not neces- 
sarily representative of any individual type. 

Then followed the appointment of the subcommittees, or groups, to work on the 
various subjects, and the following carrier representatives were selected by Mr. 
Shoemaker and the Bureau representatives by Mr. Hood: 


Line pipe and fittings: Messrs. Paper, Helmbrecht, Davis, Allen, and Wiles 

Pipeline construction: Messrs. Tate, Cason, Downs, Allen, and Wiles 

Buildings and tanks: Messrs. Shanks, Lee, Smiley, Allen, Callahan, Casaway, and 
Wiles 

Equipment: Messrs. Lundt, Golding, Daniels, and Calcote 

Communication systems: Messrs. Patton and Caviston for the Bureau. The 
earrier members to be appointed later 


It was agreed that as the subcommittees finished their work, members would 
be released to assist on other subjects. 
The committee adjourned at 2: 20 p. m. to reassemble at 9 a. m. the next morn- 
ing. 
MEETINGS OF TUESDAY, OCTOBER 24, 1944 


The same committee met at 9:15 a. m. 

Mr. Shoemaker stated that prices had been agreed to for line pipe, but that 
the subjects of pipeline construction, buildings, and equipment were still under 
study, and that Messrs. Peper, Helmbrecht, and Davis having finished the work 
on line pipe, would take up the subject of communication systems. 

The meeting adjourned at 9: 30 a. m. to reassemble at 2 p. 1. 

At 2 p. m. the entire committee again met, and Mr. Shoemaker stated that by 
that time agreements had been reached on line pipe, pipeline construction, com- 
munication systems, and equipment, but that the work was not yet to be done 
on pipefittings, and the buildings required more study, and that they had been un- 
able to attack the subject of tanks; so it was agreed that a separate subcom- 
mittee, consisting of Messrs. Tate, Cason, Downs, Wiles, and Casaway, would 
work on the subject of tanks. 

The meeting adjourned at 2: 30 p. m. to reassemble at 9 a. m. on Wednesday. 


MEETING OF WEDNESDAY, OCTOBER 25, 1944 


The committee met at 9:45 a. m. At this time Mr. Shoemaker stated that 
all subcommittees had completed their work, except that the subcommittee on 
buildings had agreed tentatively to the proposed building indexes, with a correc- 
tive factor of 20 percent to be added to provide for inadequate unit prices on 
the 1934 period basis, but had been unable to agree on individual unit prices 
for brick, lumber, roofing, etc., and further that they required a little more 
time to complete the figures for 1943. 

Mr. Allen asked if the pipe fittings subcommittee could reconvene, as he 
wished to propose a modification in the form of the agreement. 

It was agreed that these two subcommittees would complete their work during 
the morning. 

Mr. Hood stated that he wished to have a guide price book prepared to cover 
the agreed 1943 guide prices, similar to the books previously issued, except 
that the book should be 8% by 11 inches in size. 

After some further discussion, it was agreed that the results of these agree- 
ments would be incorporated in a statement of pipeline construction indexes by 
accounts, and that these also would be available for distribution. 

The committee then voiced their appreciation of the work done in September, 
in compiling the 1943 cost-data summaries, by Mr. J. P. Collins, of the Texas 
Pipe Line Co.; Mr. H. L. Wedig, of the Gulf Refining Co.: Mr. J. M. Hutte, 
of the Humble Pipe Line Co.; and Mr. Alfred Raws, of the Atlantic Pipe 
Line Co. 

There was some discussion about the possibility of meeting and agreeing on 
guide prices earlier than October, but it was pointed out that, since the majority 
of the Valuation Order 26 returns are filed by the carriers in May, June, 
and July of each year, with a few strays in August and September, it would hardly 
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‘be possible to make the cost-data collections earlier than September 1, unless 
the carriers make a greater effort to file their returns at an earlier date. 

A discussion then followed on the method to be followed in bringing valuations 
to date. Mr. Hood stated that the method followed by the Engineering Section, 
in bringing the cost of reproduction new and cost of reproduction less deprecia- 
tion to date, was to price all additions and retirements on Bureau of Valuation 
Forms 588—-R at 1934 period prices for the year reported, after which the cost 
of reproduction new for the retirements would be summarized and deducted from 
the appropriate figures in the engineering report or from subsequent additions, 
the balance depreciated to the new date, and the priced additions summarized, 
depreciated from their date of installation to the new date of valuation, and 
then added to the depreciated residue of prior reports. This method can be 
followed for an individual year or summarized for a period of years. He also 
stated that in determining period prices for, say, the year 1942, consideration 
should be given to the prices prevailing for a number of years prior to 1942, 
and also to the probable trend of prices for several years in the future, having 
in mind the possibility of future changes in prices when business returns to 
peacetime conditions. 

Several matters in connection with the valuations required by the consent 
decree were then discussed, but, since they were not pertinent to the work of 
this committee, they were not recorded. 

Several carrier members of the committee agreed to stay for 2 or 3 days 
to assist in compiling the 1943 guide prices. 

Twelve copies of the minutes, the guide prices for 1943, and the construction 
indexes are to be sent to Mr. Shoemaker for reviewing and checking by the 
committee, after which 125 multilith copies of the 1943 guide prices and the 
construction indexes are to be furnished for distribution. 

It was agreed that these minutes would be supplemented by the conclusions 
of the various subcommittees. 

All business being completed, the meeting adjourned at 10: 45a. m. 


L. H, ALLEN. 


BUREAU OF VALUATION 


ENGINEERING SECTION 
NOVEMBER 1, 1944. 


Subject: Pipeline guide prices for 1943 minutes of subcommittees. 
MEMORANDUM TO Mr. Hoop 


The subcommittees of the American Petroleum Institute working committee 
and the representatives of the engineering section met on October 23, 24, and 25, 
1944, and reviewed the 1943 cost data and the Bureau’s memorandums, dated Sep- 
tember 27 and 28, 1944, showing the prices proposed by the engineering section. 
The following minutes show the principal points discussed and the reasons under- 
lying the adopted prices. 

STEEL LINE PIPE 


As a matter of convenience, this subject was discussed by the members of the 
line pipe and pipeline construction subcommittees. The subcommittees agreed 
that, due to the OPA ceiling prices, there should be no marked difference between 
the 1942 and 1943 prices; but as the summary of the cost data shows a drop in 
price from 1942 to 1943, and as it was not possible to explain this difference, it 
was decided to follow the cost data for all pipe except A. O. Smith. 

A check on the proposed base price of $64 per ton for standard 8-inch lapweld, 
plain end pipe was made by converting the 1943 cost data for all plain and lap- 
weld, seamless, and fusion-weld pipe of 2 to 12 inches in diameter to an equiva- 
lent ton price for 8-inch lapweld, plain end, 28.55-pound pipe by the use of the 
differentials in ton prices which were used in 1942 for the various kinds, sizes, 
and wall thicknesses. This resulted in an average converted ton price of $63.77 
for the cost data, as compared with the proposed price of $64. Therefore, the 
adopted prices per ton for standard-weight plain-end pipe were as follows: 


LEAP ENE LL LL ALOE LE LLL LENE ELE NESS $64 
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In the case of the A. O. Smith pipe, it has been the practice for the past several 
years to add a differential of $2 per ton to the adopted price of seamless pipe, be- 
cause of the difference in freight rates between the West and Southwest and Mil- 
waukee for the A. O. Smith pipe, or Lorain for the seamless pipe, since the two 
kinds have been sold in competition with each other. A recheck of the freight 
rates was made, which indicated that the cost of the 16- and 20-inch A. O. Smith 
bought by the Stanolind Pipe Line Co. would be $63.84 per ton at Milwaukee, 
rather than the $62.51 reported in the previous memorandum. Mr. Shoemaker 
stated that the Stanolind Co. had been advised by A. O. Smith that a mistake had 
been made in the price of their pipe, and that it should have cost about $4 more 
per ton. This fact, and the lack of other more conclusive data, lead the subcom- 
mittees to decide to follow the usual practice and adopt a base price of $68 per 
ton, instead of the $65 which had been recommended. 

The 1943 guide prices per lineal foot were obtained by using the same price 
differentials per ton for variations in diameter and wall thickness as were used 
in 1942. 

PIPE FITTINGS 


The price ratios shown in the memorandum of September 28, 1944, were based 
on the ratios of the 1939 to 1948 cost of various kinds of fittings to the 1934 period 
prices, weighted into a composite inventory as of 1934 for several typical major 
carriers. 

Since the ratios applicable to the inventories of fittings for welded lines will be 
generally somewhat higher than those for lines which have a large percentage of 
serew-end iron fittings, it was agreed to show ratios separately for these two 
types of construction, with an average ratio for all carriers. This average ratio 
for all carriers was changed slightly from recommended figures, and now stands 
at 135 for 1939 and 1940, 140 for 1941, and 145 for 1942 and 1943. 


PIPELINE CONSTRUCTION 


The weighted average ratio shown in the memorandum of September 27, 1944, 
for all 1943 cost data was 197, which reduces to 175 when certain special high- 
price jobs and the low price Slaughter-Drumright 16-inch line were deducted. 

Since the screw-end data contain a considerable number of jobs which were 
clearly inadequate, these data were ignored, and attention was concentrated on 
the plain-end jobs. Excluding the same high-price jobs as were excluded in pre- 
vious study, and also three 4-inch jobs that were apparently incomplete, the fol- 
lowing results are obtained for the various sizes of pipe: 


Ratio 
ES NBS TS ES EE AR PS LL ae 179 
I 181 
Neen ee el ee ocean a enigma eae 183 
a a n ecnrsiceipesieneneanen aabin ciskerremincne itera 185 
a eteainiamaaodeababeaamieneapebetevennormiedecen 187 


This indicated that a composite ratio for 1948 would probably lie somewhere 
between 180 and 185, and the 185 ratio was adopted, after giving some consider- 
ation to the 344 miles of high-cost work which had been excluded. 

The cost data on pipe coatings were again studied, and it was found that prices 
20 percent higher than those adopted for 1942 agreed substantially with the ac- 
tual cost on most of the important jobs for which a definite description was re- 
ported ; hence, a 20-percent increase over 1942 was adopted for all coatings. 

Clearing and grubbing was increased above the 1942 guide prices in proportion 
to the change in ratio for the cost of installing pipe. 


BUILDINGS 


A memorandum prepared on January 31, 1944, by Messrs. Allen and Gasaway, 
of the Engineering Section, gave the result of a study of the costs and unit prices 
for the construction of buildings and station grounds, in an attempt to compare 
the cost of reproduction of building inventories of the various carriers with the 
recorded costs. This study indicated that for carriers as a whole, due partly to the 
fact that some of the 1934 period unit prices for buildings were too low, and 
partly to the fact that the descriptive information in the inventory was inade- 
quate, reproduction estimates on the 1934 basis are deficient in amounts varying 
from 15 to 18 percent. 

This study showed, in exhibit A, a set of annual ratios which were intended 
to give substantially correct results from 1935 to 1942 when applied to inven- 
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tories priced on the 1934 basis. These ratios were obtained by applying pro- 
posed annual prices to the various elements of typical buildings, and comparing 
the total costs so obtained with the costs obtained by using 1934 period prices. 
Where these annual prices indicated that the 1934 period unit price for a given 
item was clearly too low, the 1934 unit price was revised and summaries were 
made to indicate the effect of such revisions on estimated 1934 reproduction 
costs, and these summaries indicated that the revisions would tend to raise the 
1934 price level about 14 percent, on the average, for all carriers for all types of 
building construction. 

Following the agreement made in the general committee meeting, the subcom- 
mittee first undertook to review these proposed annual prices, in an attempt to 
reach an agreement on annual unit prices. Due to the fact that, in order to 
check these prices, it is necessary to examine a large number of building con- 
tracts, plans, specifications, and bills of material, it was found impracticable to 
agree on unit prices, and the subcommittee then decided to try to reach an 
agreement on price ratios, or indexes. 

A new set of indexes had been prepared by the Engineering Section for the 
years 1934 to 1943 for various types of complete buildings and for groups of 
items in station grounds. Since these indexes very closely followed the trends 
shown by the indexes for similar types of railroad buildings, as agreed to by the 
western group of the President’s Conference Committee and the Engineering 
Section, and also were in harmony with various trends on the cost of building 
construction prepared by the Engineering News-Record and the Aberthaw Con- 
struction Co., the subcommittee was able to agree on these indexes as nor- 
mal trends for the years from 1934 to 1943. 

The next step was to relate these trends to the Bureau’s 1944 period prices. 
Tests were made of various inventories of property constructed subsequent to 
1934, and the result showed that if these indexes were increased by about 20 
percent, as an average, for the years from 1935 to 1943, with the 1934 index 
at 100, that when so adjusted and applied to the cost of such new construction, 
estimated on the 1934 period basis, they would substantially check the actual 
costs. Accordingly, an agreement was reached on that basis, and the annual 
indexes were so prepared. 

EQUIPMENT 


The subcommittee reviewed the cost data and concluded that the agreed prices 
for equipment items for the year 1942 were proper for 1943, except for the follow- 
ing items: 

For alternating-current motors, 200 horsepower and over, 1,800 to 3,600 revo- 
lutions per minute, the cost data indicated that the cost for 1943 varied from the 
1942 guide prices in the ratio of 145 to 137. 

For installing machinery, since this is a labor item, it was agreed to adopt for 
1943 the same ratio as that which was adopted for pipeline construction, which 
was 185. 

For multistage centrifugal pumps the cost data indicated that the 1943 cost 
varied from the 1942 guide prices in the ratio of 116 to 110. 

For large horizontal plunger pumps and triple-expansion steam-driven plunger 
pumps the 1948 cost varied from the 1942 guide prices in the ratio of 142 to 120. 


OIL TANKS AND ACCESSORIES 


It was decided that, due to ceiling prices, the material in tanks would cost 
substantially the same as in 1942, but that the labor of erection should follow the 
trend of pipeline construction, which showed a 23-percent increase for 1943 over 
1942. Estimating the erection at approximately 35 percent of the cost in place 
would result in an increase in tanks of about 8 percent over the 1942 guide prices. 
Applying this increase and rounding out the figures gave an index for 1943 of 160 
for steel riveted and welded tanks, 150 for bolted tanks, and 135 for wood tanks. 

Prices for tank accessories showed practically no changes from the 1942 guide 
prices ; consequently, the 1942 guide prices were adopted for 1943 without change. 

Grading was increased from the 1942 guide price of $0.60 per cubic yard to 
$0.70 per cubic yard for 1943, largely as a judgment figure. 

Clearing and grubbing was made to conform to the previously adopted 1943 
prices in the pipeline-construction exhibit. 
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COMMUNICATION SYSTEMS 


A review of pipeline and Western Union cost data was made, and it was con- 
cluded that there was no change from 1942 in the price of materials, except as 


follows: 
Increased 
over 1942 


(percent) 
Wr eenern. Keaceuer Doren, DUCE LrenceG. ee ee ee 17 
Western redcedar poles, untreated butt_..-....-_------------------.---- 5 
peer Geer Wee. Gnireated HUCt... Wc neo wad anbeabaaledn 34 


The labor of installation, and also the cost of haul, for wire, poles, and pole 
fixtures were increased in the same ratio as the cost of pipeline construction; 
namely, 23 percent over 1942. 

Guide prices for the various items in communication systems for 1943 were 
computed in the same manner as in previous years, using the above-mentioned 
changes. 

As there were no cost data on eastern cedar poles, butt treated, unit prices 
were obtained by applying the same differentials for treatment as those shown 
for western redcedar poles, 

L. H. ALLEN. 


CARRIERS BY PIPELINE 
ANNUAL GUIDE PRICES FOR 1943 


Agreed to in conferences October 23-25, 1944, by representatives of the Engineer- 
ing Section, Bureau of Valuation, and the working committee, American Petro- 
leum Institute 


The guide prices which are included in this volume have not been examined 
nor passed upon by the Interstate Commerce Commission. 
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Exhiibt C. Oil tanks and accessories 
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Exursit A.—Line pipe—Annual guide prices, per lineal foot, f. o. b. mill, for 1943 


Plain end pipe, f. o. b 


Pittsburgh or Lorain 
Nominal diameter | Weight 
per = Ce eee fale ae 
linear 
| foot Lap | Seam- Fusion 
weld less | weld 
Pounds 
NE SS, catatio tw 3. 650 0. 160 0. 165 | 0. 160 
3 inches..... 4. 500 180 . 185 | . 185 
7. 575 205 . 305 | . 300 
NG 6 cw edinacewin 6. 248 216 . 220 | . 220 
6. 600 220 . 230 . 225 
7. 634 | . 250 . 265 . 260 
8. 635 . 290 . 300 . 295 
10. 790 355 365 | . 360 |. 
5 inches... .- 9. 400 | . 310 . 320 . 815 
14.017 | . 465 | . 475 . 470 | 
SE icsnwdimnnds 9. 960 | 330 . 340 | . 335 
12. 390 | . 410 - 420 | . 415 
13. 920 55 - 465 | - 460 | 
14. 966 485 . 500 - 495 
17.020 | . 555 | . 570 | - 560 | 
17. 609 | 565 . 580 | . 570 
18. 974 | . 610 | . 625 . 615 
TIONG i de Sess 23. 540 | . 756 - 790 | . 765 
8 inches 14. 900 500 | 515 | . 505 
18. 260 600 . 620 | . 610 
19. 740 . 650 . 670 . 660 
22. 361 740 . 760 | . 750 
23. 574 | . 766 | . 800 | . 780 
24. 696 . 790 815 | R05 
25. 060 | . 800 . 825 | 815 
28. 554 | 915 . 940 | . 940 
43. 388 1. 385 1.430 | 1.410 | 
BOUIN stain a sn sce 21. 150 710 . 730 | . 720 
26. 720 895 . 920 | . 910 | 
28. 030 . 925 | . 955 | . 940 | 
31. 200 | 1. 030 1. 060 1. 045 
34. 240 1.115 1. 150 1. 130 
38. 200 1. 225 1, 260 | 1, 240 
| 88.661} 1.235| 1.275] 1.255 | 
40. 483 | 1. 295 1. 335 | 1.315 | 
54. 735 1. 750 1. 810 1, 780 
12 inches_.. ecte 33. 370 | 1.100 1. 135 | 1, 120 
39. 890 1.315 | 1. 355 1, 340 
40. 270 | 1. 330 1. 370 1 
41. 510 1. 370 | 1. 410 1. 390 
43. 773 1. 425 | 1, 465 | 1. 445 
45. 547 | 1. 460 1. 505 1, 480 | 
49. 562 1. 585 1. 635 1, 610 
65. 420 2. 090 2. 160 | 2. 130 


| 


350 | | 


Milwan- 
kee, 
A. O. 

Smith 


~_e 


_ 


— 


_ 


Screw end pipe, f. 0. b. 


Pittsburgh or 


Weight Lorain 

per aa 
linear | 

foot Lap | Seam- 

weld | less 
' 

ae eh rem 
Pounds 

3, 750 0,175 | 0. 180 

"7.700 | 320 | 


330 





29.350} 1040! 1.065 
at 
| ‘ 
} weelae 
41. 850 1. 495 1. 535 
| 
~ 51. 150 aRe 


1835; 1. 
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Exuisit B.—Pipeline construction—Annual guide prices for 1943—Price per 
lineal foot for installing pipe 














Nominal diameter Screw Welded Nominal diameter Screw Weld’d 
pipe pipe pipe pipe 
a ee a ec PED Lice ncmocknectl WE Mia onccnucteuses Re my See dF 
Ss Scrat cients demoaneece whee, lew : as ara ee aa oe $0. 740 
I ail tsacialh noe hsacisdeadien . 2775 $0. 370 I ck cncdunchccnmhages . 8325 . 925 
Sie. s.2 5 .---8 sl) ee . 4625 || 12 inches___..._.- 1.0175 | 1. 110 
| SER SAI PTE | «4625 | . 555 } Se ck occsiiecesunce |-n--=-=-=-] 1. 295 
| 


Cost per ton mile of haul for adjusting schedule of prices for haul conditions.— 
$0.555. 
Cost of clearing and grubbing, per acre 











ave i “ : mo pe 
Kind Light | Medium | Heavy 
c somes | i 
Mesquite clearing__._. Wee eee ooo oi haa $46. 25 $64. 75 | $92. 50 
I critinrnnncccnahcenasenhsobemeseutnaoumiennredl 92. 50 | 111.00 138. 75 
| | 








Construction damages.—Same as those shown in the Guide Price Book for the 
year 1942. 

Somastic coating.—Price per linear foot of pipe coated, including allowance 
for field joints, minimum of 75,000 feet. 


Size: Price per foot Size—Continued Price per foot 
Bid bendnics chances $0. 1080 | Eee eaipeeeneeee $0. 4335 
sii tcchnnisiennncin Meee . 1710 pe eS ee . 4890 
(EA a RE age te ea . 2235 ater acon i ecacion . 5445 
A i Sa taints cakeimianiniens -o2t Pe ad cE shld rehearses . 6000 
i cttertinintncecteececans . 8810 


Exuisit B.—Price of complete coating, per lineal foot, for 1943 








Primer, 2 coats enamel, 1 felt wrapper, | 
heavy Kraft paper Primer, 
a a il 1 coat 
| No-Ox-Id, 
Size Type of wrapper | Ennjay, 1 wrapper, 
Biturine or Texaco, and heavy 
Bitumastic Barrett | Soecony, kraft 
| morust, | paper 
| or parolite 
ES Damages. ..nccsncoe $0. 125 $0. 120 $0. 120 | $0. 090 
Nie aS at . 140 . 125 SE Veen tmeatamistite 
Ec asin ait . 120 . 110 .110 EESTI SEY 
| Ee S| . 145 . 140 - 125 . 108 
ON aie ceca . 150 . 145 a esicitiagts cpaictiniadcaiiies 
eed . 140 . 125 IE Bikninsbiardeteteeieie 
SI acnavanunncusanend Asbestos. ......... . 180 175 . 160 | - 125 
a io . 190 | . 180 | tae Sd 
Oe pints ota asad .170 | . 155 | WEEP Iekacenaeecnonm 
SN hake tccisctnaelasinaric ainieinusenaai I as occas 215 | . 200 . 190 .145 
ees . 220 . 205 | SOE Boda os aceaten 
Oe . 200 . 130 | BY isin ce ik halen tetcel 
Ns wesc cctcedciesens | Asbestos... ........ . 250 . 235 | 215 | . 160 
SI cisions ‘ . 265 | 240 | EE ésiiia 
tides etcisac cine . 230 | . 205 SET Minivans tieaiale 
ns) ae SIU «cn aeessee . 805 . 290 | 270 | . 215 
i Pabco....- tnimeiel . 310 | - 295 |  inipinniciiiaichipetinial 
ES . 270 . 250 SR Rita eet reat 
SEED IE ROL ODD, a . 360 | . 340 305 | . 265 
aad aneeads - 375 | . 355 | . 330 [ocecccnssecses 
Pi cudbanetncece - 325 | - 309 | SEE Diwidcsbecnititeaiaiel 
SOON ..«: ciasknnessseee Ce ae - 420 | . 385 | 360 . 305 
al ine neice . 445 | . 395 | Mn Livedenoanendind 
D Pictwanend sence 375 - 335 | ee Teteen veneanees 
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ExHIBIt C.—Oil tanks and accessories—Annual guide prices for 1943 


STEEL TANKS WITH RIVITED AND WELDED SIDES AND BOTTOMS 


Price per pound, in place, for varying sizes in barrels 





Type of roof | | 
Under | 3,001 to | 11,000 to | 35,000 to | 55,000 to |80,000 and 
3,000 | 10,999 | 34,999 | 54,999 | 79,999 | over 


{ 


| 
| 
| 





| | | 
Riveted or welded roofs... abe : $0. 096 $0. 080 $0. 075 $0. 069 $0.064 | $0.061 
Add for breather roofs... . pont sael . 0080 | . 0080 . 0080 - 0075 | . 0062 . 0046 
With floating roofs 2 chains . 128 . 104 . 091 . 082 | . 074 . 067 
Wood roof, shell and bottom only_.._.._-- -096 | . 080 . 075 . 069 | -064 | . 061 
| 
Wood roof supports and decking, lumber, per thousand feet, board 
re eo SSeS eee $115. 00 
Covering : 
Shet iron, 22-gage, galvanized, per thousand feet, board measure___ - 20 
Composition roofing, per thousand feet, board measure___.._._-____-__ . 09 
Johns-Manville, vaporproof roof, per thousand feet, board measure_ - 52 


Above prices include painting, steel stairs, 2 manholes, 1 screened vent, 1 water 
draw-off, 1 suction connection, 1 discharge connection, and 1 gage hatch, and for 
patented roofs all items ordinarily furnished by the manufacturer. 


TANK ACCESSORIES 


The 1948 prices for conservation equipment, hatches, swing lines, etc., are 
the same as those shown in the guide price book for 1942 on pages 2 to 5, 
inclusive. 

GRADING AND CLEARING 


Grading, common excavation, per cubic yard_._-..______-_____-__-______. $0. 70 
CUPGTING. GRU SLUDUIUS, DOT ROTO nn ccicnnccnce dR dbo nace eeee 92. 50 


STEEL BOLTED TANKS 


The 1943 prices for all sizes are 7 percent higher than the figures shown for 
the year 1942 on page 7A of the guide price book. 


WwooD TANKS—REGULAR 


The 1948 prices for all sizes are 8 percent higher than the figures shown for 
the year 1942 on page SA of the guide price book. 
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Exuisit D.—Communication systems—Annual guide prices for 1948—Poles, top 
dimension 


Prices in place, each, with earth setting, for the States shown in the heading. 
Prices for other States may be obtained by applying the same differential in 
dollars between the State groups as that shown in the guide price book for the 
year 1939. 





Creosoted | Eastern cedar (Ohio, Mich- 
pine Western cedar (Montana igan, Indiana, lowa, Illi- 
Top (Arkansas | nois, and Michigan) 
Length (feet) diameter and Louisi- | 
(inches) ana), ra : i ai di Teel 
8-pound 
retention Untreated Butt Untreated Butt 
butt treated butt } treated 
nN 4 $8, 64 . a 
5 9. 68 | $8. 43 $9, 58 $8.73 $9. 78 
6 10. 99 9.16 10. 55 10. 39 11. 78 
7 12. 49 10. 62 12. 33 11,13 12. 84 
25 4 11.13 
5 12. 43 11. 25 12.72 11. 86 13. 33 
| 6 14. 28 12. 02 73 12, 85 | 14. 56 
7 16.17 13. 31 15. 33 | 14. 20 | 16, 22 
8 18. 43 os 
30 5 15, 94 : 15. 22 
6 18. 16 15. 52 17. 59 17. 05 9. 12 
7 20. 52 y 18, 87 18, 70 21. 05 
8 23. 23 2 21. 69 21.08 23. 95 
35 5 19. 61 i 18. 98 beri 
6 22. 29 19. 50 21. 6 21, 25 | 23. 71 
7 25. 14 | 21.99 25. 03 24. 88 | 27. 92 
8 28. 44 23. 21 26. 54 28. 34 | 31. 67 
40 6 27 07 
7 30, 25 i 
8 34. 01 
9 38. 47 | 
45 6 32. 84 | 
7 36. 04 | 
8 41. 38 
9 46. 63 
50 aeuiiea 7 45. 30 
50, 38 
a 54. 94 | 


Exursit D.—Aerial wire 


Total price per mile, in place, for the States of Michigan, Ohio, Illinois, 
Indiana, Pennsylvania, New York, and New Jersey. Prices for other States 
are obtained by applying the same differential in dollars between State groups as 
that shown in the guide price book for the year 1989. 


Copper wire gage Copper weld 
sa | 40 percent Tron wire 
Gage No. | conductive | Birmingham 
Brown & Birming- | | Brown& | wire gage 
Sharpe ham wire NBS | Sharpe gage | 
gage | | 
‘ ence Ree og = 
| j 
4 $142. 00 
c= 118. 00 
Gnisn $103. 50 $148. 50 | 98. 50 | $53. 00 
7 85. 50 81. 50 
ain 72. 00 105. 00 $101. 50 | 69. 50 | 42. 00 
a 62. 00 89.00 | 85. 00 | 59. 50 | 38. 00 
Bian 54. 00 77. 00 72. 00 52. 00 36. 00 
Selim “ 48. 00 66. 50 | 63. 00 46, 00 | 33, 00 
mo. a sf 42. 50 58. 50 | 5A. 50 41. 50 | 31. 50 
Siivce : 38. 50 50. 00 49.00 | 34. 50 | 29. 50 


iGs« ; ‘ ‘ sin 35. 00 43. 50 42.00 |_. 28. 00 
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MISCELLANEOUS ITEMS 


The 1943 prices for these items are the same as those shown in the guide price 
pook for the year 1942, except us follows: 


Extra for rock and swamp pole settings__._._._._.._____._._._-__-_____each_- $7.15 
eeee pene Se ides... hth. doubled csmanie per thousand __— 91. 00 
W60G- Tine, 18 -MACOsasia ccccsuncesscapuunwennmnniiniimioiateinia 32.00 
roe Denemets.. We BACU aid. ut) ~arp ho oak. ne einen cis 61. 0O 
Transposition brackets : 

I: Pike il Si ih hs Sn etna ee each__ 1. 80 

I ans ca shel ses encanta oc kt ol cial Nella he itcinsia eh anes sagcagagiiiccaiiaaamale 1 3. 40 
Spacing bolts and labor for double arms___-_.----------_-.-L-- dons. 2. 40 
Crossarms, in place, including hardware: 

PU sa ass cecak ag cca a rae ocho as need tt ening com os tt eee ee nee 1. 65 

ete sictcckias eva ae ‘ sane neisertanivonsiiebsastariaaeaateceaa eee lees 1. 90 

8-inch___ cr magma cra estnrecrcartuearcns elites np earegh ahecaanentcalinicdba cholate talidegmnam tae 2. 30 

See iti atid oi.in:iiccdssmiiubn anal aicaetaetaheiaedai ee 2. 00 
Tree trimming or clearing: 

Ns on ica al intaner alas comes betes sommigion Scie ieeisaremeacedenttnele ante ieee per mile__ 138. 75 

I ent ee eg cae an Set aa pgtielsaectea racnasiciay acre ae do... ~©6— CB 

SS Bsa ose 1d hora tneva botanist inalais vnleciel b oignccenee mat reimaioakiecea mane sence 46. 25 
Clearing independent right-of-way : 

BT ech UE Fn nce ald gn cn ih nalssh algal hanhdeteededpapansy os ah eanenaeatiagainlaiaaae eae COW.o<.:':| Loon, bo 

riots cen a mae Lavccstnctinae Seip iae Samak ees, tsa aaeeiog oeniee ae a a Be 

MR cc secdssshdhrsiecl actuissacrtceniniclaechdighesen-ita bake Pa ea caedegciciconecsacan eagpeaedioe taaeiaael cane Rassencxns 92. 50 


ExHIsit E.—Pquipment—Annual guide prices for 1943 


Agreed guide prices for the year 1943 for items in exhibit E are the same as 
those shown in the price book for the year 1942, except as shown below. 


BOILERS 
Installation, $37 per ton. 


SQUIRREL-CAGE INDUCTION MOTORS 


3-phase, 60-cycle, 200- to 500-horsepower, inclusive price per horsepower, f. o. b. 
factory, motor only: 


} 
Revolutions per minute Volts ae ited a eee all ca £ 
| 200 20 | 300 | 350 | 400 | 500 
= ree a TROT or eee ee 
ON in Ea | 2,200 $5.00 | $5.00} $4.75 | $4.60 $4. 40 | $4.10 
5000.0... | 2, 200 7. 20 7.20 | 7.00 | 6. 70 6. 50 | 6. 10 
\ \ 1 | | 


INSTALLING MACHINERY 
Diesel engines, plunger pumps, and triple-expansion pumping engines 


per ton. $55. 50 
cig Bo Se el ee ae ASE) ae |) pe eee do__.. 74.00 


Field pumps, walking beam, jerker, and rodline____________ per pound__—_-0.. 037 
MULTISTAGE CENTRIFUGAL PUMPS 
Price new, f. 0. b. factory, including base and flexible coupling : 


Make Discharge Suction Stages Type Each Per 
| pound 
Worthington . 3-inch. 4-inch_ 3) UG-1___..| $1,900 | $0. 543 
Do ; 4-inch é-inch__ 3; OL. »-| 325 . 443 
Byron Jackson. 6-inch_ 8-inch_ 3 __| 2,900 . 485 
Do. ; 4-inch 6-inch 4; OLMX.. 2, 160 | . 482 
Goulds _. 6-ineh-_ . 8-ineh__-.__| 4 | 3360. .-| 1,710 .317 


All makes, 1,800 revolutions per minute. __| . ncitniieninn »l- +72--]---- 435 
i 





| 
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Horizontal plunger pumps: Price per pound, f. o. b. factory: 








| Stroke 
Kind . a esheneeatenida 
| 12inch | 18inch | 20-inch | 24-inch | 36-inch 
os — “| —|—_——— catching —|- 
Duplex_._-- : : | $0.277 | $0.208 | $0. 208 $0. 200 | 


iain cidinicatttedeentgieediide pe diiibaeince ie Rag . 200 $0. 200 


Exuisir F.—Pipe fittings—Annual guide prices for 1939-43 


Average annual cost of fittings, f. o. b. point of installation, expressed as a 
ratio of the 1934 period price. 


Annual price ratio 





Kind ae ee ee Lh ite oewe ee 
period 
1939 | 1940 1941 1942 1943 
Cast steel, forged steel, and welding fittings saab 100 140 140 150 1 155 
Cast iron, malleable, and semisteel fittings 4 ‘ 100 130 130 130 135 13: 
Composite average for all carriers - - ‘ 100 135 135 140 145 14: 


The above ratios represent the composite average ratios applicable to the 
inventories of pipe fittings in accounts 104, 154, 110, 160, 112, and 162 and are 
based on the price levels and approximate percentages of the different kinds of 
fittings, such as valves, tees, ells, flanges, etc., which are found in such 
inventories. 

For example, the ratios shown for cast steel fittings are generally applicable to 
welded lines on which iron fittings are not commonly used, and the ratios shown 
for cast iron fittings are generally applicable to low pressure lines in which 
screw end fittings predominate. 


ExuisBit G.—Buildings and grounds—Annual guide prices for 1935-43 


Average annual cost of constructing buildings and grounds expressed as a ratio, 
with the basic 1934 period prices equal to 100: 


Average annual cost ratio 
Item or type 1934 7 < = inthe —— ‘ai 
period | 
1935 | 1936 | 1937 | 1938 | 1939 | 1940 | 1941 | 1942 | 1943 


Buildings: | 


Brick: 
Steel frame...........-- si 100 127 131 137 136 134 139 | 152 166 175 
Wood frame.. ss 100 127 131 | 137 | 136 134 140 | 156 170 181 
Corrugated asbestos, stee] frame_- 100 125 127 136 134 132 138 | 150 164 174 
Metal clad: | 
Steel frame__.___- ‘i 100 124 126 133 132 128 134 148 160 169 
Wood frame... _- , 100 132 134 142 139 138 144 161 174 185 
Frame cottages_. asians > 100 130 133 139 | 138 139 145 161 170 181 
Frame ware’ ouse, etc._-_-- 100 132 134 142 139 138 | 144 161 |; 174| 185 
Reinforced concrete _. ab ‘ 100 | 125 128 | 134 133 132 37 150 162 | 172 
Grounds: 
Walks, roads, bridges__....._..- 100 124 127 | 131} 128} 125 128; 131 72 182 
Grading, landscaping ‘ ; 100 120 120 | 120; 120} 120 120 | 136 62 172 
Water, steam, gas lines___- = 100 128 | 128 132 132 120 12) 138 150 | 160 
Sewer and drain lines ___- os 100 125 125} 125] 125 125 125 131 162 172 
Fences and miscellaneous. - - - 100 | 126 126 | 132] 126 126 126 | 138 162 172 
Composite: All carriers..........._-- 100 | 127 131] 137 134 | 134] 139) 152| 167] 178 


The above ratios for buildings are for complete typical buildings, including 
foundations, porches, plumbing, heating, and lighting. 

The ratios for station grounds are weighted average ratios for property of 
each type. 

The composite ratio for all carriers represents an average ratio based on the 
relative percentage of the various items shown above which comprise the 
inventories of accounts 106, 156, and 176. 
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Studies of the costs of construction of buildings and grounds from 1935 to 
1943, when compared with the reproduction costs of such property, computed by 
appropriate 1934 period prices as used by the Bureau, indicate that, as an 
average for all carriers, the above ratios will produce the correct annual 
spot cost. 





PIPELINE CONSTRUCTION INDEXES 


Compiled by Engineering Section, Bureau of Valuation, Interstate Commerce 
Commission 


These indexes show, as an average for all pipeline common carriers, the ratios 
of the annual costs of construction for the various accounts and for the total 
of all physical property, including the overhead allowances, to the cost of 
reproduction new of such property, computed by the Bureau’s 1934-period 
prices expressed as 100. 

The relative percentages of the costs of property by accounts are based on the 
aggregate of the engineering reports for all carriers as of December 31, 1934. 

The relative percentages of the various elements, or types of construction, 
within each account are based on a composite average for typical major carriers 
as of December 31, 1934, and the annual index for the account is obtained by 
applying to these elements the appropriate annual prices or price ratios, 
obtained from the guide prices for pipelines, which have been agreed upon in 
conference by representatives of the Engineering Section of the Bureau of Valu- 
ation and the working committee of the American Petroleum Institute. 

The indexes represent averages for all carriers, and are of value in indicating 
trends. They are not necessarily applicable for use in the determination of the 
reproduction costs for an individual carrier. 

These indexes have not been examined nor passed on by the Interstate Com- 
merce Commission. 

WASHINGTON, D. C., November 1, 1944. 


INTERSTATE COMMERCE COMMISSION, BUREAU OF VALUATION, ENGINEERING SECTION 


Pipeline construction inderes—Composite averages for all carriers 








| Indexes 
Account | Percent CIPD 
| | ] ] | 
| 1935 | 1936 1937 | 1938 1939 | 1940 | 1941 | 1942 | 1943 

—_ — - - ~ eal | | —|——_—_— |-___—_ rit —-— ‘marae 
103, 153 47.18 | 107} 104] 107 | 104 93 | 94] 111 123 121 
104, 154..... 1.05} 105) 115} 130} 130] 135 | 135} 140] 145} 145 
105, 155_- | 20. 95 9 | 101 102 | 102 93 | 93} 111 148 | 181 
106, 156, 176 | 3.95 | 127] 131] 1387] 134| 134 139 | 152] 167{ 178 
107, 157- | -23 | 104 105; 115} 115) 17 119 }- 122 | 123 } 125 
108, 158_. 7.76} 103} 103 | 108 | 108; 109} 108] 117| 126] 133 
109, 159, 179__- c .24| 100} 100] 100] 100 100 | 105] 111] 115 115 
110, 160 4.44) 104] 107| 113] 112] 109} 109] 120} 137| 146 
111, 161_. 5.66 | 107 111} 118} 112] 115} 120] 131 154 | 165 
112, 162... 30} 104) 107} 113} 112% 109 109} 120] 137} 146 
113, 163, 183_- 198; %6 | 99 110 | 104] 106| 110 114 | 128 140 
114, 164, 184_ _- | .16} 100 100 | 100} 100 100 100 100 100 | 100 
115, 165, 185__. | .46 | 100] 100} 100| 100; 100} 100 100; 100; 100 
116, 166, 186 5. 64 105 105 | 108 | 106 99 | 100} 115} 133 142 
acess Shieh eines voll hee fee eet eae 

Weighted average } 100.00} 105 |} 105 | 108 106 | 99) 100 115 | 133} 142 

| | } j i | 








3UREAU OF VALUATION 


ENGINEERING. SECTION 
NOVEMBER 21, 1945. 
Subject: Pipeline guide prices for 1944 
minutes of committee meetings. 


MEMORANDUM TO Mr. Hoop 


The following is a brief record of the conferences in your office on Novem- 
ber 19 and 20, 1945, at which time the representatives of the Engineering Sec- 
tion of the Bureau of Valuation met with the working committee of the American 
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Petroleum Institute to consider the guide prices for 1944 for various items of 
pipeline property. 
MEETING OF MONDAY, NOVEMBER 19, 1945 


The carriers were represented by the following : 


C. M. Rosebrugh, chairman, Gulf Refining Co. 

Leo Golding, Gulf Refining Co. 

G. L. Shanks, Pure Transportation Co. 

J. H. Peper and A. J. Helmbrecht, Northern Group of Pipelines. 
L. E. Davis, Sinclair Refining Co. 

W. F. Daniels, Atlantic Pipe Line Co. 

J. L. Shoemaker, Stanolind Pipe Line Co. 

G. L. Tate and E. J. Wacker, Magnolia Pipe Line Co. 
«. H. Lundt, Humble Pipe Line Co. 

G. F. Downs and T. E. Smiley, Phillips Petroleum Co. 
J. W. Cason, Interstate Oil Pipe Line Co. 


The Bureau was represented by: Louis Hood, valuation engineer, L. H. Allen, 
F.C. Calcote, E. F. Callahan. 

The conference began at 10:30 a. m. Subcommittees were appointed by 
Messrs. Rosebrugh and Hood as follows: 

Line pipe and fittings: Messrs. Peper, Helmbrecht, Davis, and Allen. 

Pipeline construction: Messrs. Tate, Wacker, Shoemaker, Downs, and Allen. 

Suildings and tanks: Messrs. Shanks, Smiley, and Callahan. 

Mechanical equipment: Messrs. Lundt, Daniels, Golding, Cason, and Calcote. 

Communication systems: To be appointed after other committees had com- 
pleted their work. 

The general committee adjourned at 11 a. m., and the subcommittees went into 
session, 

MEETING OF TUESDAY, NOVEMBER 20, 1945 


The same committee met at 2 p. m. to report on the progress of the subcom- 
mittees as follows: 

Line pipe-—Mr. Peper reported that the subcommittee had agreed to the Bu- 
reau recommendation which was that the 1944 prices were $2 per ton less than 
the 1943 guide prices. He stated that the subcommittee had discussed at consid- 
erable length the question of price differentials per ton between the various sizes 
and weights of pipe and believe that next year these differentials should be 
investigated thoroughly because the 1944 cost data seem to indicate a trend 
toward lower prices for 10- and 12-inch pipe than for the 4-, 6-, and 8-inch pipe. 

Line pipe fittings —Mr. Peper reported that the subeommittee had agreed that 
the 1944 prices for fittings showed no change from 1943. 

Pipeline construction. Mr. Tate reported that the subcommittee had given a 
study to the cost data which had been converted for each size of pipe to a ratio 
to the 1934 guide price. There was a wide variation in the individual jobs from 
a low of 97 for some 12-inch loops on the Magnolia to a high of 456 for a 33-mile 
products line near Chicago. The total reported consisted of 1,386 miles of 
construction with a weighted average index of 165, consisting of 110 separate 
jobs with a simple average of 185. Eliminating the jobs that were considered 
unduly high resulted in a weighted index of 1943. Eliminating the jobs that 
were unduly low and unduly high resulted in an average of 175. It was finally 
concluded that the guide index for 1944 for installing pipe would be 165. 

Pipeline coatings. Mr. Tate reported that the subcommittee were agreed that 
the 1948 guide prices for coatings should be adopted for 1944. 

Buildings —Mr. Shanks reported that the subcommittee were agreed on the 
Bureau’s recommended building indexes for 1944 which produce a composite for 
all carriers of 183 as compared with the 1943 index of 178. This upturn was the 
same as that for the Railroad Building indexes. 

Mechanical equipment.—Mr. Calcote reported that the 1943 guide prices should 
be adopted for all mechanical items except as follows : 
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Horizontal plunger pumps, including steam-driven units 


{Price per pound f. o. b. factory] 























Stroke 12-inch | 18-inch | 20-inch | 24-inch 33-inch 
wane -_ -/ 
DAI ectiglattn nein bh addins $0. 35 $0. 26 $0, 26 | $0. 25 

mriplex..------ peepee sbaoanepienrtsaaes dewwee ters | _ | 3 $0. 25 

Price each 
Portable pumping units: f. 0. b. factory 
Buda H 217 engine with 6-inch pump-_-_-—-~~-.----_-~_--_-_--.---.- $1, 400 
Buda B. t. u. engine with 10-inch pump-—....._..__................ 2, 500 
DGen dl: Ors Chaise With 10-ien Numi... a ae 4, 300 
Caterpillar D 13000 with 10-inch pump-_—..._..___...._.....-._..- 6, 000 
Buda PHD 1879 engine with 12-inch pump_-_-----------------_----~- 11, 000 


INSTALLING MACHINERY 


1934 guide price times 1.65. 

Oil tanks.—Mr. Shanks reported that the agreed 1944 guide prices for all tanks 
and fittings are the same as the 1948 guide prices except that the item of clearing 
and grubbing should follow the same items in pipeline construction or the 1934 
guide prices times 1.65. 

Communication systems.—Mr. Rosebrugh stated that the pipeline representa- 
tives had discussed this matter and concluded that rather than spend the time 
in a detailed investigation of these prices they were agreeable to accepting the 
Bureau’s recommendation, that the 1943 guide prices be adopted for 1944. It 
was understood that this was in line with the railroad construction indices for 
similar items. 


Furniture and fixtures, highway equipment and overheads 

It was agreed among the committee that those items would be given an index 
of 100 which has been used for all prior years. 

This completed the work of the committee on guide prices for 1944. In closing, 
Mr. Rosebrugh agreed to notify all carriers that if all cost data for 1945 could 
be sent in promptly to the Bureau of Valuation, preferably before June, that it 
would be possible to expedite the work of the committee so that the agreements 
could be released early in October. 

Messrs. Shanks, Daniels, and Davis agreed to remain for a day or so to assist 
in the preparation of guide price and index sheets. 

The meeting adjourned at 3 p. m. 

L. H. ALLEN. 


BUREAU OF VALUATION 


ENGINEERING SECTION 
DeceMBER 6, 1946. 
Subject: Pipeline guide prices for 1945, minutes of committee meetings. 


MEMORANDUM To Mr. Hoop 


The following is a brief record of the conferences in your office on December 
4and 5, 1946, at which time the representatives of the Engineering Section of the 
Bureau of Valuation met with the working committee of the American Petroleum 
Institute to consider the guide prices for 1945 for various items of pipeline 
property. 


The carriers were represented by the following: 


C. M. Rosebrugh, chairman, Gulf Refining Co. 

W. J. Wilkins, Gulf Refining Co. 

G. L. Shanks, Pure Transportation Co. 

J.H. Peper and A. J. Helmbrecht, northern group of pipelines 
J. S. Burdette and H. Glaettli, Sinclair Refining Co. 

W. F. Daniels, Atlantic Pipe Line Co. 

J.L. Shoemaker, Stanolind Pipe Line Co. 
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E. J. Wacker, Jr., Magnolia Pipe Line Co. 

C. H. Lundt, Humble Pipe Line Co. 

T. E. Smiley and J. B. Tietze, Phillips Petroleum Co. 
L. F. Scherer, Texas Pipe Line Co. 

A. B. Johnson, Ohio Oil Co. 

S. R. Evans, Shell Pipe Line Corp. 


The Bureau was represented by: Louis Hood, valuation engineer, J. E. Hans- 
bury, R. W. Shields, L. H. Allen, F. C. Calcote, E. F. Callahan, R. W. Patton. 


MEETING OF WEDNESDAY, DECEMBER 4, 1946 


The conference began at 9:30 a.m. The first subject to be discussed was the 
question of service lives. Mr. Rosebrugh stated that the carrier representatives 
had discussed the subject among themselves and felt that some of the service 
lives which had been used in the basic valuations and in the bringing valuations 
to date, were too short. While they did not intend to ask the Bureau to modify 
the original guide-life schedule, it was thought that the 2744-year life which had 
been used for line pipe in trunklines in sour crude service was too low, the experi- 
ence of the pipeline companies to date was that under present operating condi- 
tions the pipe in sour crude lines would last as long as that in the sweet crude 
lines, and they felt that this 2744-year life should be increased to 35 years for 
the Gulf Refining Co. There was also considerable discussion as to the inade- 
quacy of the service lives for tanks. 

Mr. Rosebrugh and several others then stated that they thought a 25-percent 
minimum was too low and that no item of property which was properly main- 
tained should be conditioned below 50 percent. 

Considerable discussion followed and finally Mr. Hood stated that no change 
would be made in the minimum as the 25 percent was probably too high, anyway. 
With respect to modifications of the service lives of sour crude lines, he stated 
that the matter would be taken up with individual carriers. Mr. Hood also sug- 
gested that Mr. Rosebrugh appoint a committee of five to confer with the Engi- 
neering Section and then proceed to canvass the various carriers for retirement 
data, and to compile service life studies in a similar manner to those which have 
been compiled for railroad property. 

At this time copies of the Engineering Section Depreciation Study pamphlet 
were given to those members of the committee who had not previously received 
one. 

Messrs. Rosebrugh and Hood appointed the following subcommittees to handle 
detail discussions of guide prices for various items: 

Line pipe and line-pipe fittings: Messrs. Peper, Helmbredht, Evans, Smiley, 
Allen, and Patton. 

Pipeline construction, coatings, and construction damages: Messrs. Shoemaker, 
Wacker, Sherer, Burdette, Hansbury, and Allen. 

Mechanical items: Messrs. Lundt, Johnson, Tietze, Daniels, Caleote, and 
Callahan. 

Buildings and tanks: Messrs. Shanks, Glaettli, Wilkins, and Callahan. 

The meeting adjourned at 11: 50 a. m., and reconvened at 1: 30 p. m., at which 
time Mr. Rosebrugh went over the Bureau recommendations with Mr. Hood and 
stated that: 

The recommendation for a $2 per ton increase in line pipe was accepted 
but they would like to discuss the price of fusionweld pipe and thin wall-pipe 
differentials. 

The recommendation for fittings was agreed to. 

They would like to discuss pipeline construction and construction damages 
but had no objection to the coating recommendation. 

The building ratios and tank prices were accepted. 

The recommendations for mechanical and communication prices were 
accepted with the exception of concrete foundations for machinery. 

The meeting adjourned at 2: 30 p. m. and the subcommittees went into session. 


MEETING OF THURSDAY, DECEMBER 5, 1946 


The general committee met at 9:30 a. m. to hear the results of the work 
of the subcommittee as follows: 

Line pipe.—It was agreed to increase the guide prices for lapweld seamless and 
Smithweld pipe $2 per ton over the 1944 price, and to adopt the seamless price 
for fusion-weld pipe, since recent purchases indicated there was no longer a 
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differential between these two kinds. It is recommended further that next year 
consideration be given to the question of combining lapweld pipe prices with the 
seamless and fusion weld, and to develop guide prices for pipe of diameter from 
14 to 24 inches, since the use of these large sizes is increasing. 

Pipeline construction.—It was agreed to adopt an index of 160 for pipeline 
construction and for construction damages. 

Machinery foundations.—It was agreed to change the recommended price for 
concrete foundations from $30 to $35 per cubic yard. 

This completed the guide price agreements for 1945. 

The subject of service lives for sour crude lines was reopened and considerable 
discussion followed which was concluded by a statement by Mr. Hood that the 
Bureau would not consider modifications in the service lives of pipe, unless a 
service-life study was undertaken by the carriers, and since Mr. Rosebrugh felt 
unable to commit the companies to this project, Mr. Hood suggested that Mr. 
Rosebrugh take the matter under advisement and reopen the subject in January. 
It was, however, agreed to increase the service life of tanks from 25 to 35 years. 

Messrs. Shanks, Evans, Glaetti, and Tietze agreed to assist Mr. Allen in 
preparation of guide prices and indexes. 

Mr. Rosebrugh requested that he be furnished with 150 copies of the 1945 
guide-price books. 

Mr. Hood expressed his appreciation for the cooperation of the committee in 
arriving at the agreements, and the meeting then adjourned at 10:30 a. m. 


L. H. ALLEN. 





BUREAU OF VALUATION 


ENGINEERING SECTION 
NOVEMBER 5, 1947. 
Subject : Pipeline guide prices for 1946, minutes of committee meetings. 
Memorandum to Mr. Hood. 

The following is a brief record of the conferences in your office on November 4, 
1947, at which time the representatives of the Engineering Section of the Bureau 
of Valuation met with the working committee of the American Petroleum Insti- 
tute to consider guide prices for 1946 for various items of pipeline property. 

The carriers were represented as follows: 


C. M. Rosebrugh, chairman, Gulf Refining Co. 

L. F. Scherer, Texas Pipe Line Co. 

. B. Johnson, R. P. Shuck, and C. C. Kenney, Ohio Oil Co. 
L. Shoemaker, Stanolind Pipe Line Co. 

. J. Helmbrecht, Northern Group of Pipe Lines 

). J. Wucker, Jr., Magnolia Pipe Line Co. 

. W. Cason, Interstate Oil Pipe Line Co. 

H. Glaettli, Sinclair Refining Co. 

T. E. Smiley and J. B. Tietze, Phillips Petroleum Co. 
Fred Lee, Shell Pipe Line Corp. 

C. H. Lundt, Humble Pipe Line Co. 

W. F. Daniels, Atlantic Pipe Line Co. 


The Bureau Was represented by: Louis Hood, head valuation engineer, and 
Messrs, R. W. Shields, J. E. Hansbury, L. H. Allen, B. B. Cavyiston, R. W. Patton, 
F. C. Calcote, and E. F. Callahan. 

The conference opened at 9:30 a.m. and Mr. Hood suggested that the Bureau's 
recommendations dated September 22, 1947, be taken up in the order of the 
accounts as follows: 

Line pipe.—Mr. Rosebrugh stated that the committee would agree to the recom- 
mended prices for 2- to 12-inch pipe, but thought the recommended prices for 
14- to 20-inch pipe were too low by $4 per ton. He said that most of the reported 
purchases for large pipe were orders that had been placed prior to the increase of 
February 15, 1946, at Which time the prices were raised $6 per ton. In view of 
that fact, it was agreed to adopt an increase of $4 per ton above the recommended 
prices for 14- to 20-inch pipe shown on page 4 of the September 22 memorandum. 

Pipeline construction—tThe Carrier’s representatives thought the recom- 
mended ration of 160 was too low, stating that too much weight was given to 
the low cost jobs in Texas, and they claimed the ratio should be 170, After 
considerable discussion it was finally agreed that the guide prices for 1946 would 
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be fixed at a ratio of 165 percent of the 1934 guide prices. The recommended 
ratios for 1946 for pipe coatings and construction damages were adopted. 

Oil tanks and accessories.—The recommended 1946 ratios for oil tanks and 
accessories were adopted. Some questions were raised relative to prices to be 
applied to expansion roof tanks and further it was suggested that the break in 
the prices of steel tanks at 80,000 barrels should be reviewed. These matters will 
be given consideration in next year’s studies. 

Communication systems.—It was agreed to adopt the recommendation which 
increases the 1946 prices 11 percent above the 1945 prices. 

Pumping equipment and machinery.—Following a general discussion, it was 
agreed to give further study by a subcommittee to the prices of diesel engines of 
100 horsepower and over, and to the cost of installing machinery. It was de- 
cided to adopt 1946 guide prices for the other items shown on the September 22 
memorandum as follows: 

Drayage : To be increased 50 percent over the 1945 prices. 

Foundations, concrete : To be increased 20 percent over the 1945 prices. 

Foundations, steel : To be increased 20 percent over the 1945 prices. 

All other items: To be increased 15 percent over the 1945 prices. 

Line pipe fittings.—Following a short discussion, agreement was reached on 
the following 1946 ratios to 1934 prices of fittings: steel fittings, 175; iron fittings, 
155 ; composite, 165. 

Buildings and grounds.—The carriers agreed to adopt the 1946 ratios for 
building costs as shown on the memorandum of September 22. The scarcity of 
data was discussed and it was decided that a subcommittee would review some 
of last year’s Bureau building ratio studies, and an attempt would be made to 
furnish data for 1947 for similar studies. 

Accounts 110-160.—The question was raised as to the ratio of the cost of in- 
stalling pipe and fittings to the cost of the material. Reference to the minutes 
of the joint committee meeting of May 16, 1936, reveals that the committee agreed 
that for crude oil lines, the cost of the labor of installation would be 50 percent 
of the delivered price of the pipe and fittings. It was agreed that this ratio 
would be less than 50 percent for placing fittings on gasoline and products lines, 
and subsequently the Bureau adopted 35 percent of the delivered prices of 
fittings as representing the cost of installation for products lines. 

Accounts 115, 165, 185.—Vehicles and work equipment.—Mr. Hansbury stated 
that due to the sharp upturn in the prices of automobiles and trucks, the Bureau 
had raised the railroad index on vehicles for 1946, and suggested that a ratio of 
150 be adopted for the somewhat comparable pipeline accounts, and this ratio 
was adopted. 

Accounts 114, 164, 184—Office furniture and equipment.—Mr. Cason suggested 
that the prices of furniture and office equipment had also risen sharply in recent 
years, so that the ratio of 100 which had deen used previously was too low. It 
was agreed to adopt a ratio of 150 for these accounts for 1946. 

Mr. Rosebrugh then appointed a subcommittee consisting of Messrs. Lundt, 
Johnson, Daniels, and Seherer to confer with Messrs. Allen and Calcote on prices 
of large diesels and also costs of installation, and the meeting adjourned. 

The meeting of the whole committee was resumed at 4 p. m., and the following 
subjects were taken up: 

Pumping equipment and machinery.—The subcommittee recommended that the 
prices of diesel engines of 100 horsepower and over be increased 15 percent above 
1945, and that the ratio of the cost of installing machinery be increased from 
160 for 1945, to 200 for 1946. These two recommendations were adopted. 

Accounts 109, 159, 179—Machine tools and machinery.—Mr. Cason asked if 
the prices in these accounts should not be raised 15 percent above 1945, in line 
with our agreements for pumping equipment and machinery. ‘This proposal was 
adopted. 

There followed a discussion of the data necessary for building ratio-cost 
studies. It was agreed that Mr. Callahan would send Mr. Rosebrugh photo- 
statie copies of some ratio studies as samples of the “bill of materials” necessary, 
and that Mr. Rosebrugh would distribute these to several major carriers, with 
the request that they furnish these “bills of materials,” together with plans, 
specifications, and cost data for recent typical frame and brick buildings. It 
was understood that such data would be for entirely new structures not compli- 
eated by any alterations, and that the costs were to be segregated between the 
eost of the building itself and the cost of outside facilities, such as walks, drives, 
sewers, grading, etc. 
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Mr. Rosebrugh announced that Messrs. Glaettli, Tietza, and Wacker would help 
Mr. Allen the following day in computing the 1946 pipeline indexes. 

Mr. Rosebrugh requested that he be furnished with 150 copies of the guide 
prices and pipeline indexes, and with 20 copies of these minutes. 

There being no further business, the meeting adjourned at 4: 30 p. m. 


L. H. ALLEN. 


BUREAU OF VALUATION 


ENGINEERING SECTION 
SEPTEMBER 15, 1948. 
Subject: Pipeline guide prices for 1947 minutes of committee meetings. 


MEMORANDUM TO MR. Hoop 


The following is a brief record of the conferences in your office September 14 
and 15, 1948, at which time the representatives of the Engineering Section of 
the Bureau of Valuation met with the Engineers-Accountants Subcommittee of 
the American Petroleum Institute to consider guide prices for 1947 for various 
items of pipeline property. 

The carriers were represented as follows: 


C. M. Rosebrugh, chairman, Gulf Refining Co. 
L. G. Golding, Gulf Refining Co. 

W. F. Daniels, Atlantic Pipe Line Co. 

L. BE. Frensley, Magnolia Pipe Line Co. 

BE. J. Wacker, Jr., Magnolia Pipe Line Co. 
H. M. Eagles, Standard Oil Company of New Jersey 
J. C. Rawlins, Interstate Oil Pipe Line Co. 
J. McGarrie, Interstate Oil Pipe Line Co. 

R. R. Clagett, Pure Transportation Co. 

Cc. C. Kenney, the Ohio Oil Co. 

R. P. Shuck, the Ohio Oil Co. 

G. B. Smith, the Shamrock Oil & Gas Co. 

A. J. Helmbrecht, the Buckeye Pipe Line Co. 
W. K. Borland, Plantation Pipe Line Co. 

T. E. Smiley, Phillips Petroleum Co. 

I. B. Tietze, Phillips Petroleum Co. 

L. E. Davis, Sinclair Refining Co. 

H. Glaettli, Sinclair Refining Co. 

Fred Lee, Shell Pipe Line Corp. 

S$. R. Evans, Shell Pipe Line Corp. 

C. H. Lundt, Humble Pipe Line Co. 

J. L. Shoemaker, Stanolind Pipe Line Co. 

G. D. Beard, the Texas Pipe Line Co. 

H. W. Pattison, Sohio Pipe Line Co. 


The Bureau of Valuation was represented by: Louis Hood, head valuation 
engineer ; J. KE. Hansbury, assistant head valuation engineer; and Messrs. R. W. 
Shields, L. H. Allen, F. C. Calcote, R. W. Patton, B. B. Caviston, and B. F. 
Callahan. 


TUESDAY, SEPTEMBER 14, 1948 


The conference opened at 9:50 a. m., and, following Mr. Hood’s suggestion, 
the Bureau recommendations for 1947 annual guide prices, dated August 27, 
1948, were taken up in the order of the accounts as follows: 

Line pipe.—The carriers agreed to accept the Bureau’s recommendations for 
an increase of $10 per ton over 1946 for standard weight 8-inch pipe but 
wished to have the thin wall differentials reviewed. Mr. Rosebrugh appointed 
Messrs. Lee and Tietse to confer with Mr. Allen on this subject. 

Line pipe fittings—The Bureau recommendation was for an index to 1934 
prices of 180, an upturn of 9 percent over 1946. Discussion brought out the fact 
that this upturn was considerably less than the upturn on pipe and other steel 
products and agreement was reached on an index of 185, 

Pineline construction.—The carrier committee agreed to accept the Bureau’s 
recommendation for an index of 175, but wished to further discuss price differ- 
entials for 14- to 24-inch pipe. Messrs. Shoemaker, Wacker, and Rawlins were 
appointed to discuss this matter with Mr. Hansbury. 
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Pipe coatings—The committee agreed to the Bureau recommendation to 
increase the 1946 schedule by 5 percent. 

Pipeline construction damages.—The Bureau recommended an index to 1934 
prices of 250 percent. After discussion an agreement was reached on an index 
of 270 percent. 

Buildings and grounds.—The Bureau recommendations for 1947 annual price 
ratios approximated 15 percent over 1946. After considerable discussion it was 
agreed to accept the recommendations for station grounds but to increase the 
ratios for buildings to 20 percent over 1946 which resulted in the following: 
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Machinery.—The carrier committee agreed with the Bureau recommendations 
for all items except diesel engines of 100 horsepower and over and large hori- 
zontal plunger pumps. It was also deemed advisable to develop price ratios for 
several other items not shown on the recommendation. Messrs. Lundt, Borland, 
Glaettli, and McGarrie were appointed to confer with Mr. Calecote on these 
matters. 

Oil tanks and accessories.—The carrier committee indicated that in their 
opinion the Bureau’s recommendation of a 15-percent increase over the 1946 
prices was not sufficient. It was pointed out that the data would support a 
20 percent increase over 1946 for all tanks and tank accessories, and this was 
agreed to. The Bureau recommendation for tank grading and clearing and 
grubbing was accepted. 

Communication systems.—The Bureau recommendations were adopted. 

The meeting adjourned at 11:50 a. m. 

The meeting was called to order at 2 p. m. September 14, for the purpose of 
reaching agreements on 1947 period prices. Mr. Rosebrugh said the committee 
wished to study them overnight and discuss them the following day. He in- 
quired as to what principles were involved in determining period prices and 
Mr. Hansbury furnished him with a statement of the method employed by the 
Bureau which has been furnished to the Commission in connection with the 
rate hearing in Hz parte 166. 

Mr. Evans was appointed to check Mr. Callahan in the computation of the 
revised building price ratios. 

The question of service lives was brought up and Mr. Hansbury agreed to 
furnish Mr. Rosebrugh with several copies of the memorandum of L. H. Allen 
dated September 13, 1948, relative to a study of service life of line pipe, and 
asked Mr. Rosebrugh to appoint a committee to study this subject. This matter 
was postponed. 

At this point the Bureau representatives indicated that in their opinion it was 
absolutely essential that the sample reports on B. V. forms 590 and 591, which 
are to be circulated to the carriers as a guide, should be revised to incorporate 
all of the details that have been mentioned in the various comments, viz, L. H. 
Allen to Mr. Hood dated July 29, 1948, and L. H. Allen to Mr. Hood, minutes of 
meetings, dated August 3, 1948; J. E. Hansbury to Mr. Hood dated Septem- 
ber 15, 1948. 

The August 26 memorandum resulted from a study of the procedure to be 
followed in pricing B. V. form 590, and a copy of this memorandum is attached 
to these minutes. Mr. Shoemaker agreed to revise the sample forms and to 
furnish the Bureau with 15 copies of the revised forms. 

The meeting adjourned at 2: 45 p. m. 


WEDNESDAY, SEPTEMBER 15, 1948 


The meeting resumed at 10 a. m. in Mr. Hood’s office, and the subcommittees 
reported on unfinished matters relating to 1947 annual guide prices as follows: 

Line pipe.—The subcommittee reported agreement on price differentials for 
various sizes and wall thicknesses and these will be incorporated in the 1947 
guide price book. 

Pipeline construction—The subcommittee agreed that no change would be 
made in the price differentials for various sizes of pipe. 
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Machinery.—The subcommittee reached agreement on the following price 


ratios with 1934 equal to 100: 


Diesel engines 100 horsepower and over____~-------~-~------------~-- 162 
Slow-speed horizontal plunger pumps__----.-------~-------------~--- 275 
and the following items were to be added: 
Item Use price index for— 
AI ile ci yt nemninsidi-ecieheslabeamsctnd Boilers. 
Speed increases and reducers__~_~-------~~- Diesel engines 100 horsepower and 
over. 
Diesel engines 1,000 horsepower and over Diesel engines 600 horsepower and 
and under 300 revolutions per minute. over. 
Vertical gas engines 100 horsepower and Gas engines 100 horsepower and 
over. under. 
Explosion proof motors_.----------------- Squirrel cage motors of equivalent 
horsepower. 


Vertical plunger pumps over 150 strokes Horizontal plunger pumps. 
per minute. 


Horizontal plunger pumps over 150 strokes Do. 
per minute. 


At this point Mr. Hood expressed his appreciation for the work done by 
Messrs. Hutts, Long, Grummer, and Russell in tabulating 1947 cost data. 

The next subject was a discussion of the Bureau recommendations for 1947 
period prices as shown in a memorandum from Messrs. Hansbury and Allen to 
Mr. Hood dated August 30, 1948. The following tabulation shows the adopted 
indexes expressed as a ratio of the 1934 prices: 








| 
Account | Item | Index | Remarks 
103, 153 | Standard weight seamless, P. E. pipe..........--.---.---- Jonibhited . 150 Accepted. 
Freight rates on pipe... vF snccntin Gkdh Atabmateansweieehiies --| 125 | Do, 
104, 154 | Line pipe fittings- se leediiec diegutslatonestmnenteandirtdeaabanecntatiee ae mol 171 Do. 
105,155 | Pipeline construction _ es -| 160 Do. 
| Pipeline coatings. . ite : badescdein ee ee Do. 
Construction ds smages. ae K a tated oan deal adh tes a baticnacad 240 | Revised. 
106, 156 | Brick-steel frame buildings_-_-_-- a 250 Do. 
| Metal clad: 
| Steel frame... . ee etre \vauidste J, aaa rain aa, aie 
| Wood frame _. spd een sebbeness saim sewn: 265 | Do. 
Frame cottages -- -- 4 < é a an 260 Do. 
107, 157 | Boilers... ; stow cai OM 130 | Accepted. 
108, 158 | Large diesel engines... - Ce iveddebtieid dds : iu eeceal 145 | Do. 
Large plunger pumps bites deabiahale npheemientietedii mem Dahies 240 | Revised. 
| Large electric motors-___- : bis | 175 | Accepted. 
| Piston pumps.. ‘ anbasnsageee ie codes! Ae Do. 
| Centrifugal pumps._- works, ie =o ee , ese 150 Do. 
| Foundations_ : vagus qutne-cbatedscnn Seance ed 220 Do. 
Installation ; oat | 185 | Do. 
111, 161 | Riveted or welded tanks. : pucieinee kad ‘ nitol 200 | Revised. 
| Bolted tanks__. ab Naa sls bil pteedads. Seseaecs: ‘| 190} Do. 
Tank accessories  iaitteieiaians amet iia alice tian allel 145 Do. 
113, 163 | Communication systems, tot: al... ee atesthinaae Hie 165 | Accepted. 
aaa ee | Wuapmneee. 2 nk dita. c cs. SAL bose Me 155 | Do. 
115,165 | Vehicles and work equipme nt_ 43 thi akisnee bo eSide cabana 155 Do. 





1 Coating prices to be based on schedules as revised in 1943. 


The committee then undertook a discussion of the memorandum on service 
life of line pipe and its recommendation to depreciate line pipe from new to 
secondhand and from secondhand to scrap, and with depreciation to be deter- 
mined by the use of service life curves in the same manner that railroad in- 
ventories are being depreciated by the Engineering Section. It was agreed that 
before the new 1947 inventories could be depreciated each carrier would confer 
with the Engineering Section to discuss any necessary modifications in the serv- 
ice lives previously agreed upon. 

After considerable discussion about service lives, Mr. Rosebrugh said he would 
appoint a committee to study this subject and this committee would consist of 
Messrs. Eagles, Golding, Daniels, Smiley, Lee, and Beard. (This committee 
subsequently met with Mr. Hansbury for further discussion of the subject, and 
later worked out test sections of line-pipe inventories showing comparisons of 
depreciation by straight-line method and by service life curves. It was agreed by 
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the carrier representatives that they would want to postpone any decisions on 
depreciation until after the API meeting in November. ) 

Mr. Rosebrugh then appointed the following subcommittees to assist the 
Engineering Section in compiling 1947 prices: 

Messrs. Evans, Glaettli, Tietze and Wacker to stay over 2 days to assist in 
compiling the 1947 annual guide prices. 

Messrs. Evans, Grummer, and Long were tentatively selected to come to 
Washington September 28 for a week or 10 days to assist in compiling 1947 
period guide prices. 

Mr. Rosebrugh expressed his appreciation of the work done by Mr. Shoemaker 
and his office force in developing the sample B. V. form 590 reports. 

The meeting adjourned at 11: 30 a. m. 

L. H. ALLEN. 


BUREAU OF VALUATION 
ENGINEERING SECTION 


SEPTEMBER 15, 1948. 
Subject: Additional Comments on Stanolind Pipe Line Co. Sample Forms 590, 
Memorandum to Mr. Hood: 


After pricing the sample Stanolind Form 590 sheets the following suggestions 
are offered with the thought that the method of reporting would be both clarified 
and expedited. 

(1) To expedite pricing there should be shown on page 2 of the original 
sample copy showing description cf coating, the 1934 period price opposite each 
type of coating. 

(2) On page 12 of the original sample copy pertaining to river crossings the 
Engineering Report price should be set out in the column 1 and immediately 
following the column headed “Average haul miles.” 

(3) The subtotals for buildings, as for example page 20, should be set out 
Separately and not shown against some individual item included therein. 

(4) Buildings whose costs are in excess of $5,000 should be broken down into 
the following major units as set out in the Basic Engineering Reports: 

(a) Superstructure: Engineering Report unit cost per cubic foot 
(b) Foundations: Engineering Report money 

(c) Heating, plumbing and lighting: Engineering Report money 
(d) Miscellaneous : Engineering Report money. 

(5) To properly comply with the order and supplemental comments in con- 
nection with the order it is essential that all carriers should take the necessary 
steps to obtain copies of the pencil 562 sheets. 

(6) Under Account 161 the sample sheet should be amplified to include in the 
description of the tank the type of roof as well as the dimensions and weight of 
tank. 

(7) For our purposes the description on page 40 as to the number and thick- 
ness of tank plates under account 161 may be eliminated. 

(8) On page 45 the three items preceding the total for the account 163 should 
be deleted as they are duplication of the information already set out on that 
sheet. 

(9) In addition to the requirements called for by the order and in the com- 
ments it would facilitate the work of pricing if the carrier would under column 
1 and over the heading ‘Account number” and to the extreme right show two 
additional unnumbered columns to set out (a) Engineering Report page number, 
and (b) Engineering Report C. R. N. This will also facilitate typing by the 
carriers. 

JOHN E. HANSBURY. 


BUREAU OF VALUATION 


ENGINEERING SECTION 


JANUARY 4, 1950. 
Subject: Pipeline Guide Prices for 1948 Minutes of Committee Meeting. 
Memorandum to Mr. Hansbury. 
The following is a brief account of the conference in your office on December 
15, 1949, at which time the representatives of the Engineering Section of the 
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Bureau of Valuation met with the working committee of the American Petro- 
leum Institute to consider guide prices for 1948 for the various items of pipe- 
line property. 

The carriers were represented by: 


Mr. C. M. Rosebrugh, chairman, Gulf Refining Co. 

Messrs. L. E. Frensley and E. J. Wacker, Jr., Magnolia Pipe Line Co. 
Messrs. Fred Lee and K. C. Cooley, Shell Pipe Line Co. 

Messrs. L. E. Davis and Herbert Glaettli, Sinclair Refining Co. 

Messrs. C. C. Kenney, Charles F. Firmin, and R. P. Shuck, Ohio Oil Co. 
Mr. C. H. Lundt, Humble Pipe Line Co. 

Messrs. J. W. Cason and E. M. Henderson, Interstate Oil Pipe Line Co. 
Mr. W. F. Daniels, Atlantic Pipe Line Co. 

Messrs. T. E. Smiley, D. R. Redding, and V. L. Costello, Phillips Petroleum Co. 
Mr. C. W. Keith, Stanolind Pipe Line Co. 

Mr. A. J. Helmbrecht, Buckeye Pipe Line Co. 

Mr. G. D. Beard, Texas Pipe Line Co. 


The Bureau was represented by Mr. J. E. Hansbury, Acting Head Valuation 
Engineer, and Messrs. L. H. Allen, G. D. Leapley, F. C. Caleote, BE. F. Callahan, 
M. L. Brownell, and H. A. Pratt. 

The conference opened at 9:50 a. m., recessed at 11:30 a. m. until 2:50 p. m., 
and was concluded at 3:15 p.m. During the interim subcommittees investigated 
the recommendations on line pipe fittings and machinery. The recommendations 
of November 16, 1949, were taken up in the order shown. 

Line pipe.—Mr. Rosebrugh stated that the committee would agree to the rec- 
ommendation ; that is, increase the 1947 annual guide prices 15 percent to obtain 
1948 guide prices. 

Line pipe fittings.—The committee felt that the recommended index of 200 was 
too low. After conference by a subcommittee consisting of Messrs. Lee, Cooley, 
Shuck, and Allen, it was agreed to raise the 1948 index to 215 instead of 200 
over 1934 guide prices. 

Pipeline construction.—Mr. Rosebrugh stated that the committee felt that 
guide prices should be on a regional basis due to greater volume of construction 
in the territory east of the Missouri River. Mr. Hansbury stated that the 
Bureau did not have the force necessary to do this. Mr. Rosebrugh stated that 
the committee estimated the index should be about 179-180 over 1934. It was 
agreed to raise the 170 index recommended to 175 over the 1934 guide prices. 

Pipe coatings.—Mr. Rosebrugh stated that the committee agreed to accept the 
recommendations. 

Construction damages.—Carrier representatives thought the index on this item 
should be raised due to generally higher costs of damages at the present time 
over earlier construction. Mr. Rosebrugh thought the weighted average was 
about 299. It was agreed that the 1948 annual index over 1934 guide prices 
would be 300. 

Buildings and grounds.—The committee agreed to accept the recommendations 
as set forth in the memorandum. 

Equipment.—The committee felt that the recommended indexes for motors and 
installation of machinery were too low. After investigation by a subcommittee 
eonsisting of Messrs. Lundt, Wacker, Davis, and Calcote, it was agreed to 
increase the recommendations for motors 25 percent over 1947 and piston 
pumps 15 percent over 1947 with the following results : 
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The recommendations for all other equipment items were accepted. 

Oil tanks and accessories.—The committee agreed to accept the recommenda- 
tions for 1948. 

Communication systems.—After a little discussion it was agreed that the com- 
posite index for 1948 over 1934 would be 200. 

Furniture, tools, vehicles, and work equipment.—The committee agreed to accept 
the recommendations for 1948. 

Mr. Rosebrugh inquired as to when the 1947 Guide Price Books would be issued. 
Mr. Hansbury advised they would be issued in the near future, probably in 
January 1950. Mr. Rosebrugh stated that the carriers would want about 275 
copies and that he would formally request that number for distribution to the 
various carriers. 
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It was agreed that the Bureau would issue 1948 indexes on the basis of 1934=100 
and also another set on the basis of 1947=100, the later related back through 
1934; also that the committee would be furnished 125 copies for distribution 
to the carriers. 

The committee was also advised that in order to expedite the work carriers 
should furnish the Bureau with two copies of a revised engineering report text 
corrected to reflect conditions as of December 31, 1947. 

There being no further business, the conference was adjourned at 3:15 p. m. 


H. A. PRATT. 





BUREAU OF VALUATION 


ENGINEERING SECTION 

SEPTEMBER 15, 1950. 
Subject: Pipelines Guide Prices for 1949—Minutes of Joint Conference. 
Memorandum to Mr. Hansbury. 

The following is a brief account of the conferences in your office on September 
13 and 14, 1950, at which time the representatives of the Engineering Section of 
the Bureau of Valuation met with the working committee of the American 
Petroleum Institute to consider pipeline annual guide prices for 1949 as recom- 
mended by the Bureau in memorandums of August 28 and 29, 1950, and period 
guide prices for 1948 and 1949 as recommended by the Bureau in memorandum 
dated September 13, 1950. 

The carriers were represented by : 


J. L. Shoemaker, chairman, Service Pipe Line Co. 
Alfred Raws, Jr., Atlantic Pipe Line Co. 

R. A. Kroenert, Great Lakes Pipe Line Co. 

W. T. Grummer, Gulf Refining Co. 

S. G. Loy, C. H. Lundt, E. W. Vogt, Humble Pipe Line Co. 
J. W. Cason, E. M. Henderson, Interstate Oil Pipe Line Co. 
L. E. Frensley, E. J. Wacker, Jr., Magnolia Pipe Line Co. 
C. C. Kenney, C. F. Firmin, The Ohio Oil Co. 

D. R. Redding, C. F. Herbert, Phillips Petroleum Co. 
Fred Lee, 8. O. Crichfield, Shell Pipe Line Corp. 

L. BD. Davis, Herbert Gloettli, Sinclair Refining Co. 

H. W. Pattison, E. J. Backer, Sohio Pipe Line Co. 

G. D. Beard, The Texas Pipe Line Co. 

W. L. Olsen, Utah Oil Refining Co. 


The Bureau of Valuation was represented by J. E. Hansbury, Acting Head 
Valuation Engineer; G. D. Leapley, L. H. Allen, H. A. Pratt, E. F. Callahan, 
F. C. Caleote. 

The meeting opened at 10:15 a. m., September 13, 1950, with all members 
present and the following matters were discussed: 

Collecting elements of the 1947 inventories.—For pricing and depreciation pur- 
poses for bringing valuations to date. It was agreed that Messrs. Hansbury, 
Allen, and Beard would determine the various elements to be collected and the 
date of October 9, 1950, was set for commencing this work, at which time the 
Magnolia and Service companies would each furnish a representative to prosecute 
this work, under supervision by the Bureau. It is planned to make duplicate 
copies of the worksheets so that each carrier may have a copy. It is also pro- 
posed that carriers will furnish a man to assist in this work for his company, 
and as each newcomer becomes familiar with the details, he will release one of 
the previous representatives who has been doing this work. 

Pricing BV Forms 588-R for years subsequent to 1947.—It was stated that 
Director Douglass and Mr. Hansbury had given their approval to a proposal by 
the carriers that any carrier may at his option, in the future file with the Bureau 
earbon copies of BV Form 588-R priced in pencil by the carrier with 1947 period 
prices, which pricing will be subject to review and check by the engineering 
section. It is thought that this proposal will greatly expedite the work of 
bringing valuations to date. The details of how and when these priced BV Forms 
588—R will be filed will be determined later. 

Cost of installation of station pipe and fittings.—Messrs. Beard and Allen ad- 
vised the committee that preliminary studies indicate that the guide prices for 
labor of installing pipe and fittings in station oil and service lines appear to be 
inadequate. It was desired to give this matter more study and after discussion, 
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representatives of the Atlantic, Humble, Magnolia, Shell, and Texas companies 
agreed to make some studies of this subject and furnish cost data on station 
lines which will show for various jobs the cost of the pipe and fitting material 
as well as the total installed cost. 

Subcommittees were then appointed to make further studies of the 1949 cost 


data for the following: 
Line pipe and line-pipe fittings: Messrs. Lee, Reddling, Henderson, and 


Allen. 

Pipeline construction: Messrs. Wacker, Raws, Beard, Glaettli, Hansbury, 
and Pratt. 

Construction damages: Messrs. Wacker, Raws, Beard, Glaettli, Kroenert, 
Allen, and Pratt. 

Machinery : Messrs. Lundt, Davis, Cason, and Calcote. 

Tanks: Messrs. Kroenert, Grummer, Wallace, Hansbury, and Pratt. 

The meeting adjourned at 11 a. m. and met again at 2 p. m. at which time 
the subcommittees reported their agreements on all of the foregoing matters 
except construction damages. Adjourned at 3 p. m. 

On Thursday, September 14, the joint committee met at 11 a. m. and ad- 
journed for further study of construction damages, and a subcommittee con- 
sisting of Messrs. Davis, Wacker, Lundt, and Lee conferred with Messrs. Hans- 
bury and Allen on period guide prices for 1948 and 1949. At 2:30 p. m. the 
full committee met and accepted the subcommittee’s report on 1948 and 1949 
period guide prices and instructed Messrs. Beard, Hansbury, and Allen to reach 
an agreement on construction damages for incorporation in these minutes. The 
full committee having completed their business, the meeting adjourned at 
3:15 p.m. 

The results of the various agreements for 1949 annual guide prices are as 
follows: 

Line pipe-——The guide prices for new buttweld, lapweld, seamless, and A. O. 
Smith steel line pipe are 125 percent of the 1947 period guide prices. The guide 
prices for electric or fusion-weld pipe are the same as for seamless pipe of the 
same weight. The above prices are for grade A, grade B, and X42 pipe. For 
special steels the prices are $2 more per ton for X46 steel and $4 more per ton 
for X52 steel. 

Line pipe fittings.—The cost of fittings in 1949 are 205 percent of the 1934 
period prices and 121 percent of the 1947 period prices. 

Pipeline construction—Installing pipe.—In reaching a conclusion, the subcom- 
mittee was influenced by the following: Included in the 1949 data there is a large 
amount of construction in west Texas and New Mexico with very low indexes, 
and in the Ozark region of Missouri with extremely high indexes, which have 
a tendency to distort a figure that is to be used on a countrywide basis. Fur- 
thermore, some of the carriers submitting data with low indexes stated that it 
had been necessary to make additional payments to the contractors over and 
above the contract price for the contractor to reach a break-even figure. Giving 
consideration to these facts, and excluding projects with an index below 125 and 
above 250 results in a weighted average index for the data of 183. It was agreed 
that the guide prices for 1949 are 180 percent of the 1934 period prices, or 112.5 
percent of the 1947 period prices. 

Pipe coatings—The 1949 annual guide prices are 200 percent of the 1934 
period prices, or 111 percent of the 1947 period prices. 

Construction damages.—A new study of the cost of damages was made, cost 
data being collected for all years from 1934 to 1949 and comparisons made of 
the trends in each State. This indicated that, in general, the trend for the 
States with higher guide prices was much lower than for the States with lower 
guide prices. It further indicated that in some of the States the 1934 guide 
prices were too low, but the 1947 guide prices were about right. It also indi- 
cated that for comparable work the prices from 1947 to 1949 had not increased 
very much, the higher differences in the composite data for each year being 
due to a larger proportion of more expensive work. Since the guide prices will 
not be used on any recent jobs where the costs are available, it is sufficient to 
determine a reasonable index for adjusting these costs to the proper period price 
level. Giving consideration to these facts and with the idea of not disturbing the 
1947 guide prices, it was decided to set the 1949 ratio at 300 percent of the 1934 
period, or 125 percent of the 1947 period prices. In view of this decision the 1948— 
49 period index for construction damages had been changed to 250. 

Buildings and grounds.—The Bureau recommendations for 1949 prices were 
accepted. 
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Machinery and equipment.—The Bureau recommendations for equipment price 
indexes were accepted except as follows: 


Gas, gasoline, and oil engines : 185 percent of 1934 period 
Piston-power pumps : 210 percent of 1934 period 


Oil tanks and accessories.—The cost data was restudied. Revised weights 
furnished by the Great Lakes brought the prices for their tanks more nearly in 
line with the average of the data. An Atlantic tank was recomputed to include 
cost of installation. Floating roof tanks comprise the bulk of the cost data and 
largely determine the price ratio for riveted and welded tanks. It was agreed 
to modify the Bureau recommendations for the following items: 

Riveted and welded steel tanks : 270 percent of 1943 period 
Bolted steel tanks : 255 percent of 1934 period. 


Communication systems.—The Bureau recommendations were adopted. 

Furniture, tools, vehicles, and work equipment.—The Bureau recommenda- 
tions were adopted. 

1948 and 1949 period prices.—Recognizing the Commission’s decisions that a 
period price should give consideration to the prices prevalent for a period of years 
prior to the year in question and to the future trend of prices, and also that 
prices in a period of inflation should be discounted, the following indexes expressed 
as a ratio of 1934 period prices were adopted for the principal items of pipeline 
property for period price levels for both years 1948 and 1949. Comparison 
is also shown with the 1947 period price level. 


ow a —— 





Period price Period price 
indexes indexes 

Account Item aa = Account Item nie 

1947 | 1948-49 1947 | 1948~49 

eiuiaibeicnie a stereoids | 
103, 153 | Steel line pipe _-_-_ | 150 160 106,158 | Gas, gasoline, oil en- | 

| Freight on pipe 125 150 gines 140 | 160 

104, 154 | Line pipe fittings 170 170 Concrete foundations. 220 220 

105, 155 | Installing pipe 160 160 Installation 185 | 185 

Pipe coatings- 180 180 109, 159 | Power tools 155 | 155 

Construction damages 240 250 111,161 | Riveted or welded steel 

106, 156 | Brick buildings | 250 300 tanks 200 | 220 

| Metal-clad stee] frame 235 250 | Bolted steel tanks 190 | 210 

| Metal-clad wood frame 265 275 Tank accessories 145 | i50 
Frame cottages___ 260 265 113, 163 | Communication SyS- | 

107,157 | Boilers 130 150 | tems 165 | 165 
106, 158 | Large diesel engines 145 155 || 114,164 Furniture and equip- | 

Plunger pumps 240 260 ment 155 155 

| Large electric motors 175 215 |} 115,165 | Cars and trucks--- 155 160 

| Centrifugal pumps 150 165 Work equipment 160 | 160 


| Piston pumps is | 150 175 Approximate composite.| 162 | 173 
| | 


L. H. ALLEN. 


BUREAU OF VALUATION 


ENGINEERING SECTION 
May 16, 1951. 
Subject : Pipeline guide prices for 1950, minutes of committee meeting. 
Memorandum to Mr. Hanbury. 


The following is a brief account of the conferences in your office on May 15, 
1951 at which time the members of the Engineering Section of the Bureau of 
Valuation met with the working committee of the American Petroleum Insti- 
tute to consider guide prices for 1950 as recommended by the Bureau in the 
following memoranda: 


Steel line pipe: May 3, 1951 

Line-pipe fittings: May 3, 1951 

Cost of installing pipe: May 4, 1951 

Pipe coatings: May 4, 1951 

Construction damages: May 4, 1951 

Buildings and grounds: May 4, 1951 

Equipment: May 4, 1951 

Oil tanks and accessories : May 3, 1951 

Communication systems: April 27, 1951 

Furniture, tools, vehicles and work equipment: April 27, 1951 
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The carriers were represented by : 


J. L. Shoemaker, chairman, Service Pipe Line Co. 

Alfred Raws, Jr., Atlantic Pipe Line Co. 

A. J. Helmbrecht, Buckeye Pipe Line Co. 

R. A. Kroenert, H. B. Williamson, Great Lakes Pipe Line Co. 
Fred B. Branson, Gulf Refining Co. 

P. B. Phillips, Jr., Humble Pipe Line Co. 

J. P. Elam, J. M. McGarrie, Interstate Oil Pipe Line Co. 

Fred H. Pennington, E. J. Wacker, Jr., Magnolia Pipe Line Co. 
C. F. Firmin, C. C. Kenney, Ohio Oil Co. 

GC. F. Herbert, D. R. Redding, Phillips Petroleum Co, 

J. R. Sanders, Shamrock Oil & Gas Corp. 

§. O. Critchfield, T. L. Guthrie, Fred Lee, Shell Pipe Line Co. 
Herbert Glaettli, Sinclair Pipe Line Co. 

H. W. Pattison, C. W. Plum, Sohio Pipe Line Co. 

G. D. Beard, Texas Pipe Line Co. 


The Bureau was represented by J. E. Hansbury, head valuation engineer, 
L. H. Allen, H. A. Pratt, E. F. Callahan, F. C. Caleote, and M. L. Brownell. 
The meeting opened at 10 a. m. with all members present. In order to ex- 
pedite the work of the conference, subcommittees were appointed to go into 
the various subjects and report back later. Accordingly, the following sub- 
committees were designated : 
Line pipe: Messrs. Helmbrecht, Lee and Allen. 
Line-pipe fittings : Messrs. Firmin, Critchfield and Allen. 
Pipeline construction: Messrs. Shoemaker, Wacker, Kroenert, Shuck, 
Raws, Hansbury and Pratt. 
Buildings: Messrs. Glaetlli, Williamson, Critchfield and Callahan. 
Machinery: Messrs. Phillips, Beard, McGarrie, Elam, Firmin, and Calcote. 
Tanks: Messrs. Beard, Phillips, Pattison, Lee and Pratt. 

Recommendations on communications and furniture, tools, vehicles and work 
equipment were approved as written. 

The meeting then adjourned at 10: 45 a. m. until 2 p. m. 

At 2 p. m. the meeting was resumed and the following agreements reached: 

Line pipe——The Bureau’s prices as recommended for 1950 were approved, 
resulting in an index of 151 in terms of the 1947 base. 

Line-pipe fittings —The recommended index of 205 over 1934 period or 121 
over 1947 period prices was approved. It was also agreed to revise the 1948 
index downward to agree with 1950. 

Installing pipe—A review of the underlying data indicated a large proportion 
of new mileage in west Texas where a low-price level prevails. As a result the 
Bureau agreed to increase the recommended index from 115 to 120 in terms of 
the 1947 base. 

Coatings.—The recommendations for pipe coatings were approved at 111 per- 
cent of 1947 period guide prices. 

Construction damages.—The committee felt that a further study of the under- 
lying data should be made. It was agreed that the decision of a subcom- 
mittee, consisting of Messrs. Beard, Lee, Phillips and Allen would be accepted. 
The subcommittee reported that further study of the cost of construction dam- 
ages indicates the Bureau’s recommendation should be adopted. 

Buildings and grouwnds.—All the recommended indexes were approved with the 
exception of the following which the subcommittee recommended because of 
increased labor costs. These recommendations were approved: 


meecal-clad steel frame buildings... on oss cei Bestel ancebtbietie boemeseeea 137 
menacing and landscening x05 d.cimindusnitheneseithbaiiadee 140 
aeeeer, gas. and steam lnes..........<...-<cdwnehkSensibehbiaakeanse 135 
COD ANG MUBCOUANCOUE nance nce wlade-b-antideablesadlcheesue 145 


Equipment.—After a review of the underlying data by the subcommittee, it was 
proposed to consolidate the items in the recommendation under the following head- 
ings and indexes. This proposal was approved tentatively. 


TRIO i cnn washes sd eso cr ca ce acd a a li 135 
mestaliation and drayage (tentative) ..ssieik oneitt désnsctde wed demeede< 131 
Foundations, steel and concrete.____...----_-..-...--...-.--..--__._ 123 


A subcommittee, consisting of Messrs. Beard, Lee, Phillips, and Allen made a 
study of costs of installing machinery. Since this is almost entirely an item of 
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labor costs, it was decided that the ratios to the 1947 period price should follow 
the labor trends. For this purpose the Bureau of Labor Statistics union labor 
trends were used, and the committee adopted revised indexes for 1948, 1949, and 
1950 of 130, 135, and 140 instead of the previous figures of 119, 119, and 131. 
The subcommittee then collected costs of installation of motors, centrifugal 
pumps, and high-speed plunger pumps on various carriers and arrived at the 
following revised cost of installation for these items at 1947 period prices of 
$7.40 per hundredweight. All 1947 engineering reports will be corrected for this 
item when bringing valuations to date. 

Oil tanks.—The subcommittee was furnished additional cost data on 24 81,000- 
barrel tanks by the Midland Valley Pipe Line Co., and on 28 122,700-barrel and 
4 176,000-barrel tanks by the Texas Pipe Line Co. Consolidating this data with 
previous data produced a composite trend of 135. Most of this additional data 
represented the latter part of 1950. It was agreed that the index would be 132 
percent of 1947 period guide prices for riveted, welded, and bolted tanks. It was 
also agreed to revise the years 1948 and 1949 for these items to 132. The recom- 
mendations for other items of firewalls and tank accessories were approved. 

It was agreed that the Bureau would issue 1950 indexes on the basis of 1934 
equals 100 and 1947 equals 100. The Bureau agreed to furnish the committee 200 
copies of the indexes for distribution to the carriers. 

Period prices.—A subcommittee, composed of Messrs. Hansbury, Beard, Lee, 
Phillips, Raws, and Wacker were instructed upon adjournment to study and 
agree on period prices which agreement would be accepted by the committee. The 
Bureau's proposed period prices, after considerable discussion, were approved. 

The conference was adjourned at 3:15 p.m. 

L. H. ALLEN. 


BUREAU OF VALUATION 


ENGINEERING SECTION 
JUNE 3, 1952. 
Subject: Pipeline guide prices for 1951, minutes of committee meeting. 
Memorandum to Mr. Hansbury. 

On May 27 and 28 conferences were held between representatives of the Engi- 
neering Section of the Bureau of Valuation and the working committee of the 
American Petroleum Institute, to consider guide prices for 1951 as recommended 
by the Bureau in the following memorandums: 


Steel line pipe: May 1, 1952 

Line pipe fittings: May 2, 1952 

Cost of installing pipe: May 6, 1952 

Pipe coatings: May 6, 1952 

Construction damages: May 2, 1952 

Buildings and grounds: April 30, 1952 

Pumping equipment: May 9, 1952 

Oil tanks and accessories: April 25, 1952 
Communication systems: April 30, 1952 

Furniture, vehicles, and work equipment: April 30, 1952 


The carriers were represented by : 


J. L. Shoemaker, chairman, Service Pipe Line Co. 

C. W. Keith, Service Pipe Line Co. 

J. P. Harshfield, Phillips Pipe Line Co. 

F. A. Bassett,’ Phillips Pine Line Co. 

B. R. Redding,’ Phillips Pipe Line Co. 

E. W. Vogt, Humble Pipe Line Co. 

F. S. Howard, Humble Pipe Line Co. 

P. D. Phillips, Jr., Humble Pipe Line Co. 

Fred H. Pennington,’ Magnolia Pipe Line Co. 

E. J. Wacker, Jr., Magnolia Pipe Line Co. 

J. R. Sanders,’ Shamrock Oil & Gas Corp. 

J.B. Elam, Interstate Oil Pipe Line Co. 

J. W. Cason,’ Interstate Oil Pipe Line Co. 

Morgan Martin, Gulf Refining Co., pipeline department 
George W. Conrad, Gulf Refining Co., pipeline department 





2 Attended May 27 meeting only. 
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_F. Firmin, Ohio Oil Co. 

F. Shuck, Ohio Oil Co. 

ed Lee, Shell Pipe Line Corp. 

O. Crichfield, Shell Pipe Line Corp. 
- 


nO 


r 


. T. Bate, Sohio Pipe Line Co. 

.R. Perkins, Mid-Valley Pipeline Co. 

. J. Helmbrecht, The Buckeye Pipe Line Co. 

erbert Glaettli, Sinclair Pipe Line Co. 

G. D. Beard, The Texas Pipe Line Co. 

w. T. Grummer,” Gulf Refining Co., pipeline department 
S. L. Guilbeau,’ The Texas Pipe Line Co. 

The Bureau was represented by J. E. Hansbury, H. A. Pratt, E. F. Calla- 
han, B. B. Caviston, F. C. Calcote, W. E. Sturges, J. Jones, and J. R. Huggard. 
The meeting of May 27 opened at 2: 07 p. m. 

Line pipe.—The Bureau recommendations for grade B pipe and freight were 
adopted. A discussion followed on the price differential between grade B or 
X 42 and X 52 for pipe diameters 24 inches and larger. It was decided to 
increase the $4 recommended by the Bureau to $15 for this pipe. 

Line pipe fittings—S. O. Crichfield and H. A. Pratt were designated as a 
subcommittee to investigate effect of adding Ohio Oil Co.’s Y. O. 26 returns 
on line pipe fittings (flanges) to the Bureau’s study. 

Pipeline construction.—Messrs. Beard, Wacker, Hansbury, and Pratt were 
named to a subcommittee to discuss and reach agreement on pipeline construc- 
tion, coatings, and construction damages. 

Building and grounds.—Bureau’s recommendations were accepted without 
change. 

Boilers.—Adopted ratio of 129 instead of 123 for foundations. 

Pumping equipment.—Following prolonged discussion it was agreed to in- 
crease the Bureau’s recommendations 5 percent for foundations, installation, 
and drayage. This changed foundations to 129 from 123, installation to 147 
from 140, and drayage to 147 from 140. All machinery, 145 was adopted without 
change. 

Other station equipment.—Sumps, pits, and reservoirs changed from 123 to 
129 to agree with changes to concrete work in accounts 107, 157, 108, and 158. 

Oil tanks and accessories —Mr. Morgan Martin reported that investigation of 
the Gulf Refining Co.’s V. O. 26 returns revealed that incomplete description 
of cone roof tanks had distorted the Bureau’s recommended ratio. To correct 
it, it was agreed to raise recommended ratio for riveted or welded steel tanks 
including accessories and firewalls from 135 to 137. Reasons for this change 
are more fully covered in memorandum from Mr. Morgan to Mr. Hansbury 
of May 28, 1952. 

Communication systems; furniture; and vehicles and work equipment were 
adopted as recommended without change. 

At this point the meeting adjourned until 10 a. m., May 28. 

The conference resumed at 10 a. m., May 28, with reports from the subcom- 
mittees on line pipe fittings and pipeline construction. 

Line pipe fittings —Bureau’s recommendation accepted without change. 

Pipeline construction.—Agreement reached to raise Bureau’s recommended 
annual price ratio from 120 to 125. 

Pipe coatings.—Raised to 115 from 111. 

Construction damages.—Adopted 135 as annual price ratio instead of Bureau’s 
recommendation of 125, 


rPOnns 


i 


2 Attended May 28 meeting only. 
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Following general discussion, led by Mr. Hansbury, on the theory behind 
period indexes, agreement was reached on 1951 period indexes as recommended 
by the Bureau with the following exceptions : 








Account No. Item 1951 agreed 

| | period index 

re | 
103, 153..... | Freight tena ea oat 120 
105, 155__- Installing pipe. _.._. > 4 i | 105 
Construction damages pall tipstiet Sele te pg ihe imuuyhdeahis } 108 
Pipe and cable bridges - 112 
107, 157-_...- Boilers * . Sales 112 
Installation and drayage. - -.-- , fenanbads 3 112 
Concrete foundations 112 
108, 158... cp enid Miah hntedseinnens . 115 
110, 160__. Service and oil lines in place 110 
Fittings and manifolds. - hdduabiéansadelied Skee’ ire - 110 
en Re A ere ‘ * 110 
111, 161_-. Wood tanks, in place ‘ 110 
115, 165......._._.| Other work equipment bbddbab wd dab ddedt dead we ues 108 





The conference was adjourned at 11: 30 a. m. 
J. R. HUGGARD. 





BUREAU OF VALUATION 


ENGINEERING SECTION 

May 27, 1953. 
Subject: Pipeline guide prices for 1952, minutes of committee meeting. 
Memorandum to Mr. Shields: 

On May 26, conferences were held between representatives of the Engineering 
Section of the Bureau of Valuation and the working committee of the American 
Petroleum Institute, to consider guide prices for 1952 as recommended by the 
Bureau in the following memoranda ; 


Steel line pipe: May 11, 19538 

Line pipe fittings: May 12, 1953 

Cost of installing pipe: May 13, 1953 
Pipe coatings: May 12, 1953 
Construction damages: May 13, 1953 
Buildings and grounds: May 12, 1953 
Pumping equipment: May 12, 1953 

Oil tanks and accessories: May 11, 1953 
Communication systems: May 12, 1953 


Furniture, vehicles, and work equipment: May 11, 1953 


The carriers were represented by: 


J. L. Shoemaker, chairman, Service Pipe Line Co. 

C. Wilkes Keith, Service Pipe Line Co. 

Henry J. Amend, Sinclair Pipe Line Co. 

Herbert Glaettli, Sinclair Pipe Line Co, 

P. B. Phillips, Jr., Humble Pipe Line Co. 

Fred S. Wallace, Humble Pipe Line Co. 

J. R. Shipley, Sohio Pipe Line Co. 

E. T. Bate, Sohio Pipe Line Co. 

Cc. W. Plum, Sohio Pipe Line Co. 

J. J. Harris, Magnolia Pipe Line Co. 

I'red H. Pennington, Magnolia Pipe Line Co. 

B. R. Merriman, Buckeye Pipe Line Co. 

A. J. Helmbrecht, Buckeye Pipe Line Co. 

R. A. Kroenert, Great Lakes Pipe Line Co. 

George W. Conrad, Gulf Refining Co., pipe line department 
Morgan Martin, Gulf Refining Co., pipe line department 
Ww. T. Grummer, Gulf Refining Co., pipe line department 
R. W. Johnson, Salt Lake Pipe Line Co, 

W. E. Olsen, Utah Oil Refining Co. 

Lee E. Wescott, Portland Pipe Line Corp. 





CONSENT DECREE PROGRAM—DEPARTMENT OF JUSTICE 781 


W. F. Daniels, Atlantic Pipe Line Co. 

W. J. Westerlage, Atlantic Pipe Line Co. 
Henry G. Brown, Sun Pipe Line Co. 

Jos. B. Elam, Interstate Oil Pipe Line Co. 
J. MceGarrie, Interstate Oil Pipe Line Co. 
George 8. McDonald, Phillips Pipe Line Co, 
F. A. Bassett, Phillips Pipe Line Co. 

R. P. Shuck, Ohio Oil Co. 

K. M. Burns, Ohio Oil Co. 

Cc. F. Firmin, Ohio Oil Co. 

H. BE. Brown, Texas-Empire Pipe Line Co. 
Ralph R. Clagett, Pure Transportation Co. 
Fred Lee, Shell Pipe Line Corp. 

R. J. Northway, Shell Pipe Line Corp. 

S. R. Evans, Shell Pipe Line Corp. 

G. D. Beard, Texas Pipe Line Co. 

J. R. Sanders, Shamrock Oil and Gas Corp. 
C. R. Perkins, Mid Valley Pipeline Co. 


The Bureau was represented by R. W. Shields, L. H. Allen, H. A. Pratt, F. C. 
Calcote, E. F. Callahan, M. M. Hutchinson, and J. R. Huggard. 

The meeting began at 10 a. m. and the following subcommittees were formed 
to facilitate the work: 

Pipe and fittings: Messrs. Pratt, Helmbrecht, Lee, Clagett, Johnson, 
Martin, Glaettli, Perkins, Harris. 

Pipeline construction and coatings: Messrs. Pratt, Wallace, Bassett, 
Beard, Pennington, Amend, McDonald, Evans, Keith, Firmin. 

Pumping equipment: Messrs. Caleote, Elam, Phillips, Merriman, Shipley, 
McGarrie, Wescott. 

Buildings and grounds: Messrs. Callahan, Pennington, Northway, H. G. 
Brown. 

Oil tanks and accessories: Messrs. Allen, Grummer, Bate, Kroenert, Olsen, 
Shuck. 

After the departure of the subcommittees the remaining members turned to a 
discussion of construction damages, cost data reporting and possible changes in 
dates of future meetings. 

The morning session was adjourned at 11 a. m. 

The afternoon meeting began at 1:30 p. m. and adjourned at 2:40 p.m. Dur- 
ing this meeting the reports of the subcommittees were received and the follow- 
ing agreements were reached on 1952 annual guide price ratios: 

Steel line pipe-—The recommended ratio of 148 for freight was adopted and 
the ratio of 144 for steel line pipe was also adopted, with the understanding 
that it applied to pipe obtained from eastern mills in Milwaukee, Lorain, or Pitts- 
burgh, and that if pipe obtained from mills in Texas or California is used in our 
reproduction cost estimates, special consideration will have to be given to the 
prices of this pipe. The tabulation of reported costs in 1952 for such pipe is 
included in the Bureau cost data files for future reference. 

Line pipe fittings —The Bureau’s recommended ratio of 133 was adopted. 

Cost of installing pipe-—Following a discussion of a claim by the carrier repre- 
sentatives that the adopted ratios for the past few years have been too low due 
to the influence of low-cost construction in west Texas, it was finally agreed to 
raise the recommended ratio of 125 to 130, with the understanding that this ratio 
will be reviewed next year if necessary. 

Pipe coatings.—The recommended ratio of 115 was raised to 120 in line with 
the increase given to installation of pipe. 

Construction damages.—The recommended ratio of 135 was increased to 140. 

Buildings and grounds.—The recommended ratios were adopted for all items 
except for the following changes: 

Brick buildings, steel frame, from 165 to 170 
Metal-clad steel frame, from 150 to 155 
Frame cottages, from 135 to 140 

Frame warehouses, from 135 to 140 

It was also decided to eliminate the items of brick, steel frame and brick, wood 
frame, and to combine these two into a single item of brick buildings with a 
ratio of 170. 

Pumping equipment.—The following changes were made in the recommended 
ratios: 

Electric motors, 100 horsepower and over, from 145 to 155 
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Centrifugal pumps, large (driven by 100-horsepower motors or larger), from 
145 to 155 

All other machinery—no change—145 

Concrete foundations, from 123 to 145 

Installation and drayage, from 140 to 145 

Oil tanks and accessories.—The Bureau recommendation of 140 was raised to 
142 for all items. 

Communication systems.—The recommended ratios were adopted without 
change. 

Furniture, tools, vehicles, and work equipment.—The recommendations were 
adopted without change. However, the subcommittee on period prices later 
changed the ratio for furniture from 125 to 130 in order to avoid showing a drop 
from the 130 used in 1951, as a drop in this item appeared to be unjustified. 

After a discussion the committee agreed to a proposal by Mr. Shields to sub- 
stitute for the present method of computing allowances for State use taxes by 
accounts, a simpler method which produces substantially the same results, con- 
sisting of adding in accounts 116 or 166 one-half of the appropriate use tax percent 
for States in which it applies to the total of accounts 103-116, or 153 to 166, 
before computing the overhead allowances for engineering, general expenditures, 
and interest. 

Both carrier and Bureau representatives agreed to explore various methods 
of handling the subject of construction damages in an effort to arrive at a simpler 
teatment. 

A subcommittee consisting of Messrs. Allen, Pratt, Phillips, Harris, Lee, and 
Elam was appointed to work out 1952 period multipliers which were to be ac- 
cepted without a further meeting of the committee if found satisfactory to the 
various members of the committee. This subcommittee was also to assist in 
the preparation of the final report on 1952 indexes. 

Mr. Shoemaker requested that he be supplied with 200 copies of the report 
on 1952 guide price indexes and 30 copies of these minutes for the use of the 
pipeline carriers. 

J. R. HvuaGarp. 


BUREAU OF ACCOUNTS, CosT FINDING, AND VALUATION 


ENGINEERING SECTION 
APRIL 7, 1955. 
Subject: Pipe Line Guide Prices for 1954 
Minutes of Committee Meeting. 
Memorandum to Mr. R. W. Shields, supervising valuation engineer. 

On April 5 and 6 a series of conferences were held between representatives of 
the engineers-accountants valuation subcommittee, American Petroleum Insti- 
tute, and the Engineering Section, Bureau of Accounts, Cost Finding and Valua- 
tion to consider guide prices for 1954 as recommended by the Bureau in the fol- 
lowing memoranda, all dated March 10, 1955: 

Steel line pipe 

Line pipe fittings 

Cost of installing pipe 

Pipe coatings 

Buildings and grounds 

Pumping equipment 

Oil tanks and accessories 
Communication systems 

Furniture, vehicles, and work equipment. 

The carriers were represented by: 

Fayette B. Dow, pipeline steering committee, API 

John L. Shoemaker, chairman, engineer’s-accountants valuation subcommittee, 
Service Pipe Line Co. 

C. W. Keith, Service Pipe Line Co. 

Emil A. Wienecke, Service Pipe Line Co. 

W. F. Daniels. Atlantic Pine Line Co. 

John D. Marshall, Continental Pipe Line Co. 

James C, Phelps, Continental Pipe Line Co. 

R. A. Kronert, Great Lakes Pipe Line Co. 

W. T. Grummer, Gulf Refining Co. 

Morgan Martin, Gulf Refining Co. 
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George W. Conrad, Gulf Refining Co. 

¥. 8S. Howard, Humble Pipe Line Co. 

F. S. Wallace, Humble Pipe Line Co. 

J. McGarrie, Interstate Oil Pipe Line Co. 
J. B. Elam, Interstate Oil Pipe Line Co. 

E. C. Buettner, Interstate Oil Pipe Line Co. 
Fred H. Pennington, Magnolia Pipe Line Co. 
J. J. Harris, Magnolia Pipe Line Co. 

Cc. R. Perkins, Mid-Valley Pipeline Co. 

E. F. Males, Mid-Valley Pipeline Co. 

M. E. Parker, The Ohio Oil Co. 

R. P. Shuck, The Ohio Oil Co. 

D. C. Ritchey, The Ohio Oil Co. 

J. P. Harshfield, Phillips Pipe Line Co. 

BE. A. Hait, Phillips Petroleum Co. 

W. K. Borland, Plantation Pipe Line Co. 

T. G. Green, Jr., Plantation Pipe Line Co. 
Allen R. Heidebrecht, Platte Pipe Line Co. 
L. L. Faucett, Platte Pipe Line Co. 

E. P. Baker, Pure Transportation Co. 

W. F. Krick, Pure Transportation Co. 
David B. Barlow, Salt Lake Pipe Line Co. 
J. R. Sanders, Shamrock Oil & Gas Corp. 
R. J. Norway, Shell Pipe Line Corp. 

8. O. Crichfield, Shell Pipe Line Corp. 

H. J. Amend, Sinclair Pipe Line Co. 
Herbert Glaettli, Sinclair Pipe Line Co. 
W. E. McKee, Sohio Pipe Line Co. 

Ralph D. Jackson, Sohio Pipe Line Co. 

R. A. McLaughlin, Standard Oil Co. (N. J.). 
Charles W. Plum, Standard Oil Co. (Ohio). 
G. D. Beard, The Texas Pipe Line Co. 

W. L. Olsen, Utah Oil Refining Co. 

The bureau was represented by Messrs. R. W. Shields, L. H. Allen, H. A. Pratt, 
E. F. Callahan, M. L. Brownell, M. M. Hutchinson and J. R. Huggard. 

The meeting on April 5th began at 9:30 a. m., with a few remarks by Mr. 
Dow on the good spirit and cooperation evident between the representatives 
of the carriers and the bureau. 

The following subcommittees were appointed to consider the bureau’s rec- 
ommendations : 


Pipe: Messrs. Kroenert, Shuck, Conrad, Harshfield, Olsen, Borland, 
Glaettli and Pratt 

Fittings: Messrs. Daniels, Jackson, Ritchey, Marshall and Hutchinson 

Pipeline construction: Messrs. Grummer, Martin, Elam, Keith Crich- 
field, Beard and Pratt 

Coatings: Same committee as pipeline construction 

Buildings and grounds: Messrs. Amend, Wienecke, Howard and Callahan 

Pumping equipment: Messrs. Phelps, Harris, Hait and Huggard 

Oil tanks and accessories: Messrs. Pennington, Baker, Wallace, Males 
and Hutchinson 


The morning meeting adjourned at 10: 20 a. m., and the subcommittees began 
their work. At 2 p. m. meeting was resumed to receive reports. 

The recommended ratio of 160 was accepted for steel line pipe. 

The index for line pipe fittings raised to 135. This subcommitte also recom- 
mended to investigate the possibility of securing comparative prices or trend 
of representative items from manufacturers to supplement the present report- 
ing on fittings. Continued effort should be made to establish uniformity in 
the present manner of reporting. 

The pipeline construction committee reported it was unable to reach an 
agreement in time for the afternoon session and after some discussion the matter 
was referred to the subcommittee for further study. 

The buildings and grounds subcommittee agreed to accept without charge the 
bureau’s recommendations. 

On pumping equipment it was agreed to raise large electric motors and large 
centrifugal pumps to 160 instead of 150 as recommended. A large electric motor 
was defined as one of 100 horsepower or larger, and a large centrifugal pump 
is one coupled to a motor that is 100 horsepower or larger. 
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Recommended rations for oil tanks and accessories, communication systems, 
and furniture, vehicles and work equipment were adopted without charge. 

In a discussion of period prices Mr. S. O. Crichfield presented a series of 
graphs showing various pipeline account trends as well as other data. A 
subcommittee consisting of Messrs. Veith, Hait, Grummer, Borland, Elam, Crich- 
field, Beard, Pennington, Shields, Allen and Pratt was named to study the 
period prices and make recommendations to the full committee. 

Meeting adjourned at 3 p. m. 

At 9:30 a. m. April 6th, meeting opened to consider unfinished business from 
the previous day. 

The pipeline construction and coatings subcommittee reported agreement at 
125 for pipeline construction, 110 for coatings. The Bureau’s recommendation 
for pipeline construction originally was 115. Carriers‘ representatives claimed 
cost data for the Araphoe and Service jobs were incomplete and therefore 
pulled down the ratio for these jobs. Elimination of these two jobs raised the 
composite for all data to 119. It was agreed, however, to make the ratio 125. 

Other recommendations by this subcOmmittee were as follows: (1) Show 
dates of beginning and end of construction in Accounts 105-155 in reporting 
cost data; (2) describe coating fully, primer, enamel, wrapper, etc. Do not 
identify coatings as “Parolite C’” or some other designation without full de- 
scriptions; (3) more care is necessary in preparing cost data to show the 
breakdown of the different items of construction so that it will harmonize 
with the cost reported on B. V. Form 588R. 

The subcommittee on period prices agreed to make 1954 period prices 85 
percent of the annual prices. 

The meeting adjourned at 10 a. m, 

J. R. HuaGarp. 


BUREAU oF Accounts, Cost FINDING, AND VALUATION 
ENGINEERING SECTION 


Aprit 15, 1954. 
Subject : Pipeline guide prices for 1953, minutes of committee meeting. 
Memorandum to Mr. Shields, head valuation engineer. 

On April 14, 1954, conferences were held between representatives of the Engi- 
neering Section of the Bureau of Accounts, Cost Finding and Valuation and the 
engineers-accountants valuation subcommittee, American Petroleum Institute, 
to consider guide prices for 1953 as recommended by the Bureau in the follow- 
ing memorandums, all dated March 19, 1954: 

Steel line pipe 

Line-pipe fittings 

Cost of installing pipe 

Pipe coatings 

Buildings and grounds 

Pumping equipment 

Oil tanks and accessories 

Communication systems 

Furniture, vehicles, and work equipment 
The carriers were represented by: 


J. L. Shoemaker, chairman, Service Pipe Line Co. 
C. W. Keith, Service Pipe Line Co. 

Fred H. Pennington, Magnolia Pipe Line Co. 
J. J. Harris, Magnolia Pipe Line Co. 

W. F. Daniels, Atlantic Pipe Line Co. 

C. R. Perkins, Mid-Valley Pipeline Co. 

W. T. Grummer, Gulf Refining Co. 

Morgan Martin, Gulf Refining Co. 

George W. Conrad, Gulf Refining Co. 

J. McGarrie, Interstate Oil Pipe Line Co. 
Jos. B. Elam, Interstate Oil Pipe Line Co. 
G. D. Beard, The Texas Pipe Line Co. 

Fred Lee, Shell Pipe Line Corp. 

S. O. Crichfield, Shell Pipe Line Co. 

R. J. Northway, Shell Pipe Line Corp. 

Ralph R. Clagett, Pure Transportation Co. 
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BE. P. Baker, Pure Transportation Co. 
Charles F. Firmin, The Ohio Oil Co. 

R. P. Shuck, The Ohio Oil Co. 

E. J. Wacker, Jr., Socony-Vacuum 

N. B. Stevenson, Salt Lake Pipe Line Co. 

R. W. Johnson, Salt Lake Pipe Line Co. 

E. D. Dickson, Standard Oil Co. (New Jersey) 
Ww. T. Collins, Standard Oil Co. (New Jersey) 
John D. Marshall, Continental Pipe Line Co. 
P. D. Phillips, Humble Pipe Line Co. 

R. A. Kroenert, Great Lakes Pipe Line Co. 
Charles W. Plum, Sohio Pipeline Co. 

E. T. Bate, Sohio Pipeline Co. 

BE. A. Hait, Phillips Petroleum Co. 

J. P. Harshfield, Phillips Pipe Line Co 

H. J. Amend, Sinclair Pipe Line Co. 

Herbert Glaettli, Sinclair Pipe Line Co. 

J.T. Noel, Platte Pipe Line Co. 

W. L. Olsen, Utah Oil Refining Co. 


The Bureau was represented by Messrs. R. W. Shields, L. H. Allen, H. A. 
Pratt, EH F. Callahan, M. M. Hutchinson, and J. R. Huggard. 

The morning meeting began at 9 a. m., and the following subcommittees were 
formed to facilitate the work : 

Pipe : Lee, Conrad, Harris, and Hutchinson. 

Pipeline construction: Beard, Bate, Elam, Hait, Lee, Martin, Firmin, 
Wacker, and Pratt. 

Coatings: Hirshfield, Daniels, Glaettli, McGarrie, and Pratt. 

Damages: Clagett, Grummer, Kroenert, Shuck, Crichfield, and Pratt. 

Buildings and grounds: Amend, Conrad, Crichfield, and Callahan. 

Pumping equipment: Phillips, Elam, Glaettli, and Huggard. 

Oil tanks and accessories : Kroenert, Stevenson, Pennington, and Allen. 

The morning meeting adjourned at 8:25 a. m., for the subcommittees to begin 
their work. 

The afternoon session, which began at 1:30 p. m., heard the reports of the 
various subcommittees and agreed to the following ratios for 1953: 

Steel line pipe: 153 for pipe and 150 for freight as recommended by the 
Bureau. 

Line-pipe fittings : 135 as recommended. 

Cost of installing pipe: The subcommittee assigned to this account made 
extensive revisions to the collected data, and after considerable discussion a 
ratio of 140 was agreed to instead of the recommendation of 125 

Pipe coatings: Bureau recommendation of 120 was accepted by the carriers. 

Buildings and grounds: Subcommittees for this account made the following 
changes to the Bureau’s recommendation : 

Reinforced-concrete foundations, pits, etc., from 150 to 160 
Walks, roads, bridges, from 140 to 150 

Grading, landscaping, from 145 to 155 

Composite, from 155 to 158 

Pumping equipment : Recommended guide-price ratios accepted without change. 

Oil tanks and accessories: Agreed ratio of 148 instead of recommended 145. 

Communication systems : Agreed to Bureau’s recommendation. 

Furniture, vehicles, and work equipment : Adopted without change. 

Following agreement on guide-price ratios for 1953 the meeting turned to a 
discussion of a new method of handling construction damages, similar to the way 
in which fittings are now handled. 

A subcommittee consisting of Beard, Clagett, and Allen was appointed to draft 
a letter to be sent to Mr. Shoemaker for distribution to the carriers, which 
would cover the significant points to be considered in the 1953 consolidation of 
elements. 

Before adjourning at 2:40 p. m., a subcommittee of Crichfield, Martin, Firmin, 
Wacker, Lee, Shields, Allen, and Pratt was formed to consider the relationship 
of period and spot prices. 

After reconvening at 4:15 p. m., it was agreed to keep the present differential 
between period and spot prices with the understanding that the matter would 
be taken up again next year. 
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Crichfield, Glaettli, Harris, and Pratt were appointed to a subcommittee to 
work out the 1953 period multipliers, and the final report on the 1953 indices 
incorporating the changes as agreed. 

Final meeting adjourned at 4:35 p. m. 

L. H ALLEN. 


H. A. Pratt. 





BUREAU OF ACCOUNTS, Cost FINDING, AND VALUATION 


ENGINEERING SECTION 
APRIL 15, 1954. 


PREPARING REPRODUCTION COST ESTIMATES SUBSEQUENT TO 1952 


It is planned to use consolidated element sheets for years subsequent to 1952. 
Each carrier will be furnished a copy of the proposed revised elements and 
service lives for their approval. It is suggested that carriers who wish to assist 
in preparing the consolidated elements as of December 31, 1952 prepare the 
information in a tabular form (sample form will be furnished on request) for a 
typical valuation section and send it to Washington for comment, after which 
they can prepare the data for the remaining valuation sections at the home office, 
and the completed work may be sent to Washington with the priced copies of 
B. V. Form 588R for 1953. 

Pricing on B. V. Forms 588R for 1953 and subsequent years to follow the 
usual practice except that, significant retirements may be depreciated on B. V. 
Form 588R as of 1953 in order to indicate the average condition percent of 1953 
retirements for each element. In order to do this the original date of installa- 
tion should be shown on B. V. Form 588R for all items retired. 

It is desired that the following information be shown on the B. V. Form 588R 
summary sheet for each valuation section : 

A general description of lines added and retired, especially for trunklines, 
showing location and miles of lines and loops added or retired, and a mileage 
summary as of the beginning and ending of the year. 


Accounts 105 and 155—Overheads 

If any overhead costs such as engineering, interest or general expenditures 
are included in the account total, they should be shown separately for all major 
additions. 


Accounts 105 and 155—Construction damages 


It is proposed to modify the treatment of this item as follows—for each trunk 
or gathering section adopt the total cost of reproduction new for damages, 
shown on B. V. Form 590 for 1947, divide this cost by the total footage of dis- 
charge lines to get an average cost per pipe foot. For the year 1948, and sub- 
sequent years retire damages from B. V. Form 590 items at this per foot price, 
and add the current cost of damages for new work. For retirements of damages 
from V. O. 3 installations retire actual cost. This will result in a revised total 
for damages as of December 31, 1952. An optional method which may be used, is 
to retire damages each year on a per foot cost obtained by dividing the total 
cost of damages by the total footage of discharge lines as of the close of the 
preceding year. 

The total money for damages is to be included each year with a multiplier of 
100, except that in the future, if there appears to be a definite upward trend in 
the cost of damages, a study may be made to determine what consideration should 
be given to that fact. Carriers may ask for a reconsideration of damage costs 
as of December 31, 1947 if their claim is adequately supported. Where actual 
costs of damages on new work added in the years 1948 to 1952 has not been shown 
on B. V. Form 588R, carriers should file these costs on supplemental B. V. Form 
588R. 
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Valuation Order 26—Cost data forms 


The following additional information is desirable: 

B. V. Form 629.—Fittings—description of valves purchased should report spe- 
cialties such as gear or motor operated, special trim, manufacturers number and 
weight per unit, as far as possible. 

B. V. Form 630.—Pipeline construction. Carriers should continue to report 
cost per foot of construction damages. The approximate dates of starting and 
completing construction should be shown for each important job. 


PIPELINE CARRIERS 
Annual guide prices and indices for 1956—Construction indices, 1947-56 


Agreed to in conferences April 9, 1957, by representatives of the Engineering 
Section, Bureau of Accounts, Cost Finding and Valuation, and the engineers- 
accountants valuation committee, American Petroleum Institute. 

The guide prices and construction indices which are included in this volume 
have not been examined nor passed upon by the Interstate Commerce Commission. 


EXPLANATION OF CONSTRUCTION INDICES SHOWN ON PAGE 4 


The construction indices show as an average for all pipeline carriers, the ratios 
of the annual and period costs of construction for each account and for the total 
of all physical property, including overhead allowances, to the cost of reproduc- 
tion new of such property, at 1947 period prices, expressed as 100. 

The index for each account was computed by applying to the percentages of 
the various elements or items of construction in the account the adopted annual 
or period guide price ratios for those elements. 

The percent of elements in each account and the percent of each account to 
the total of all property for the year 1956 are based on the aggregate costs of 
reproduction as of December 31, 1953, at 1947 period prices for all major carriers. 
Hence these indices are not necessarily applicable for estimating reproduction 
costs of an individual carrier, but are of value in indicating trends. 

If it is desired to convert annual costs to the 1947 period price level, this may 
be approximated by dividing the annual cost by the appropriate annual index. 

Reproduction cost estimates at 1947 period prices may be adjusted to the 
period price level for a later year by multiplying them by the appropriate period- 
price indices. 

WASHINGTON, D. C., April 12, 1957. 
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CONSENT DECREE PROGRAM-——DEPARTMENT OF JUSTICE 


CARRIERS BY PIPELINE 


Annual guide prices for 1944 agreed to in conferences, November 19-20, 1945, 
by representatives of the Engineering Section, Bureau of Valuation, and the 
working committee, American Petroleum Institute 


The guide prices which are included in this volume have not been examined 
nor passed upon by the Interstate Commerce Commission. 
TABLE OF CONTENTS 
Exhibit A. Line pipe 
Exhibit B. Pipeline construction 
Exhibit C. Oil tanks and accessories 
Exhibit D. Communication systems 
Exhibit E. Equipment 
Exhibit F. Pipe fittings 
Exhibit G. Buildings 
WaAsHINGTON, D. C., November 21, 1945. 


Exurisit A.—Line pipe—Annual guide prices, per lineal foot, f. 0. b. mill, for 1944 


| 


Plain-end pipe, f. o. b. 








Screw-end pipe, f. 0. b. 


Nominal diameter | Weight Pittsburgh or Lorain Mil- | Weight | Pittsburgh or Lorain 
i Sm i a ee. waukee, per < 
| linear | | A. 0. linear 
foot. | Lapweld | Seamless| Fusion Smith foot Lapweld | Seamless 
| weld 
salle jcthaia ll healt Rilohashita anise io ; ; ; 
| 
2 inches. - - | 3.65 | $0.155 | $0.16 $0. 16 3.75 $0. 17 $0. 175 
3 inches - _. | 4.50 18 | 18 18 
| 7. 575 285 | 295 29 7.70 31 . 32 
4 inches_-_- | 6.248 | 21 215 .21 
| 6. 60 . 215 22 7 ae 
7. 634 .25 | 255 . 25 
8. 635 | 28 | . 29 . 285 
10.79 | . 345 . 355 35 11.0 405 415 
I sctiiea sos hella ; 9.40 | . 30 . 31 . 305 
| 14.017 . 45 . 465 .455 
6 inches - -- 9. 96 a2 | .33 325 
| 12.39 .40 | 41 . 405 
13. 92 . 44 . 45 . 445 
14. 966 | 47 - 485 48 
7.02 | . 535 | . 555 545 
17. 609 | 545 . 57 555 _ 
18. 974 | 59 | . 605 60 19. 45 695 71 
7 inches ‘ — 23.54 | .74 . 765 | 755 
oo Sere 14.9 | 485 | . 505 | 49 
| 18.26 | 585 . 605 595 
19.74 | 63 | . 65 64 
22. 361 | 715 | 74 | 725 4 
23. 574 | 74 73 | 755 
24. 696 | . 765 | 79 | 78 $0. 815 | 
25.06 | . 775 | .80 79 . 825 
28. 554 . 885 | 915 9 . 94 29. 35 1.01 1.04 
43. 388 1. 345 1. 39 1. 365 
eee 21.15 | 685 7 7 
26.72 | . 87 895 | 88 
28. 03 895 | 925 | 91 953 
1... 1.00 | 1.03 | 1,015 1. 06 
| 34.24 1.08 1.115} 1.095 1. 145 | 
| 38.2 1, 185 122 | 1.205 
38. 661 1,2 1, 235 | 1, 22 1. 235 | 
| 40. 483 1, 255 | 1, 295 1, 275 1. 335 41.85 1.455 1, 495 
| 54. 735 1.695} 1,75 1,725 
12 inches | 83.37 | 1.07 | Le 1. OSE 1.135 
39.89 | 1. 275 | 1,315 1. 295 
| 40.27 | 1, 29 | 1.33 },31 1. 37 ; 
| 41.51 1.33 | 1, 37 1, 35 a ' 
43. 773 Ls i 1¢4 1.40 1. 465 
| 45. 547 1.41 | 1.46 | 1, 435 1. 505 
49. 562 1. 535 | 1, 585 | 1, 56 1. 635 | 51.15 1. 785 1, 835 
65,42 | 2. 03 2. 095 2. 06 ‘ 
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Exursit B.—Pipeline construction—Annual guide prices for 1944—Price per 
lineal foot for installing pipe 








Nominal diameter Screw Welded Nominal diameter Screw Welded 
pipe pipe pipe pipe 
2 inches. - . - Facet $0. 825 5 att aA MO a ls So ia ra | ee s. .s ee 
3 inches. - - - 2 165 |. su 8 inches_-_.._- PORE: . 577. $0. 66 
4 inches- -..- satancminaaite . 2475 $0. 33 10 inches... -.- a ed - 7425 . 825 
5 inches. ekacGadl . 33 4196 i 19 inches. ................ . 9075 .99 
ND a acsttndeecenae 4125 - 495 Be NIE oo cieccitnccccsiedies eel 1. 155 


Cost per ton-mile of haul for adjusting schedule of prices for haul conditions.— 
$0.555. 
¥ 


Cost of clearing and grubbing, per acre 





i : es 
Kind Light | Medium | Heavy 

Mesquite clearing on ‘ : - ‘ icivintatl $41. 25 $57. 75 $82. 50 

Ordinary clearing--.-.---.-- weietivs i adit each 82. 50 99. 00 123. 75 





Construction damages.—Same as those shown in the guide price best for the 
year 1942. 

Somastic coating.—Price per linear foot of pipe coated, including allowance 
for field joints, minimum of 75,000 feet 


Size: Price per foot | Sizge—Con. Price per foot 
OO RU a incasink ca abn _. $0. 108 er Ni cate ceed $0. 
ae .1710 I I ic wististinaebeeee ears . 489 
A I i neat aparece . 2235 PO FUE escsvtinantncereens: . 5445 
By UM dre eos eenind Dance eines .o20 26- inetiee. 2 a . 60 
S Se wo eeke ts e-- = . 381 


ExuIBit B.—Price of complete coating, per lineal foot, for 1944 














Primer, 2 coats enamel, 1 felt wrapper, 
heavy kraft paper | Primer, 
satin silheteelir dienli hit SEI eas albicans | 1 coat 
ee No-Ox-Id, 
Siz Type of wrapper | Ennjay, | 1 wrapper 
| Biturine or | Texaco, | and heavy 
Bitumastic Barrett | Socony, No | kraft 
| Rust, or paper 
| Parolite | 
er ed . (ee) all ‘coll Veo tino see ae 
RUN. coco ann co) RS oon doce. $0. 125 | $0.12 | $0. 12 $0. 09 
Fn ake 7 14 . 125 | RP Bin ecita ie 
| Rag ; siiates 12 -ll 11 a 
OS ae | Ashestos. aoeel . 145 .14 125 | . 108 
| Pabco = Foal 15 | . 145 ia od bee 
| Rag 5 es 14 | 25 | Bs basescoatec tees 
4 inches a RE. 6 ites nes 18 | 175 16 . 125 
IN ac tae .19 18 ER Visccewommuiinncein 
Cece 17 | 155 | OE Rae. 
SURI. iss icisned ss mabaaol a | Asbestos. _... | 215 . 20 19 | 145 
| Pabeo cal a1 . 206 | 2) =i 
| Rag.- ee te | 20 18 | gat 
a me Ashe lie ine wiesaeie | 25 - 235 | 215 | 16 
| eee | | 24 n\ kupetaacewhien 
Rag... an 205 185 
8 inches ‘ UIE bh ccienecscuinetamaaand 29 | 27 | 215 
Pens sttiunomuuidcneal 205 | EE ics causiacrainalinel 
1 a | aS ° 20 235 - oe aoue 
10 inches ...--.| Asbestos... aimee . 36 34 | . 305 | . 265 
PNR I ore . 375 | . 355 | 33 — 
Rag eae . 325 | 3 Os. 
12 inches ; een ee estos . 42 . 385 .36 305 
Pabco en : . 445 395 sa Raksaesencak 
| Rag.- ade 375 . 335 . 305 
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ExHIsBit C.—Oil tanks and accessories—Annual guide prices for 1944 
1 J +4 


STEEL TANKS WITH RIVETED AND WELDED SIDES AND BOTTOMS 


rice per pound, in place, for varying sizes in barrels 


Type of roof 


Under 3,001 to | 11,000 to | 35,000 to | 55,000 to 80,000 

3,000 10,999 34,999 54,999 79,999 | and over 
Riveted or welded roofs $0. 096 $0. O8 $0. O75 £0. 069 $0. 064 $0. 061 
Add for breather roofs . 008 008 O08 0075 (62 1046 
With floating roofs . 128 104 091 082 | 074 067 
Wood roof—shell and bottom only. . 096 0s . 075 . 069 . 064 061 


Wood roof supports and decking, lumber 
per thousand feet board measure__ $115. 00 
Covering: 


Sheet iron, 22-gage, galvanized__________- . per square foot- a0 
ne ce i ae a | . 09 
PORNS DERI VEROLNTOOL TOOK go. os oi ce ennceweccmnin ne a 2 


Above prices include painting, steel stairs, 2 manholes, 1 screened vent, 1 water 
drawoff, 1 suction connection, 1 discharge connection, and 1 gage hatch, and for 
patented roofs all items ordinarily furnished by the manufacturer. 

TANK ACCESSORIES 


The 1944 prices for conservation equipment, hatches, swing lines, etc., are the 
same as those shown in the guide price book for 1942 on pages 2 to 5, inclusive. 


GRADING AND CLEARING 


GrOGIe, COMMON: CROR VAIO Basi css bo cd oo nnn per cubie yard__ $0. 70 
CUO GI Pk oka eam annttineta Silden Meee ad nnnn __per acre__ 82. 50 


STEEL BOLTED TANKS 


The 1944 prices for all sizes are 7 percent higher than the figures shown for the 
year 1942 on page 7A of the guide price book. 


WOOD TANKS, REGULAR 


The 1944 prices for all sizes are 8 percent higher than the figures shown for the 
year 1942 on page 8A of the guide price book. 


| 
t 
' 
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ExHIBIT D.—Communication systems—Annual guide prices for 1944 
POLES, TOP DIMENSION 


Price in place, each, with earth setting, for the States shown in the heading. 
i Prices for other States may be obtained by applying the same differential in 
dollars between the State groups as that shown in the guide price book for the 

year 1939. 








Creosoted Eastern cedar—Ohio, 
pine Western cedar Michigan, Indiana, 
Top Arkansas Montana Iowa, Illinois, and 
Length, feet diameter, und Minnesota 
inches Louisiana ee: CO 
§-pound 
retention Untreated Butt Untreated Butt 
butt treated butt treated 
20 4 $8. 64 
5 9. 68 $8. 43 $9. 58 $8. 7 $9. 88 
6 10. 99 9. 16 10. 55 10. 3$ 11. 78 
7 12. 49 10. 62 12. 33 11.1 12. 84 
25 { FE 20 lnc nani donee nee ee oe ee i 
5 12. 63 11. 2: 11. 86 13. 33 
6 14. 28 12. 02 12. 85 14. 56 
7 16.17 13. 31 14. 20 16. 22 
S 18. 43 i tented snd Reastteatioal 
30... 5 15. 94 15. 22 
6 18. 16 15. 52 17. 59 17.05 19.12 
7 20. 52 16. 52 18. 87 18. 70 21.05 
8 23 18. 82 21. 69 21. 08 23. 95 
35. 5 19. 61 : 18.98 |... 
6 22. 29 19. 50 21. 96 21. 25 
7 25. 14 21. 99 25. 03 24. 88 
s 28. 44 23. 21 26. 54 28. 34 
40... ; > 6 es See, Cee Sie eS ee ‘ 
7 30. 25 ‘ J 
8 34. O1 ‘ 
9 OST focus ccsecsslosccewedecmen ees 
45 6 32. 84 a 
7 36. 94 
s 41. 38 - \ 
) 46. 63 rm / 
50... 7 45. 30 Zs a ai pnts wm wideband Oates tie: | 
s 5). 38 Jetuitaatat nis ian Nae hahenidcaaniaes anata areata 
9 Gs G6 Vow cmwenccacd eer cobewenciokesettacdetetessta wee 
Exuisit D.—Annual guide prices for 1954 


AERIAL WIRE 


Total price per mile, in place, for the States of Michigan, Ohio, Illinois, In- 
diana, Pennsylvania, New York, and New Jersey. Prices for other States are 
obtained by applying the same differential in dollars between State groups as 
that shown in the guide price book for the year 1939. 


Copper wire, gage Copper weld, | 
- a “ole _| 40 percent Iron wire, 
Gage No. conditioned, B. W. G. 
B. and §, B. W. G. N. B.S. B. and 8. gage 
gage 
4 $142. 00 
5 ; 118. 00 
6 $103. 50 $148. 50 98. 50 $53. 00 
7 85.50 81. 50 
j 8 72. 00 105. 00 $101. 50 69. 50 42. 00 
9 62. 00 89. 00 8&5. 00 59. AO 38. 00 
10 54. 00 77. 00 72. 00 52. 00 36. 00 
ll | 48. 00 66. FO 63. 00 46. 00 33. 00 
12 42. 50 FR. AO 55. FO 41. 50 31. 50 
13 38. 50 | 50. 00 49. 00 34. 50 29. 50 
14 35, 00 43. 50 42. 00 ; 28. 00 


[ 
Se nS OSTE 
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MISCELLANEOUS ITEMS 


The 1944 prices for these items are the same as those shown in the Guide Price 
Book for the year 1942, except as follows: 


Extra for rock and swamp pole settings-__._____.__-_-_-__-__-__-__-__ each... $7.15 
I nn cu paperioneasisinenininiinesid per thousand. 91.00 
I gl Rerasadion nimonaote puma ineiniataeesmeacaition do__... 82.00 
TI i i be iar ccianion aabomncaiinslllia do... 61.00 
Transposition - brackets, single -pin............................. each... 1.80 
PrN CRI, SOUUN NO sae ecncenee denen nds ms meneweinnnsien: Osan ee 
Spacing bolts and labor for double arms____-_-_------_------_-~- do..__ 2.40 
Crossarms, in place, including hardware: 
gt Sa hah Sb encaerccin ccna abeaiaeeaieae aes otal che sev niroaiaiediininn na. aa 
ick Saotnl led acecbtaoreninsae sive RON psec epnibeccasanipplabaciarcbaatiened 3... IA 
Cee eto ilioaeam wind ciiianeiaistneainmin ard a 
Nee caceiressnreegaemiorepeninun coamananeanil dao... Bee 
Tree trimming or clearing: 
cael ecionesaibdipcubpiaidaan -_per mile__ 138. 75 
I li ich Lentini cttbininicnisenennntte getilaesealeia idea chickens tnetteieapihiesighesescie do..... 92. 50 
a carat lla el acess a lel aces asedem tare enor emer madi do... 46. 25 
Clearing independent right of way: 
Si i lal ai aap cnt dd eitblnieise do__.. 138. 75 
CT sat cL adel hc Mrs aint el hac tesclg things ibeiaibuphpaitnea NG. 1.68 
I i oe tate edie too gle liapieed inci aichasians llssias ileal do.... 92.50 





Exuisit E.—Lquipment—Annual guide prices for 1944 


Agreed guide prices for the year 1944 for items in exhibit E are the same as 
those shown in the Guide Price Book for the year 1942, except as shown below. 


BOILERS 
Installation, $33 per ton. 


SQUIRREL CAGE INDUCTION MOTORS 


Three-phase, sixty-cycle, two hundred- to five hundred-horsepower, inclu- 
sive. Price per horsepower, f. o. b. factory, motor only: 


Horsepower 





Revolutions per minute Volts Sa ce ie eee ee 
| 200 | 250 300 350 400 | 500 
sn pcre to ene nen eae a 2 canna haem y encusiila 
NE ate ie 2,200} $5.00] $5.00 $4.75 $4.60] $4.40] $4.10 
Scie. meeeseoemandivain eae a 2, 200 | 7.20 | 7.20 | 7.00 6. 70 
| | | 


6. 50 | 6. 10 
| 


INSTALLING MACHINERY 


Diesel engines, plunger pumps, and triple expansion pumping engines 





bedi ncn try enbadbrepesstnonamiircmseny pseu meme re ce neue eee chins cece ts, Ss 
Pe WUNO iat. Bot hn einnk i cl vacates ceil inca tp tion sii G0sa.<. OS OO 
Field pums, walking beam, jerker, and rodline______________- _per Ib_- . 033 
MULTISTAGE CENTRIFUGAL PUMPS 
Price new, f. o. b. factory, including base and flexible coupling: 
Make Discharge} Suction | Stages Type Each Pound 
Inches | Inches | | 
Worthington 3 4 | 3 | UG-1-_-- | $1,900] $0. 543 
Do 4 | 6 | 3) OL 2, 215 . 443 
Byron Jackson 6 | 8 | 3 | 2,900] .485 
Do 4 | 6 | 4| OLMX. 2,160 | . 432 
Goulds 6 s 4 | 3360 | 1,710 | ol? 
All makes, 1,800 r. p. m | . 435 


arene 


aerate: 


er egret 


NEAL ST EOP OR EI EE ENOL 








aa as ae Oe ee’ 


— =— ws = —_ = 


—— 


10 
10 


t 
{ 


RD MOMENT 


ORR OORT 


Sp RARE ENE PEON IE IMS 


samara 





CONSENT DECREE PROGRAM—DEPARTMENT OF JUSTICE 797 


HORIZONTAL PLUNGER PUMPS, INCLUDING STEAM-DRIVEN UNITS 


Price per pound, f. o. b, factory: 


























| Stroke 
Kind a sini iiciiaiiiacaciammlattti 
1 | | 
| 12ineh | 18-inch | 20-inch 24-inch | 36-inch 
icemedlbeaad nin a 
is icisdoniecinnianubinens atachanieabel Silanes $0. 35 $0.26} $0.26} $0.25 |.-..._____ 
MANS ine tae cnacceasacte ka hanxeaeeueens oa caso cenrt en rt . 25 $0. 25 
PORTABLE PUMPING UNITS 
Unit and description Price new per unit, 
Weight in f. o. b. Tulsa, Okla. 
“ ™ ae a a late pounds 
Motor | Pump 1934 period | 1944 annual 
Mite Wise) 6-inch stroke. .___- | 3,000 $1, 025 $1, 400 
SL) ae ..--| 10-inch stroke. .......... ail 6, 700 2, 000 2, 500 
OR x bic naciliay hie dieaieinaadulacbal wall 13, 000 3, 300 4, 300 
Cat. D13000_- Siidahanenenentinamadceal ollie a dasedisiciial laiiiacdiea ita | 16, 000 4, 800 6, 000 
PIPER? MC bekeducnesecsus 13-inch stroke. .............. | 27, 000 9, 600 11, 000 


Nore.—For more detailed description of unit, see p. 26 of 1942 Guide Price Book. 
OxHIBIT F.—Pipe fittings—Annual guide prices for 1939-44 


Average annual cost of fittings, f. o. b. point of installation, expressed as a 
ratio of the 1934 period price: 


Annual price ratio 

















—— 

eae 

Kind | 1934 | ences 
period | 

| | 1939 | 1940 | 1941 | 1942 | 1943 | 1944 
Cast steel, forged steel, and welding fittings 100 140 140 150 155 155 155 
Cast iron, malleable, and semisteel fittings. _- 100 | 130 | 130 130 135 135 135 
Composite average for all carriers__...--.-...- 100 | 135 135 140 145 145 | 145 

a _ - ! - —_ 





The above ratios represent the composite average ratios applicable to the 
inventories of pipefittings in accounts 104, 154, 110, 160, 112, and 162, and are 
based on the price levels and approximate percentages of the different kinds of 
fittings, such as valves, T’s, L’s, flanges, etc., which are found in such inven- 
tories. 

For example, the ratios shown for cast steel fittings are generally applicable to 
welded lines on which irvun fittings are not commonly used, and the ratios shown 
for cast iron fittings are generally applicable to low pressure lines in which 
screw end fittings predominate. 


98505—57—pt. 1, vol. 1 
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Exursit G.—Buildings and grounds—Annual guide prices for 1943-44 


Average annual cost of constructing buildings and grounds expressed as a 
ratio, with the basic 1934 period prices equal to 100: 


Average annual cost ratio 





| 
Item or type er 25h ad ae 
period | | | 
1940) 1941 1942 1943 | 1944 
cS T 
Buildings: | | | 
Brick, steel frame--------- | 100] 139 152} 166] 175 | 180 
Brick, wood frame 100 | 140 156 170 | 181 185 
Corrugated asbestos, steel frame 100 138 150 | 164 174 | 179 
Metal clad, steel frame__.- sie 5 a ni 134 148 | 160 169 | 173 
Metal clad, wood frame... ; | 100 | 144 | 161 | 174 185 191 
Frame cottages. --- 100 145 | 161 | 170 181 | 189 
Frame warehouse, etc..-.---...---.-- ‘ | 100 144 | 161 | 174 185 | 194 
Reinforced concrete -_-- 100 | 137 | 150 | 162 172 | 176 
Grounds: | | | 
Walks, roads, bridges -- aa 100 128 | 131 172 182 191 
Grading, landscaping 100 | 120 136 162 172 | 172 
Water, steam, gas lines.....- imate 100 | 120 138 150 160 165 
Sewer and drain lines ks cabana! “sl 100 25 | 131 162 172 176 
Fences and miscellaneous 100 126 | 138 162 172 182 
Composite: All carriers 100 139 152 | 167 178 183 


The above ratios for buildings are for complete typical buildings, including 
foundations, porches, plumbing, heating, and lighting. The ratios for station 
grounds are weighted average ratios for property of each type. 

The composite ratio for all carriers represents an average ratio based on the 
relative percentage of the various items shown above which comprise the 
inventories of accounts 106, 156, and 176. 

Studies of the costs of construction of buildings and grounds from 1935 to 
1943, when compared with the reproduction costs of such property, computed by 
appropriate 1934 period prices as used by the Bureau, indicate that, as an 
average for all carriers, the above ratios will produce the correct annual spot 
cost. 

Due to deficiencies in the 1984 period prices for buildings, the average annual 
cost ratios shown above are 20 percent higher than the normal trends of 
building prices. 

PIPELINE CONSTRUCTION INDEXES 


Compiled by Engineering Section, Bureau of Valuation, Interstate Commerce 
Commission 


These indexes show, as an average for all pipeline common carriers, the 
ratios of the annual costs of construction for the various accounts and for the 
total of all physical property, including the overhead allowances, to the cost of 
reproduction new of such property, computed by the Bureau’s 1934 period prices 
expressed as 100. 

The relative percentages of the costs of property by accounts are based on the 
aggregate of the engineering reports for all carriers as of December 31, 1934. 

The relative percentages of the various elements, or types of construction, 
within each account are based on a composite average for typical major carriers 
as of December 31, 1934, and the annual index for the account is obtained by 
applying to these elements the appropriate annual prices or price ratios, obtained 
from the guide prices for pipelines, which have been agreed upon in conference 
by representatives of the Engineering Section of the Bureau of Valuation and 
the Working Committee of the American Petroleum Institute. 

The indexes represent averages for all carriers, and are of value in indicating 
trends. They are not necessarily applicable for use in the determination of the 
reproduction costs for an individual carrier. 

These indexes have not been examined nor passed on by the Interstate 
Commerce Commission. 


Wasurnaton, D. C., November 21, 1945. 
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INTERSTATE COMMERCE COMMISSION, BUREAU OF VALUATION, ENGINEERING SECTION 


Pipeline-construction indexes—Composite averages for all carriers 


[1934 period price level equals 100] 


Oo _ ne _ dds 


| l er ere ee 























Annual indexes 
Account Pete i 1 2 i ew 
cent | | | 

| 1985 | 1996 | 1937 | 1998 | 1999 | 1940 | 1941 | 1942 | 1043 | 1944 

MEE cessédcccccncacishusces! Sisal. ae) Bee aes ee | 98 94/ 111 123 121 119 
TS isd anc: cd amaasetvemeden—u aie | 105 | 115} 130} 130 135 | 135} 140} 145 | 145} 145 
105, 155 , 20.95 | 96) 101 102 102 93; 93; 11L| 148 181 | 164 
106, 156, 176... ; _.-| 3.95] 127 131 | 137 | 134] 134] 139 152 | 167} 178 183 
a ee pial .23 | 104} 105} 115| 115 117} 119] 122] 123} 125 124 
108, 158 sec cada | 7.76 | 103 | 103} 108) 108} 109) 109] 117 | 126) 136} 146 
PE Be) Be Bicencccenecass .24 | 100 | 100 100 | 100] 100 | 105 lll 115 1145; 115 
Braces nw sain 4.44| 104] 107] 113 112} 109 | 109/ 120] 137| 146) 141 
Pk tidaawaeene 5.66 | 107 | 111} 118 112 115 | 120 131 | 154 165 | 165 
Bh Pevocacdsncnneusne a . 30 104 107 | 113} 112 109 | 109 | 120 | 137 ; 146) 141 
113, 163, 183.....-.. ‘ 198; 2%) 99 110 | 104 106 | 110) 114 128 | 140 | 140 
114, 164, 184_....-- .16 | 100 100 | 100} 100} 100} 100} 100] 100} 100} 100 
115, 165, 185... i . 46 100 | 100} 100 | 100} 100} 100| 100 100 | 100 100 
116, 166, 186... . eid os 5. 64 105 | 105 | 108 | 106 | . 99 100 | 115 133 142 | 138 
Weighted average.......| 100.00 | 105 105 | 108| 106!/ 99} 100] 115| 133 | 142 | 138 

| } { | | 








Nore.—Due to deficiencies in the 1934 period prices for buildings, the annual indexes shown above for 
accounts 106, 156, and 176 are 20 percent higher than the normal trends of building prices. 


CARRIERS BY PIPELINE 


Annual guide prices for 1945 agreed to in conferences December 4, 5, 1946, by 
representatives of the Engineering Section, Bureau of Valuation, and the 
working committee, American Petroleum Institute 


The guide prices which are included in this volume have not been examined 
nor passed upon by the Interstate Commerce Commission. 


TABLE OF CONTENTS 


Exhibit A. Line pipe 

Exhibit B. Pipeline construction 
Exhibit C. Oil tanks and accessories 
Exhibit D. Communication systems 
Exhibit E. Equipment 

Exhibit F. Pipe fittings. 

Exhibit G. Buildings 

Exhibit H. Pipeline construction indexes 


Washington, D. C., December 6, 1946. 
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Exuipsit A.—Line pipe 


[Annual guide prices, per linear foot, f. o. b. mill, for 1945] 





























Plain end pipe, f. 0. b. Screw end pipe, f. o. b. 
Nominal | Pittsburgh or Lorain Pittsburgh or Lorain 
diameter Weight | ee bee Milwaukee| Weight tae wr 
per linear A. O. per linear 
foot Fusion Smith foot 
Lap weld | weld and Lap weld | Seamless 
| seamless 
ee ae. . sa 3. 650 $0. 161 Be BE Ticnivbhtosws $3.75 $0. 175 $0. 18 
Shee Se ka: 4. 500 .18 a Ee IE et Roce canenteae 
7. 575 . 295 (O0Gas.20.53i~+; 7.70 . 32 a 
Ota on... das 6. 248 . 215 OE Ole ot aw ccp naniicacoreonsancidhar bila 
6. 600 - 22 ON SELL anges hh bested ichucvmanneiied@unanheedenpbanaliinlinn 
7. 634 25 RES co UG) pL AML S cach oc ab enecnacemexateanscadllocin 
8. 635 . 29 3 snpohi’ Tel a lal iat ‘ pinnacles 
10. 790 . 355 Sa in angond ; 11.00 | ~415 - 425 
SR cksicedccike 9. 400 dl . 32 ee | a : | sins anew eon inlets seg 
14. 017 . 465 475 ; ; : ae i 3: 201 ae 
ORR cetecwcnksd 9. 960 33 SOE As. conbchos nine ae ‘ 
12. 390 ar 3 . 42 asad eltaaidisdlmeddtiencesds hen eeameters “ 
13. 920 455 . 465 Sih cst Hb Bakane peewre ' : 
14. 966 485 5 aly ak : open 
17. 020 555 Sie oe ore 
17. 609 ri es ale BE cells ok eRe | TERRE. 25 
18. 974 .61 HMMM Rs cassis 19. 45 | . 715 | .73 
a a 23. 540 + 755 .79 : 
DER cnnccseics 14. 900 05 515 
18. 260 6 ec ace : | . 
19. 740 65 MP Wot wd ¥ 
22. 361 74 . 76 
23. 574 . 765 | 8 | 
24, 696 79 | 815 $0. 84 i 
25. 060 8 - 825 85 : 
28. 554 915 94 .97 29. 35 | 1.04 | 1. 065 
43. 388 1. 385 | bab be! Lass abs 7 
TOR. cnseids 21. 150 ms .73 . 
26.7 895 “92 | be nee baka od : 
28. 030 . 925 | . 955 . 98 
31. 200 1.03 1. 06 1.095 | 
34. 240 1.115 1.15 1.18 | 
38. 200 1. 225 1. 26 
38. 661 1. 235 1. 275 1.315 
40. 483 1. 295 | 1. 335 | 1. 375 | 41. 85 | 1, 495 | 1. 535 
54. 735 1.75 | 1.81 buy RE: 
9d cececccos 33. 370 1.1 1. 135 1.17 ee = 
39. 890 1.315 1. 355 al z 
40. 270 1.33 ae 1. 41 
41. 510 1.37 141 | FR eae 
43. 773 | 1. 425 | 1. 465 | 1.51 iad 
45. 547 1.46 | 1. 505 1. 55 | ‘ 
49. 562 1. 585 | 1. 635 | 1. 685 | 51.15 1, 835 | 1. 885 
65. 420 2. 09 | 2. 16 a wise 





ExHIBIT B.—Pipeline construction—Annual quide prices for 1945—Price per 
linear foot for installing pipe 


[Index to 1934 equals 160] 




















Nomina] diameter Screw Welded Nominal diameter Screw | Welded 
pipe pipe pipe pipe 
' 
a al GE tance caskor Re $0. 43 $0. 56 
Fie Madhantctabavadasede 086 |.....---.--]] OCDE... 2. .--2-220--0- . 56 . 64 
OE, caneneswesttdossnenss 24 ee ae i cd dbcn <chscevesouseen ote 80 
i .cittbninhiniaiaainanaieg 32 | 6 7 U7 ininand 88 .% 
Pe tadageiibatcenctionces: . 40 .48 | ee Reena 1,12 


Cost per ton-mile of haul for adjusting schedule of prices for haul conditions. — 
48 cents. 
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Cost of clearing and grubbing, per acre 











Kind Light Medium Heavy 
SD CUE ciccncincuscénsutichssokstoncenseedurdueceste $40 $56 $30 


SN GROUEIIE nciinnctipiuinnnangethpunapcicienioninonehmnnadit 80 96 120 





Construction damages.—160 percent of the guide prices for the year 1934. 
Pipe coatings.—Same as the agreed guide prices for the years 1943 and 1944. 


ExHIBiT C.—Oil tanks and accessories—Annual guide prices for 1945 


STEEL TANKS WITH RIVETED AND WELDED SIDES AND BOTTOMS 


Price per pound, in place, for varying sizes in barrels 











Type of roof 
Under | 3,001 to | 11,000 to | 35,000 to | 55,000 to | 80,000 
3,000 10,999 34,999 54,999 79,999 | and over 
Riveted or welded roofs__.--.--- Soadawantes $0. 096 $0. 08 | $0.075 | $0. 069 $0. 064 $0. 061 
Add for breather roofs... .._...---.- ee . 008 - 008 . 008 - 0075 - 0062 . 0046 
Te OCR NIN ij cc cncwcuncouesest 128 . 104 . 091 - 082 . 074 . 067 
Wood roof, shell and bottom only..._..--. | - 096 - 08 | 075 069 . 064 - 061 


MORsUre.. 2s derissccsandienlLuaacendwelbuloss— sells $115. 00 
Covering: 
Sheet iron, 22-gage, galvanized, per square foot-_.__.._._....._.. . 20 
COmpOsICION FOOTE, DOT DECRG TOO Gace ct pester ee ens . 09 
Johns-Manville vaporproof roof, per square foot____.___.__-__-_____ . 52 


Above prices include painting, steel stairs, 2 manholes, 1 screened vent, 1 
water draw-off, 1 suction connection, 1 discharge connection, and 1 gage hatch, 
and for patented roofs all items ordinarily furnished by the manufacturer. 


TANK ACCESSORIES 


The 1945 prices for conservation equipment, hatches, swing lines, etc., are the 
same as those shown in the guide price book for 1942 on pages 2 to 5, inclusive. 


GRADING AND CLEARING 


Te cE a. per cubic yard_. $0. 70 
AA CO SUITE ON ic sateen chs since cians dntncas einai soba per acre__ 80.00 


STEEL BOLTED TANKS 


The 1945 prices for all sizes are 7 percent higher than the figures shown for the 
year 1942 on page 7A of the guide price book. 


WOOD TANKS, REGULAR 


The 1945 prices for all sizes are 8 percent higher than the figures shown for the 
year 1942 on page 7A of the guide price book. 


Echibdit D.—Communication systems—Annual guide prices for 1945 
Annual guide prices for 1945 are the same as those for the years 1943 and 1944. 
Erhibdit B.—Equipment—Annual guide prices for 1945 


Agreed guide prices for the year 1945 for items in exhibit E are the same as 
those shown in the guide price book for the year 1942, except as shown below. 
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FOUNDATIONS 


per cubic yard 
Concrete in place, all sizes, including foundation bolts_._.............__- $35 


SQUIRREL CAGE INDUCTION MOTORS 


Three-phase, 60-cycle, 200- to 500-horsepower, inclusive; price per horsepower, 
f. o. b. factory, motor only: 





Horsepower 


Revolutions per Volts 

















minute Pi 
400 500 
ac eolaons 2, 200 $4. 40 $4. 10 
Bacnecsensennc 2, 200 6. 50 6. 10 
INSTALLATION COST 
i tte le per ton_. $32. 00 
Diesel engines, plunger pumps, and triple expansion pumping en- 

I lala ads okt desires lindane eases scnsepsnn tn ais ai per ton. 38.00 
SI cic II ics es so Meteors cha ctedewecineweintnesinaioia per ton_. 64.00 
Field pumps, walking beam, jerker, and rod line___._.________ per pound_-_ - 82 

MULTISTAGE CENTRIFUGAL PUMPS 

Price new, f. 0. b. factory, including base and flexible coupling : 

is ile ie nee a as , : cisions 
Make Dis- Suction Stages Type Each Per 
charge } pound 





| 
Inches | Inches | 
d 4 

















| 
| | 
| 
Worthington... .......-.-..-2--.-.--.-- 3 3| UG-1.......| | $1,900] $0.543 
DP Oiane ee a ee 4 6 | 3 | ORicesestenl 2, 215 . 443 
Byron Jackson......-.....-..-.-.-.----- 6 8 | 3 |- iubael ae . 485 
Ost cttipdassteny Aho BGiegechamnnic 4 | 6 | 4| OLMX.....| 2,160] 432 
Goulds. -. 6 | 8 4 | 3360 1,710 | . 317 
All makes, 1,800 revolutions per RNR Barons teaecadeun. tketeies Leia - 435 
| 
| 
HORIZONTAL PLUNGER PUMPS 
Price per pound, f. o. b. factory: 
| Stroke 
Kind Sinan 
| | | | 
| 12inch | 18inch | 20-inch | 24-inch | 36-inch 
| 
WONT ved nant Te NPL ORS pe on Depeny 
Ne a inss acetic waahiinuigubanenenketee aaa $0.35 | $0.26; $0.26; $0.25 |-..-...-.. 
i decetathctncindieadinadinedinicbeminnnamnes |---------- [ecenenewes|cocneecee= 25 | $0. 25 
PORTABLE PUMPING UNITS 
Unit and description Price new per unit, 
pe | Weightin | f.o.b. Tulsa, Okla. 
al _ - eld pounds ob ad 
| 
Motor Pump | 1934 period | 1945 an: .aal 
a eee 3, 000 | $1, O25 $1, 400 
BUGGED 6p du<weerscb ae schiad 10-inch stroke...2..=-..i-.-..-| 6, 700 | 2, 000 2, 500 
peat et RnT bad.  ~ alenieitires * ia cians 13, 000 | 3, 300 4, 300 
Cat. D1300_. VHF tS do é ay 2 16, 000 4, 800 6, 000 
Bada PHD1670............--. | 12-inch stroke Seal | 27, 000 | 9, 600 11, 000 
| | 


Norre.—For more detailed description of unit, see p. 26 of 1942 Guide Price Book. 
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Exursit F.—Pipe fittings—Annual guide prices for 1939-45 


Average annual cost of fittings, f. o. b. point of installation, expressed as a 
ratio of the 1934 period price: 








| Annual price ratio 
1934 








Kind 
| period 
| 1939 | 1940 1941 | 1942 | 1943 | 1944 | 1945 
a Noes hooks atakn cit dc iA ee 
Cast stecl, forged steel, and welding fittings... _--- 100 | 140; 140); 150 155} 155] 155 155 
Cast iron, malleable, and semisteel fitéimgs..._____- 100 | 130} 130] 130) 185) 1385) 135 135 
Composite average for all carriers...............--- 100 | 135 | 135 | 140; 145) 145] 145 145 














The above ratios represent the composite average ratios applicable to the in- 
ventories of pipe fittings in accounts 104, 154, 110, 160, 112, and 162, and are 
based on the price levels and approximate percentages of the different kinds 
of fittinfis, such as valves, tees, ells, flanges, ete., which are found in such in- 
ventories. 

For example, the ratios shown for case steel fittings are generally applicable 
to welded lines on which iron fittings are not commonly used, and the ratios 
shown for cast-iron fittings are generally applicable to low pressure lines in 
which screw end fittings predominate. 


ExHIBIT G.—Buildings and grounds—Annual guide prices for 1935—45 


Average annual cost of constructing buildings and grounds expressed as a 
ratio, with the basic 1934 period prices equal to 100: 


. 
Average annual cost ratio 
Item or type | 1934 | 
| period | 


1935 | 1936 | 1937 1939 1940 | 1941 | 1942 | 1943 | 1944 | 1945 


| pe 
j | 
Buildings, complete: | 
Brick, steel frame... 100 | 127 131 137 136 | 134 139 | 152 | 166| 175]| 180 198 
| | 
} 
| 










































Brick, wood frame...| 100 127 131 137 136 134 | 140 156 170 181 185 211 
Corrugated asbestos, | 
steel frame__- 100 | 125 127 136 134 132 | 138} 150 164 | 174 179 197 
Metal clad, steel | 
frame ae 100 | 124) 126| 133} 132 128 134 148 160 169 173 187 
Metal clad, wood | | | 
PONE, tial cnpubieban 100 132 | 134; 142) 139) 138 144 161 174 185 191 208 
Frame cottages....-- 100 | 130; 133 | 139| 138| 139; 145] 161 170 | 181 189 204 
Frame warehouse, | 
ete : ’ | 100) 132 134 142 139 138 144 161 174 185 194 211 
Reinforced concrete_.| 100 | 125 | 128 | 134] 133 | 132} 137} 150] 162] 172) 176 197 
Grounds: } | 
Walks, roads, | | 
bridges. - ---| 100; 124| 127 131 128 | 125 128; 131 172 | 182 191 200 
Grading, landscap- | 
ing pints 100 120 120} 120; 120; 120 120 136 | 162 | 172; 172 175 
Water, steam, gas | | | | | 
lines ea 100 128 128 | 132{ 1382] 120; 120} 1388] 150] 160 165 170 
Sewer and drain | | | | | | 
lines of 100 125 | 125| 125; 125) 125] 125 131 162 172 176 | 185 
Fences and miscella- | | 
neous 100 126} 126) 132 126 126} 126| 138 162 | 172 182 197 
Composite: All carriers_. 100 127 131 | 137 134 | 134] 139 } 152 167 178 | 183 199 
| | ! ' | 


The above ratios for buildings are for complete typical buildings, including 
foundations, porches, plumbing, heating, and lighting. The ratios for station 
grounds are weighted average ratios for property of each type. 

The composite ratio for all carriers represents an average ratio based on 
the relative percentage of the various items shown above which comprise the 
inventories of acocunts 106, 156, and 176. 

Studies of the costs of construction of buildings and grounds from 1935 to 
1945, when compared with the reproduction costs of such property, computed by 
appropriate 1934 period prices as used by the Bureau, indicate that, as an 
average for all carriers, the above ratios will produce the correct annual spot 
cost. 

Due to deficiencies in the 1934 period prices for buildings, the average annual 
cost ratios shown above are 20 percent higher than the normal trends of build- 
ing prices. 


otra careai tan tana inaeeeitit 
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Exuisir H.—Pipeline construction indexes compiled by Engineering Section, 
Bureau of Valuation, Interstate Commerce Commission 


These indexes show, as an average for all pipeline common carriers, the 
ratios of the annual costs of construction for the various accounts and for the 
total of all physical property, including the overhead allowances, to the cost 
of reproduction new of such property, computed by the Bureau’s 1934 periods 
expressed as 100. 

The relative percentages of the costs of property by accounts are based on the 
aggregate of the engineering reports for all carriers as of December 31, 1934. 

The relative percentages of the various elements, or types of construction, with- 
in each account are based on a composite average for typical major carriers 
as of December 31, 1934, and the annual index for the account is obtained by 
applying to these elements the appropriate annual prices or price ratios, ob- 
tained from the guide prices for pipelines, which have been agreed upon in con- 
ference by representatives of the Engineering Section of the Bureau of Valua- 
tion and the Working Committee of the American Petroleum Institute. 

The indexes represent averages for all carriers, and are of value in in- 
dicating trends. They are not necessarily applicable for use in the determination 
of the reproduction costs for an individual carrier. 

These indexes have not been examined nor passed on by the Interstate Com- 
merce Commission. 

COMPOSITE AVERAGES FOR ALL CARRIERS 


[1984 period price level equals 100] 


Annual indices 



































Account Per- |__ 4 bs ore 

cent | | 
1935 | 1936 | 1937 | 1938 | 1939 | 1940 | 1941 | 1942 | 1943 | 1944 | 1945 

} | | 

ee 47.18| 107) 104| 107] 104] 93] 94] 111] 123] 121] 119] 121 
EE cicdanane shanna 1.05 | 105} 115| 130] 130] 135| 135} 140] 145] 145] 145| 145 
ae ol See 20.95 | 96 | 101} 102| 102] 93| 93] 111| 148| 181] 164| 162 
106, 156, 176_---------.-- 3.95 | 127] 131| 137] 134] 134| 139] 152| 167] 178| 183] 199 
BIE Sesdeinnipenkssinac .23| 104] 105] 115| 115 117 | 119} 122} 123] 125] 124| 126 
108, 158................-] | 7.76 | 103 | 103| 108| 108| 109] 100] 117} 126] 136| 146] 148 
109, 159, 179.-- 22-220 -24{ 100} 100} 100/ 100 | 100} 105 411) 115] 115} 115] 115 
yl so ciclo. 4.44] 104] 107/ 113| 112| 109] 100/ 120] 137| 146] 141/ 140 
111, 161.2 =... ediseaod 5.66 | 107| 111| 118] 112] 115| 120] 131| 154] 165] 165] 165 
WOO a, -30 | 104 | 107} 113} 112] 109] 100| 120] 137] 146] 141] 140 
Oe WM oe ha | 1.98) 96) 99) 110/ 104| 106] 110| 114] 128] 140] 140] 140 
114, 164, 184-.----------| 16 | 100} 100} 100} 100} 100| 100} 100| 100} 100] 100| 100 
| = Seana - 46 100 100 100 100 | 100 100 100 100 100 100 100 
116, 166, 186--- 222-2 =o 5.64| 105 | 105| 108| 106| 99} 100] 115] 133} 142] 138] 140 
| —_-- — — —_— ——. —— _— —| - —_—|$—_ — 
Weighted average.......| 100.00} 105 | 105| 108| 106] 99 | 100| 115 | 133 | 142 | 138 140 








Note.—Due to deficiencies in the 1934 period prices for buildings, the annual indices shown above for 
accounts 106, 156, and 176 are 20 percent higher than the normal trends of building prices. 





CARRIERS BY PIPELINE 


Annual guide prices for 1946 agreed to in conferences November 4, 1947, by rep- 
resentatives of the Engineering Section, Bureau of Valuation, and the Work- 
ing Committee, American Petroleum Institute 


The guide prices which are included in this volume have not been examined 
nor passed upon by the Interstate Commerce Commission. 


TABLE OF CONTENTS 
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Exhibit B. Pipeline construction 
Exhibit C. Oil tanks and accessories 
Exhibit D. Communication systems 
Exhibit E. Equipment 
Exhibit F. Pipe fittings 
Exhibit G. Buildings 
Exhibit H. Pipeline construction indexes 
Washington, D. C., November 5, 1947. 
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Exuisir A.—Line pipe—1934 period prices and 1946 annual guide prices per 
linear foot 


PLAIN END PIPE—2-INCH TO 12-INCH DIAMETER 










































































F. o. b. Pittsburgh or Lorain | F. 0. b. Mil- 
Weight, waukee— 
pounds A. O. Smith 
Nominal] diameter per Lapweld Fusion weld Seamless 
lineal = She 
foot 

1934 |Annual, 1934 |Annual,| 1934 |Annua] 

period period | 1946 | period | 1946 
CN brace cpa aqmaat 3.65 | $0.14 S34. 5 DR BB iiwcntitdieadterdon 
| ae eels: 4. 50 . 16 - 165 SUT Tacs aaattliichdametie 
7. 575 -23 24 295 ne hadegdisdeltieaincels 
10. 25 . 285 . 295 CUE Ci dwcditindibwrdaent 
sine cian isda 6. 248 . 185 .19 él Descdobibiaaiinaben 
6. 60 .19 - 20 4 Se eedhis: «tcl 
7. 634 -21 -22 hi cuwsscdbyctsweue 
8. 635 - 225 - 235 ot Uhineteee aie 
10.79 27 - 28 2 ee 
14. 98 . 365 -38 gi. Sedammodpwe tenes 
DE nacsenineamndce 9. 96 . 28 -29 yet 
12. 39 . 34 35 SGP ea co ska eUsane 
13. 92 . 38 39 AMD Blade cal Tena ome aap 

14. 966 . 405 42 J ith eanlebadmonvn 
17. 02 455 471 (aascch acne 
17. 609 . 46 482 A Berth SG cishsdaaabitn 
18. 974 . 465 485 SUP Ucaniecw wellconcenee 
28. 570 .70 73 3. Ge batcoccie ns cee 
SE ean ee 14. 900 470). 485 . 580 | $0.500 | $0. 505 
18. 260 . 545 6 565 . 710 . 580 7 
19. 740 . 580 ; 603 77 . 620 790 
22. 361 |} .635 a 659 . 825 . 680 850 
23. 574 . 660 > 689 . 870 . 705 895 
24. 696 . 680 708 . 890 . 730 915 
25. 060 . 685 . 87! 710 . 900 . 735 925 
28. 554 . 735 1. 000 1. 015 765 1. 030 . 790 1. 055 
43. 388 1, 120 1. 605 1. 625 1. 160 ]. G80 |... aan 
SO OONON. i ccctctnacddion dd 21. 150 . 640 . 805 . 815 . 665 . 825 . 685 . 845 
26. 720 800 1.015 1. 030 . 825 1, 040 . 850 1,070 
28. 030 . 835 1. 065 1. 080 . 855 1. 095 . 890 1.120 
31. 200 . 900 1. 125 1. 140 . 950 1. 155 . 980 1. 185 
34. 240 . 960 1. 235 ’ 1. 250 1.010 1. 265 1. 030 1. 300 
38. 200 1. 020 1. 335 1. 045 1. 355 1. 070 1. 375 1.110 1.415 
38. 661 1. 020 1. 355 1. 045 1.370 | 1.07 1. 390 1.110 1. 430 
40.483 | 1.050 1.415 1.080 | 1.435 1. 100 1. 455 1. 140 1. 500 
54. 735 1. 400 2. 025 1, 425 2. 055 1. 455 GE Esick a uceciscaiel 
a ia ied aa 29, 280 . 895 1.115 ee 910 1. 125 . 925 1.140 . 955 1.17 
33.370 | 1.005 1, 270 1. 020 1. 285 1. 035 1. 300 1. 080 1. 335 
39.890 | 1.175 1. 435 1. 195 1. 455 1, 215 1. 475 1. 255 1. 515 
40. 270 1, 180 1, 450 1. 200 1. 470 1. 220 1. 490 1. 260 1. 530 
| 41.510 | 1.200} 1.455} 1.220] 1.475} 1.240 | 1.495] 1.280 1. 535 
43.773 | 1.230} 1.530] 1.250 | 1.555 |) 1.275 | 1,575 | 1,320 1. 620 
45.547 | 1.260] 1.595 | 1.285 | 1.615 | 1.310} 1.640] 1.360 1. 685 
49.562 | 1.310 | 1.735 | 1.330 | 1.760 | 1.360 | 1.785 | 4410 1. 835 
65. 420 1.730 | 2.420; 1.760 2. 455 1.790 | 2.485 ee a 
a Ma a Cee werent! | | | | 
PLAIN-END PIPE—14-INCH TO 24-INCH DIAMETER 
| | 

ee dll ed 36.71 | $1.09 $1.47 | $1.11 | $1. 485 $1. 125 $1. 505 | $1. 160 $1. 54 
41.21} 1,195} 1.65 | 1,215] 1.67 1, 235 1.69 | 1.275 1.73 
45.68 | 1.26 | 1.7385 | 1.285| 1.76 1.305 | 1.78 | 1,350 1,825 
54. 57 1.45 | 2.075 1. 475 2.10 1. 505 2.13 1. 56 2. 185 
63.37 | 1.685} 2.41 | 1.71 2. 44 | 1.75 2.471 | 1.81 2. 535 
72.09 | 1.915 | 2.74 | 1.945] 2.775]. 1.99 | 2.81 2. 06 2. 885 
inca tad sdesccateaac 42.05) 1.22 | 168 | 1.24 ] 1 705 | 1.26 1.725 | 1.305 1.765 
47.22 | 1.285] 1.89 | 1.31 | 191 | 1.33 1.925 | 1.38 1. 985 
52.36 | 1.395) 1.99 1. 42 2.015} 1.445] 2.04 | 1.495] 2.005 
62.58 | 1.665| 238 | 1.695 | 2. 41 1. 725 | 2.44 | 1.79 2. 505 

72.71 | 1.935 | 2.765 | 1.97 2. 80 2.005 | 2.835! 2.08 2.91 

82.77 | 2.20 3. 145 2.245 | 3.185 | 2.285 3. 23 | 2. 365 3. 31 

SADA. i cinemas < oh 47.39 |. 1.37 1.805 | 1.395 | 1.92 | 1.42 1.945 | 1.47 1.99 
§3.22]° 1.45 | 2.13 1.475 | 2.155} 1.50 2.18 1. 555 2. 235 

59.03 | 1.57 | 2.245) 1.60 | 2. 275 1.63 | 2.30 1. 69 2.36 
70.59 | 1.88 | 2.68 1.915 | 2.715 | 1.95 | 2.755 | 2.02 | 2.825 

82.06 | 2.185 | 3.12 | 2.225) 3.16 2.265 | 3.20 2. 345 3. 28 

93.45 | 2.485 | 3.55 | 2.53 | 3.60 | 258 | 3.645| 2675! 3.7 
NON. cian acccscneiwn 52.73 | 1.53 211 | 1.555! 2.135] 1.5 2.16 | 1.635 2. 215 
| 59.23 | 1.61 2.37 | 1.64 | 2.40 | 1.67 2. 43 1.73 2. 49 

65.71 | 1.75 2.495 | 1.78 2.53 | 1.815 | 2.565) 1.88 2. 63 
78.60 | 2.09 2.985 | 2.13 3.025 | 2.17 3.065 | 2.25 3. 145 
91.40 | 2.43 3.475 | 2.475 | 3.52 | 2.52 3.565 | 2.615 3. 655 
104. 13 2.77 3.955 | 2.82 | 4.01 | 2.875 | 4.06 2. 98 4.165 
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ExuiBir A.—Line pipe—1984 period prices and 1946 annual guide prices per 
linear foot—Continued 


PLAIN END PIPE—14-INCH TO 24-INCH DIAMETER 











F. 0. b. Pittsburgh or Lorain F. 0. b. Mil- 
Weight, sash ialetetinn, 8) seg Racoon ks Sata poms) Ae PL res 2x waukee 
pounds | A. O, Smith 
Nominal diameter per Lapweld Fusion weld Seamless 
lineal ee Nee EON CIE Bn ree ees ete _ aie 
foot | | | 

1934 | Annual, | 1934 j|Annual,} 1934 |Annual,} 1934 |Annual 

period | 1946 | period 1946 | period | 1946 period 1946 

| | } | } 

Gene: = -3¢5 3520 | 72.38 | $1.925 $2.75 $1.96 | $2.785 $2. 00 $2.825 | $2.07 | $2. 895 
86.60 | 2.305 3. 29 2.345 3. 335 2.39 | 3.375 2. 475 | 3. 465 

| 100. 75 2. 68 3. 83 2.73 | 3.88 Z7e 1 t*3hwe 2. 88 4.03 

| 114.81 | 3.055 | 4.365 | 3.11 4.42 | 3.17 |} 4.48 | 3.285 4. 59 

24 inches__-___- 79.05 | 2.105 | 3.005 | 2.14 | 3.045 | 2.18 | 3.085} 2.26 3.16 
94. 61 2. 515 3.595 | 2.565 3. 64 2. 61 3. 69 2. 705 3. 785 
110. 09 2.93 4. 185 2. 985 4.24 3.04 | 4.2905 | 3.15 4.405 

SCREW-END PIPE 2-INCH TO 12-INCH DIAMETER 
F. o. b. Pittsburgh or Lorain 
Weight | 
Nominal diameter pounds Buttweld | Lapweld Seamless 
| per linear ee! a Ce Et ine Marietta Ne - 
foot | 

1934 |Annual,} 1934 |Annual,| 1934 /|Annual, 

period 1946 | period | 1946 | period 1946 

2 inches... __-- cnr tained .75 | $0.12 | $0.135 | $0.145 | $0.165 | $0.155 | $0.17 
3 inches -._- Rete ; ane | 7.70 | [ene a ae . 315 . 265 . 325 
Te ie Ceres. 11. 00 | . 32 42 | 33 | 43 | . 34 44 
6inches...___..-.------ SOR Se eae 19. 45 | Load 67 | .76 59 78 
8 inches_____- 1 ee Jk 29. 35 : Lr 1.145 | .89 1.175 
ee eee tetteoaed 41.85 | bond npisml i Sea 1.655 | 1.30 1. 695 
I ae Re ee akon eisdiaies 51.15 |.... a--]e-~- ---| 1. 56 2. 045 | 1. 61 2. 095 

| | | | 


Exuisit B.—Pipeline construction—Annual guide prices for 1946 
PRICE PER LINEAL FOOT FOR INSTALLING PIPE 


These are countrywide average prices. They are exclusive of the costs of 
engineering, clearing and grubbing timber and brush, pipe coatings, fittings 
at station sites, important river crossings, installation of casing at railway 
and highway crossings, construction damages to crops, timber, or land, and 
interest during construction. They are 165 percent of the 1934 guide prices. 








Nominal diameter Screw-end Welded |} Nominal diameter Screw-end | Welded 

pipe pipe | pipe | pipe 
mt nninsnateeuilil . neal eiidienenairaneepine pe inmmmainnenileclininietsieaiiaip intra E aan intmeiiseieal 
2 inches............----- $0.0825 | $0.165 || 10inches.......___- $0.7425 | $0. 825 
3 inches. --- bende .165 | - 2475 | 12 inches. --..- . 9075 | .99 
4 inches. -.- eaeamae - 2475 | . 33 | 14 inches. ...._-.-- Ea 1. 155 
ae ee | 33 | . 4125 || 16 inches. ---- | Shenae 1. 32 
6 inches. - .. aaateed . 4125 -495 || 18 inches. .--- , i | 1, 485 
654 inches_.._. abomaud 445 | . 5775 || 20 inches. -._- | 1. 65 
SUB hk ces oil 5775 | 66 || 





COST PER TON-MILE OF HAUL 


For adjusting schedule of prices for haul conditions, 165 percent of the 
guide prices for 1934. 
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COST OF CLEARING AND GRUBBING PER- ACRE 
' One hundred and sixty-five percent of the guide prices for 1934. 
CONSTRUCTION DAMAGES TO CROPS, TIMBER, AND LAND 


Two hundred and twenty percent of the guide prices for 1934. 


PIPE COATINGS 


The guide prices for 1946 are the same as those for 1943, 1944, and 1945, 
and average 180 percent of the 1934 guide prices. 


Exuuisit C.—Oil tanks and accessories—Annual guide prices for 1946 
STEEL TANKS WITH RIVITED AND WELDED SIDES AND BOTTOMS 


{175 percent of the guide prices for 1934] 





Price per pound, in place, for varying sizes in barrels 





Type of roof 


Under 3,001 to | 11,000 to | 35,000 to | 55,000 to | 80,000 





3,000 19,999 | 34,009 | 54,999 | 79,999 | and over 
Riveted or welded roofs.............._--- $0. 105 $0. 088 $0. 082 $0. 076 $0. 07 $0. 067 
Add for breather roofs. ........... . . 0088 . 0088 . 0088 . 0082 . 0068 . 0051 
With floating roofs... tiwus skaseet .14 .114 .10 . 089 . 081 . 074 
Wood roof, shell and bottom only_......-- - 105 . 088 - 082 - 076 07 - 067 


Wood roof supports and decking, lumber, per thousand feet, board 


TORIUT Oo ee he en Se ee ei $127. 00 
Covering: 
Sheet iron, 28-gage, galvanized, per square foot___._._._.___.__..---_- 22 
Composition roofing, per square foot._..._...._._...__.......-.-..... -10 
Johns-Manville vaporproof roof, per square foot__._.__._...__.___-_-__ - 57 


Above prices include painting, steel stairs, 2 manholes, 1 screened vent, 1 water 
drawoff, 1 suction connection, 1 discharge connection, and 1 gage hatch, and, for 
patented roofs, all items ordinarily furnished by the manufacturer. 

TANK ACCESSORIES 


The 1946 prices for conservation equipment, hatches, swing lines, etc., are 125 
percent of the guide prices for 1934. 


GRADING AND CLEARING 


Grading, common excavation, per cubie yard _-.-.-._-....----_---.---_- $0. 70 
ceearing and grubbing, pe? O@CT8Gs.< cncscmccn cdi newtiknenesnsasatbnelinns 80. 00 


STEEL BOLTED TANKS 
One hundred and sixty-five percent of the guide prices for 1934. 
WOOD TANKS, REGULAR 
One hundred and fifty percent of the guide prices for 1934. 
ExHisit D.—Communication systems 
Annual guide prices for 1946 are 11 percent higher than those shown for an- 


nual guide prices for the year 1943, 1944, and 1945. The details of these prices 
are shown in the 1948 guide prices. 
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ExHIBIT ©.—Hquipment—Annual guide prices for 1946 


Percentage 
ratio to 1934 
Item guide prices 
a ceca meena cence hagas ap ee a eager rec oso ma sin an 127 
innit ccm bi abs ethelamanthbendicganons- bb neni hare paleenben 127 
I aN ah cach am i cue sani eign ta fcc ems Amr ob dot iii asia nla oa eae ale 150 
oe; OTS, RS OTN COE oc ilaiass iti ncn diinesiecumnnccnce 132 
SPUOUOL GUSINES TOD ROTHEHSWS? GOA OVET . 2. nin inn nes ccccwcccneunn 135 
Motors and generators 1% to 100 horsepower, 400 to 1,800 revolutions per 
RO isiiiiicemceiennnnctine MEU RIE Seb Bb dct Rep De Ee a hdd 127 
Alternating current motors, 100 horsepower and over, 1,800 to 3,600 revo- 
BIRO: NR eee ie bet ee bk ide ccwcbtinlthinden 167 
Foundations: 
NN attacaracets cetance dt ih caro oleae er erelemsntelcecttcass yale: tadtonen atten oie waeacinuaiis mvet chien tins cactian teran 210 
Naat cicscede en Mihail Alladin ialhleniecablactdapcntniein lp OGY anastasia hein ite 172 
I es dc in aia aneepaial ba dariinic 200 
I i ccs al cata nbn ete ueew wai etionas 146 
Centrifugal pumps: 
I ah 5 ceuainahin agua en don cimn 146 
i a en ccaivinn cl caisonish asanans apnoea 146 
I I chi carccrabncosiniineons islge Uhaidiaciicte otis Rtachsnen baisdb ectediislta teenie eas ails Uooicesa alata uit 138 
a asia a aaa ae aid besaallas aI 132 
I A 8 as toads Glad ds acalies aiediasbd ilsisiods ona canaieeneine 138 
Ir TI od. os acesten ghee ne ceeds nop em tnnenencenll aang tial 22 
eee: CRUPURSION “PUNIII CRE MOE. «ob dn ee oe ki 221 


ExuHisir F.—Pipe fittings 


Average 1946 cost of fittings f. o. b. point of installation expressed as a per- 
centage ratio of the 1934 period price level: 


Percentage 

Item ratio 
Cast steel, forged steel, and welding fittings.__.__-__._.__._-_---..----_--_-~- 175 
Cast iron, malleable iron, and semisteel fittings_._._.___..__._-.--..--------~- 155 
ROT IPORTAL) COT aig ctiti Beieensh name einen pret mine 165 


Exuisit G.—Buildings and grounds—Annual guide prices for 1946 


Average annual cost of constructing buildings and grounds expressed as a 
percentage ratio, with the basic 1934 period prices equal to 100. 


Percentage 
ratio 
Complete buildings: 
srick : 
I re ee ie, a ae 242 
Ne IES .. _ cicemnnccntalbthia Ghia <titatiibiniinse-auaieiennael 253 
Corramawe aunewion, areal Trame...... aces sine cncissheneincgasis 234 
Metal clad: 
IE cnn bd EI NE cnnnminminnnnanmniemeg 223 
ae cccp cael canta aig) 
mene Cota. Be A BL it oe cn ee eed 243 
I Th anes iinnieentinaclnhanenip ation 251 
Sanne NPOPnINTR OCP 0, SE ee dea cdi ated aberm eens | ae 
Station grounds: 
Wied, SORGS. Drees SU AVI le Ue el ule Jog ee 230 
I ca ceri giana onal ee! 
We Auer, Women, SAS Well, Su LOOULL ii a ee 187 
I IN TR a a tie mlb ade dase einen a 
Fences and miscellaneous_____--_- Hh cath cba tectied seule had shoddy okt deli: dodo aL) Sea 
Composite accounts 106, 156, 176: All carriers____.___._______---._____ £ . Bz 


The above ratios for buildings are for complete typical buildings, including 
foundations, porches, plumbing, heating, and lighting. The ratios for station 
grounds are weighted average ratios for property of each type. 

The composite ratio for all carriers represents an average ratio based on the 
relative percentage of the various items shown above which comprise the inven- 
tories of accounts 106, 156, and 176. 
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Studies of the costs of construction of buildings and grounds from 1935 to 1945, 
when compared with the reproduction costs of such property, computed by appro- 
priate 1934 period prices as used by the Bureau, indicate that, as an average for 
all carriers, the above ratios will produce the correct annual spot cost. 

Due to deficiencies in the 1934 period prices for buildings, the average annual 
cost ratios shown above are 20 percent higher than the normal trends of building 

rices. 
? ExH1Bit H.—Pipeline construction indewves 


Compiled by Engineering Section, Bureau of Valuation, Interstate Commerce 
Commission 


These indexes show, as an average for all pipeline common earriers, the ratios 
of the annual costs of construction for the various accounts and for the total of all 
physical property, including the overhead allowances, to the cost of reproduc- 
tion new of such property, computed by the Bureau’s 1934 period prices expressed 
as 100. 

The relative percentages of the costs of property by accounts are based on the 
aggregate of the engineering reports for all carriers as of December 31, 1934. 

The relative percentages of the various elements, or types of construction, with- 
in each account are based on a composite average for typical major carriers as 
of December 31, 1934, and the annual index for the account is obtained by apply- 
ing to these elements the appropriate annual prices or price rations, obtained from 
the guide prices for pipelines, which have been agreed upon in conference by 
representatives of the Engineering Section of the Bureau of Valuation and the 
working committee of the American Petroleum Institute. 

The indexes represent averages for all carriers, and are of value in indicating 
trends. They are not necessarily applicable for use in the reproduction costs for 
an individual carrier. 

These indexes have not been examined nor passed on by the Interstate Com- 
merce Commission. 


Exuisir H.—Pipeline construction indexres—Composite averages for all carriers 


[1934 period price level equals 100] 




















| | | 
Account Per- 1935 | 1936 | 1937 | 1938 | 1939 | 1940 | 1941 | 1942 1943 | 1944 | 1945 |1946 
} cent | | | | | | 

Slnthilemgunet tee slaceeabh Laie, bce Bebe Be 
i j | | | | ‘nerd 
4 aa 47.18 107 104 | 107 104 93 | 94 lll 123 121 119 121 | 130 
104, 154_..-.. alte 1.05 105 115 | 130}; 130 135 | 135 140 145 145 145 145 | 165 
| a 20. 95 96 101 102 102 93 | 93 111 148 181 164 162 | 169 
106, 156, 176. ......- | 3.95 127 131 137 | 134 134 139 152 167 178 183 199 | 237 
107, 157_-. ee | -23 | 104 105 | 115 115 117 119 122 123 125 124 126 | 154 
108, 158... recent 7. 76 103 103 | 108; 108 109 109 117 126 136 146 148 | 172 
100, 159, 179........ . 24 100 100 | 100 | 100 100 105 | lll 115 115 115 115 | 132 
110, 160_-._- . 4.44 104 107 113 | 112 109 109 120 137 146 141 | 140 | 153 
cS = 5. 66 107 111 | 118); 112 115 | 120 131 154 165 165 165 | 179 
112, 162... 3 104 107 | 113 112 109 | 109 120 137 146 141 140 | 153 
113, 18, 183. en 1.98 96 99 110 | 104 106 110 | 114 128 | 140 140} 140 | 155 
Bee, dee, tees. os. . 16 100 100 100 | 100 100 100 100 100 100 100 100 | 150 


115, 165, 185. ..... - 46 100 100 100 100 100 100 100 100 100 100 100 | 150 

















116, 166, 186........ 5. 64 105 105 108 | 106 99 100 115 | 133 142 | 138 140 | 151 
Weighted bees eat 2 ea 2 
uverage....| 100.00 | 105 105 | 108 | 106 99 100 | 115 | 133 142 | 1388| 140 | 151 























Note.—Due to deficiencies in the 1934 period prices for buildings, the annual indexes shown above for 
accounts 106, 156, and 176 are 20 percent higher than the normal trends of building prices. 


CARRIERS BY PIPELINE 


Annual guide prices for 1947 agreed to in conferences September 14, 15, 1948, by 


representatives of the Engineering Section, Bureau of Valuation, and the 
Working Committee, American Petroleum Institute 


The guide prices which are included in this volume have not been examined 
nor passed upon by the Interstate Commerce Commission. 


ot tga cae 
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Washington, D. C., September 15, 1948. 
Exuisit A.—1947 annual guide prices—Pluin end pipe 
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F. 0. b. Mil- 

















Diameter (inches) | F. o. b. Pittsburgh or Lorain | waukee—A. O, 
| Smith 
SS SE a ne a ae, ; es 
re per lin- | | 
ear foot | Lapweld Seamless | Fusionweld | 
Nominal Outside = i aia ae | Per | Per lin- 
diameter | | ton | ear foot 
Per | Perlin- | Per | Perlin- | Per | Per lin- 
| ton ear foot | ton ear foot | ton ear foot 
mtd | | : ti ees peters pnp ee 
ef Oya te 3.65} $93 | $0.170| $95| $0.175| $94] $0.170| 
$i).5e Beeic. 4.50} 93 .210 | 95 | .215| 94} . 210 : 
| | 7. 57 87 | -330 | 89 | .335 | 88 . 335 | P 
10. 25 92 .470| 94 . 480 93 
MiSs | 434...... 6.25} 86 | .270| 88 | .275| 87 | 
6.60} 86 | -285 | 88 | . 290 87 . 
| 7. 25 86 310; 88} . 320 87 | 
7.64] 86 . 330 88 . 335 87 
| ges] 83 360 85} 1365 | 84] 
| 9. | 81 . BRO 83 | . 390 &2 . 
| | . 78 81 435 83 | . 450 82 
| § 85 . 635 87 | . 650 86 
Sais | 654 | 997] 87} 1435] 89 1445 | 88 | 
| 2.39 | 8&7 . 540 89 .550 | 88 
87 | "605 | 89 620 | 88 : 
| oe .620 | 85 . 635 84 | | | 
| | 81 . 690 | 83 | 705 82 | 
| | 81] .715 | 83 | .730 | 82 
| 81 -770 | 83 | . 785 82 | : } | 
| | | 85 1.215 87 1.245 | 86 1. | a 
i aciel iad! | $5¢ | | 86 (40; 88 . 655 87 | $90 | $0 670 
| 86 | .735 | 88 .805 | 87 | | 90 | 820 
j | R65 . 850 8S . 879 87 90 | . 890 
| | R2 .915 | 84] .940 | 83 | | 86 | . 960 
82 965 | 84 | 990 | 83 | | 6 | 1, 015 
| &0) 990 | 8&2 1.015} 81} 1 | 84 | 1. 035 
| | 80 1.000 | 82 1.025 81 1.015 | 84 | 1, 055 
| 80 1.140 82 1 170 81 | 1 | $84] 1, 200 
84 1.820 | 86 1. 865, 85 1 | 88 | 1. 910 
Tideshuenee | BOG. ces 87 920; 8&8 . 949 88 |} 91] 960 
87 1.1 89 1.199} 88 1 =e 1, 215 
87 i 89 1, 245 88 | i } 1} 1, 275 
| 92 1.9 84 1.310 | 83 | | | 86 1, 340 
82 1 84 1.440 | 83 1 | &6 1. 470 
|} 81 1545] 88 1. 585 82 | 1 | $85 1, 625 
| | --@y 1.565 | 8&3 1. 605 82 1.585 | 85 1. 645 
| 81 1.6 83 1. 680 82 | 1 | 85 | 1. 720 
} 86 2; SS 2. 410 87 2 } oO} 2. 465 
DD daccieeebes Be crcekagt i 89 La 91 1. 330 90 eo 93 1. 360 
33.37 | 89 1 91 1. 520 90 1.§ 93 1, 550 
| $7.45] 85) Ls 87 1.630 | 86 1 | so} 1. 665 
39.89} 85 | 1.6 87 1.735 | © 86 | I } 89] 1. 775 
| 40. 27 85 1.7 87 1. 750 86 1.7 89 1, 790 
41.51 4 1 | 86 1. 785 85 1 88 1, 825 
43.77 | 84 LR 86 1.880 | 85 | 88 1. 925 
| 45. 55 84 1 § 86 | 1. 960 85 1 88 | 2. 005 
49. 56 4 9 | 86 2. 130 &5 2 RR 2 180 
65.42} 88| 2,880] 90 2.945 | 89 2 | 92} 3. O10 


Ss ee 
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Line pipe 1947 annual guide prices, plain end pipe 


Weight 


(pounds | 


Outside diameter 


14-inch... eae 


16-inch... 


18 inches-. 


20 inches. 


24 inches_. 


pe 
line 


r 
ar 


foot) 





F. 0. b. Pittsburgh or Lorain 


| 
Lapweld Fusion weld 
I 


Per |Per linear! Per | Per linear 





ton | foot ton foot 
$90 | $1.650 | $91 | $1. 670 | 
89 | 1, 835 | 90 l. 
85 | 1,940 | 86 | 1, 
8&5 2. 320 | 86 , 3 
85 | 2. 695 86 2. 
85 | 3.065} 86 3. 
91 1915; 92 1. 
90 | 2.125| 91} 2. 
86 2.250; 8&7 | 2. 
86 | 2. 690 87 | 2. 
86| 3125) 87} 3. 
S6 3.560 | 87 3. 
92 2. 180 93 2.2 
91 2. 420 92 2. 
87 2.570 | 88 2.1 
87 | 3.070 | 8&8 3. 
&7 3. 570 XS 3. 
87 4. 065 88 4. 
92 2.425 | 98} 2. 
91 2. A95 92 Be 
87 2. 860 SS 2. 
87 3. 140 88 3 
87 3. 420 | 88 i} 
87 3.975 SS 4 
37 4. 88 | 4, i 
a1 3. 295 92 3.: 
RS 3. 500 89 3. 
M8 3.310 &Y 3 
SS 4.435 89 4. 4 
SS 5. 050 89 5. 
91 3. 595 92 3. 
8&8 4. 165 89 4.‘ 
83 4. 880 89 4.¢ 





Seamless 


F. 


811 


o. b. Mil- 


waukee 


| A. O. Smith 


Per |Per linear; Per 
foot 


ton | 
$92 


vl 


93 | 


Q° 


oO 
90 


00 
90 


1947 annual guide prices—Screw end pipe 


Weight, 


Nominal pounds 
diaimeter per linear 
foot 

2 inches.._-... a 3.75 
3 inches aa 7. 70 
4 inches 11.09 
6 inches... - 19. 45 
8 inches.......-.-.| 29. 35 
19 inches 41. 85 
12 inches. 51.15 


F. o. b. Pittsburgh or Lorain 


Butt weld 


ton Per linear Per ton 
loot 
cian 
$83 $0. 155 | $100 
82 . 315 | 94 | 
86 - 475 | 90 
ke gas | 90 | 
aie shal 89 | 
adel 90 | 
| 92 | 


Lap weld 


Per linear 


foot 


$0. 185 | 
36 | 
. 495 
. 875 
1. 305 | 
1. 885 
2. 355 





ton 


$ 


94 
93 
89 
89 
SY 
89 





| Per linea 
| foot 


on me 08 © 





Seamless 


Per ton 


$102 | 


06 
92 
92 


91 


92 | 


94 


} 


Per linear 
foot 


$0. 19 

. 37 

. 505 
. 895 
. 335 
1. 925 
2. 405 


_ 


ExHIBIT B.—Pipeline construction—Annual guide prices for 1947 


PRICE PER LINEAL FOOT FOR INSTALLING PIPE 


These are countrywide average prices. 
engineering, clearing, and grubbing timber and brush, pipe coatings, fittings 


They are exclusive of the costs of 


at 


station sites, important river crossings, installation of casing at railway and 
highway crossings, construction damages to crops, timber, or land, and interest 


during construction. 


They are 175 percent of the 1934 guide prices. 
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Nominal diameter Screw Welded Nominal diameter Screw | Welded 
end pipe pipe end pipe pipe 




























ieee nee eee $0. 0875 2. Vee. RS 1, 05 

ID ride cqcincidvenvecdawd .175 . 2625 ER cnet, Jade bh Naionnneutaweaihkoone 1, 225 
4 inches. ......-. nese elsaweted - 2625 . 35 | BOR. oo ono sade e nnn cnet isssebuesl 1,40 

RE cits cmreeimenininatiagiiovaiel . 35 I ocak nettddbenccnaaelscmbnnmcn 1. 575 
SRNO 42s ccasccdsck | aS . 525 | MMIII. 5.8 ch IU onskan onl eeu oacens 1.75 

6% inches-.-.-.-.. il Gin tb ddectd «4725 . 6125 || 22 inches... -_- gbewaitaxedloaadeuabiod 1, 925 
8 inches. ...--.. pn etic osinde . 6125 eo vakd eeminbenbih 2.10 

PR itndcnchnbeanegendncs . 7875 875 || | 

1 








COST PER TON-MILE OF HAUL 


For adjusting schedule of prices for haul conditions 175 percent of the guide 
prices for 1934. 














COST OF CLEARING AND GRUBBING PER ACRE 
One hundred and seventy-five percent of the guide prices for 1934. 
CONSTRUCTION DAMAGES TO CROPS, TIMBER AND LAND 
Two hundred and seventy percent of the guide prices for 1934. 
PIPE COATINGS 


The guide prices for 1947 are 105 percent of those for 1943, 1944 and 1945, and 
average 190 percent of the 1934 guide prices. 


Exuisit C.—Oil tanks and accessories—Annual guide prices for 1947 





STEEL TANKS WITH RIVETED AND WELDED SIDES AND BOTTOMS 


(210 percent of the guide prices for 1934] 


Price per pound, in place, for varying sizes in barrels 




























Type of roof | | | 
Under 3,001 to | 11,000 to | 35,000 to | 55,000 to | 80,000 
3,000 10,999 | 34,999 54,999 79,999 | and over 
| | 
Riveted or welded roofs................--- $0. 126 $0. 106 $0. 098 $0. 091 $0.084 | $0.08 
Aaa tor breaimer roofs... ...............- . 0106 . 0106 . 0106 | . 0098 . 0082 | . OO81 
With floating roofs____ shy saat . 168 . 137 -120 | . 107 .097 | . 089 





Wood roof, shell and bottom only-..____- . 126 . 106 | . 098 | . 091 | . 084 .08 








Wood roof supports and decking, lumber, per thousand feet, board 


a a ea ds ces eihiberaiatneeiaeabenmtaeiisbpeamnbisunienss $152. 00 
Covering, sheet iron, 22-gage, galvanized, per square foot_._._._________ . 265 
Covering, composition roofing, per square foot.__.._._._--..-__-__-__ «ae 
Covering, J.-M. vaporproof roof, per square foot___.._._.._-____-______ . 68 


Above prices include painting, steel stairs, 2 manholes, 1 screened vent, 1 water 
draw-off, 1 suction connection, 1 discharge connection, and 1 gage hatch and 
for patented roofs all items ordinarily furnished by the manufacturer. 


TANK ACCESSORIES 


The 1947 prices for conservation equipment, hatches, swing lines, etc., are 150 
percent of the guide prices for 1934. 


GRADING AND CLEARING 


sls ebtiatee tlie lnpriednidh wevammanieid-e $0. 40 





Grading, common excavation, per cubic yard 
Clearing and grubbing, per acre 






STEEL BOLTED TANKS 


Two hundred percent of the guide prices for 1934. 
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WOOD TANKS—REGULAR 


One hundred and eighty percent of the guide prices for 1934. 


Evhibit D.—Communication systems 


Annual guide prices for 1947 are 35 percent higher than those shown for 
annual guide prices for 1943, 1944, and 1945. 
The details of these prices are shown in the 1948 guide prices. 


Eehibit E.—Equipment—Annual guide prices for 1947 


Percentage 
ratio to 1934 
Item guide prices 


Air compressors 150 
150 
Centrifugal pumps: 
Single stage 172 
Multistage 172 
Diesel engines : 
100 horsepower and over 162 
1,000 horsepower and over, under 300 revolutions per minutes___.____ 162 
Diesel engine power units under 150 horsepower 152 
171 
Field pumps, jerker, rodline, etc 163 
Foundations: 
Concrete 250 
193 
Se. SROCITRS. OE OF CRMIIOR ig nncccnmioustvatanninisthiatl bntintasiatiiiedimuneliil 156 
Gas engines, vertical, 100 horsepower and over 
GT «MRI os casislasceninteneeen spel tepinien tleaiemipists ak tele niente iia et ca iil ad ea i 
Installing machinery 
Motors and generators,’ under 100 horsepower, 400—-1,800 revolutions per 


Motors, alternating current,* 100 horsepower and over, 1,800—3,600 revolu- 
tions per minute 

Piston power pumps 
Plunger pumps, horizontal : 

Slow speed 

Over 150 strokes per minute 
Plunger pumps, vertical: Over 150 strokes per minute 
rn OI 3 os cee aapecieettonaicteneh iam aniaantinaioieuba nea aaa 
eee EDUS SURI CRI WCU CIU ID as a cts hee ch ereeccemenintaen enantio 
nes TURIN IN, Re Ne i ca 
Steam pumping engines with horizontal plunger pumps 


1 Includes explosion proof motors. 


Evchibit F.—Pipefittings 


Average 1947 annual cost of all pipefittings, f. 0. b. point of installation, 185 
percent of the 1934 price level. 


98505—57—pt. 1, vol. 1 53 
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Exhibit G.—Buildings and grounds—annual guide prices for 1947 


Average annual cost of constructing buildings and grounds expressed as a 
percentage ratio, with the basic 1934 period prices equal to 100. 
Percentage 
Complete buildings: ratio 
Brick, steel frame 290 
srick, wood frame 304 
Corrugated REDORIOR. GUNG TRAE nent cn necee te one ened etnaienusr 281 
Metal-clad, steel frame 268 
Metal-clad, wood frame 298 
, 292 
Frame warehouse, etc 301 
Reinforced concrete 278 
Station grounds: 
Walks, roads, bridges 265 
Grading, landscaping 185 
Water, steam, gaslines 210 
Sewer and drain lines 233 
Ome ee eerreeetee oe ee ee ec ee 260 
Composite accounts 106, 156, 176: All carriers 282 


The above ratios for buildings are for complete typical buildings, including 
foundations, porches, plumbing, heating, and lighting. The ratios for station 
grounds are weighted average ratios for property of each type. 

The composite ratio for all carriers represents an average ratio based on the 
relative percentage of the various items shown above which comprise the inven- 
tories of accounts 106, 156, and 176. 

Studies of the costs of construction of buildings and grounds from 1935 to 
1947, when compared with the reproduction costs of such property, computed by 
appropriate 1934 period prices as used by the Bureau, indicate that, as an average 
for all carriers, the above ratios will produce the correct annual spot cost. 

Due to deficiencies in the 1934 period prices for buildings, the average annual 
cost ratios shown above are 20 percent higher than the normal trends of bnild- 
ing prices. 

Exhibit H.—Pipeline construction indexes 


(Compiled by Engineering Section, Bureau of Valuation, Interstate Commerce 
Commission ) 


These indexes show, as an average for all pipeline common carriers, the ratios 
of the annual costs of construction for the various accounts and for the total of 
all physical property, including the overhead allowances, to the cost of reproduc- 
tion new of such property, computed by the Bureau’s 1934 period prices ex- 
pressed as 100. 

The relative percentages of the costs of property by accounts are based on the 
aggregate of the engineering reports for all carriers as of December 31, 1934. 

The relative percentages of the various elements, or types of construction 
within each account are based on a composite average for typical major carriers 
as of December 31, 1934, and the annual index for the account is obtained by 
applying to these elements the appropriate annual prices or price ratios, ob- 
tained from the guide prices for pipelines, which have been agreed upon in con- 
ference by representatives of the engineering section of the Bureau of Valua- 
tion and the working committee of the American Petroleum Institute. 

The indexes represent averages for all carriers, and are of value in indicating 
trends. They are not necessarily applicable for use in the reproduction costs 
for an individual carrier. 

These indexes have not been examined nor passed on by the Interstate Com- 
merce Commission. 





— 


a 


Se ee ee ed 


Swe Nee OW Nee ee foe 
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COMPOSITE AVERAGES FOR ALL CARRIERS 


[1934 period price level equals 100} 


= re eo | | | | | | | . | eee ae a 
Account | Percent) 1936 | 1936 | 1937 | 1938 | 1939 | 1940 | 1941 | 1942 | 1943 | 1944 1945 nee 1947 


BR SO eiieipasnneseneay -18 104 | 107 | 104 | 93 111 | 123 | 121 | 119 | 121 150 


104, 154...-..- . 05 115 | 130 | 130 | 135 ‘ 140 | 145 | 145 | 145 | 145 
B | 101 | 102 | 102 | 93 | 111 | 148 | 181 | 164 | 162 
131 | 187 | 184 | 134 39 | 152 | 167 | 178 | 183 | 199 
ota seein! ° 105 | 115 | 115 | 117 122 | 123 | 125 | 124 126 
108, 158_. be : : 3 | 103 | 108 | 108 | 109 117 | 126 | 136 | 146 | 148 
109, 159, 179- - | | 100 | 100 | 100 | 100 111 | 115 | 115 | 115 | 115 
110, 160 oa -| . | 107 | 113 | 112 | 109 120 | 137 | 146 | 141 | 140 | 
ae a . 66 111 | 118 | 112 | 115 ? 131 | 154 | 165 | 165 | 165 
112, 162_..- 107 | 113 | 112 | 109 | 120 | 137 | 146 | 141 | 140 
113, 163, 183... ...-- 99 | 110 | 104 | 106 114 | 128 | 140 | 140 | 140 
114, 164, 184_-..- 100 | 100 | 100 | 100 100 | 100 | 100 | 100 | 100 
115, 165, 185._ 100 | 100 | 100 100 | 100 | 100 | 100 | 100 


116, 166, 186........... . 64 | | 105 | 108 | 106 115 | 133 | 142 | 138 | 140 | 151 











Weighted average....| 100.00 | 105 } 108 | 106 | 115 133 | 142 | 138 | 140 | 151 173 


1 | | 
| ! | ' ' ' 








' 


Note.—Due to deficiencies in the 1934 period prices for buildings, the annual indexes shown above for 
accounts 106, 156, and 176 are 20 percent higher than the normal trends of building prices. 


(The documents referred to on p. 524 are as follows :) 


SERVICE Pree LINE Co.—API CORRESPONDENCE 
Octroser 30, 1950. 
Mr. W. L. NAYLOR, 
Gulf Refining Co., Box 1166, 
Pittsburgh, Pa. 

DEAR Mr. NAYLor: The minutes of our September 13 meeting in Washington, 
stated that the pipeline companies would furnish representatives to assist in col- 
lecting elements of the 1947 inventories and that Magnolia and Service Pipe 
Lines would have representatives available October 9. 

Mr. Douglass advises that Service Pipe Line elements will be completed by 
our representative by next week for all accounts, except 108 and 158, for which 
he is to return to Tulsa to collect the information. The Magnolia representa- 
tive will probably take 2 or 3 weeks more to complete his inventory. 

As an explanation of the difference in time—much of the Service informa- 
tion was available on tabulating records which were accepted by the Bureau 
for values and service lives. The experience of these two companies shows 
that most of the time required for collecting elements is spent in classifying and 
collecting the costs and average dates of installation for the various types of 
buildings, pumping equipment, other station equipment, and tanks. 

With this work as a basis, Mr. Douglass has suggested that any two of the 
following companies send a representative to Washington about November 13: 

Estimated time 

Carrier required (weeks) 
Cities Service Pipe Line (Empire) 2 
Pan American Pipe Line___ 2 
Shell Pipe Line Corp 5 
Gulf Refining Co ; 5 


For the smaller companies, he suggested that their representative remain in 
Washington until the job is completed. For the larger carrier, it may be that 
their representative may wish to spend a week in Washington compiling a few 
sections which he may take back to the home office as samples, the major part 
of the collecting can be done there, and if he then returns to Washington with 
these underlying collections, the work may be rapidly completed. 

Another method is for the man in Washington to send home sample col- 
leetions which serve as a guide for the home office to furnish him with the 
necessary underlying collections, thus expediting his work here. 

Will you please advise whether or not yon can furnish a representative for 
this work for November 13? 

Yours very truly 
J. L. SHOEMAKER, 
Chairman, Engineers-Accountants Valuation Subcommittee. 
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OcToBER 30, 1950. 
Mr. D. H. Lewis, 


Shell Pipe Line Co., 
Shell Building, Houston, Tez. 


Dear Mr. Lewis: The minutes of our September 13 meeting in Washington 
stated that the pipeline companies would furnish representatives to assist in 
collecting elements of the 1947 inventories and that Magnolia and Service Pipe 
Lines would have representatives available October 9. 

Mr. Douglass advises that Service Pipe Line elements will be completed by 
our representative by next week for all accounts, except 108 and 158, for which 
he is to return to Tulsa to collect the information. The magnolia representative 
will probably take 2 or 3 weeks more to complete his inventory. 

As an explanation of the difference in time—much of the Service information 
was available on tabulating records which were accepted by the Bureau for 
values and service lives. The experience of these two companies shows that 
most of the time required for collecting elements is spent in classifying and 
collecting the costs and average dates of installation for the various types of 
buildings, pumping equipment, other station equipment, and tanks. 

With this work as a basis, Mr. Douglass has suggested that any two of the 
following companies send a representative to Washington about November 13: 

Estimated 
time required 
Carrier (weeks) 
Cities Service Pipe Line (Empire) 
eg, es meactin ia egeesin Snes cane we arerin averse ad aig as 
Shell Pipe Line Corp_____------- resi - : Rieiabincel atlanta: 
I a cee patie tak ach ak wht tise adn gh nein tag entice chee 


Cr orbs bo 


For the smaller companies, he suggested that their representative remain in 
Washington until the job is completed. For the larger carrier, it may be that 
their representative may wish to spend a week in Washington compiling a few 
sections which he may take back to the home office as samples, the major part 
of the collecting can be done there, and if he then returns to Washington with 
these underlying collections, the work may be rapidly completed. 

Another method is for the man in Washington to send home sample collections 
which serve as a guide for the home office to furnish him with the necessary 
underlying collections, thus expediting his work here. 

Will you please advise whether or not you can furnish a representative for 
this work for November 13? 

Yours very truly, 
J. L. SHOEMAKER, 
Chairman, Engineers-Accountants Valuation Subcommittee. 





NOVEMBER 7, 1950. 
Mr. GEORGE DOUGLASS, 


Director, Bureau of Valuation, 
Interstate Commerce Commission, 
Washington, D. C. 

DeEAR Mr. Dovetass: Your letter of October 18 enclosed copies of modifications 
to supplement No. 8, to valuation order No. 3, second revised issue. Your modi- 
fications are acceptable but in reviewing this letter with local representatives of 
Interstate, Gulf, Texas, and Service pipelines, a further modification is suggested 
on the following items: 

Account 106, 156, 176—Buildings.—It is suggested that all of the items for 
walks, roads, bridges, etc., be reported by location in one amount as Station 
grounds (lot). 

Account 109, 159, 179—Machine tools and machinery.—Report as shown, except 
raise the amount of $1,000 to $2,500 for reporting machines as “each.” 

Account 110, 160—Other station equipment.—Report by elements shown in 
total by valuation section and not by station location. Add the following items: 
Manifold fittings (lot), Service line fittings (lot). 

On page 2 reference is made to installed costs in excess of $2,500. This would 
seem to be an unnecessary refinement and it is suggested that the amount of 
$2,500 be increased to $5,000. 

I should like to have your views on these suggested changes. 

Yours very truly, 
J. L. SHOEMAKER, 
Chairman, Engineers-Accountants Valuation Subcommittee. 
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AMERICAN PETROLEUM INSTITUTE, REPORT TO THE CENTRAL COMMITTEE ON PIPE- 
LINE TRANSPORTATION, ENGINEERS-ACCOUNTANTS VALUATION SUBCOMMITTEE, 
ANNUAL MEETING HELD IN Los ANGELES, NOVEMBER 14, 1950 


This committee has been active in connection with work required under valu- 
ation order No. 28 and has made several agreements with the Bureau of 
Valuation which should expedite the work of bringing valuation down to date. 

The annual reports on property changes, commonly referred to as B. V. 588-R 
reports, have previously required a great amount of detail for accounts that did 
not substantially affect the total values. A letter of modification has been 
secured from the Bureau which will greatly simplify reporting these accounts 
and. at the same time, it is believed that the accuracy of the information will 
not be substantially impaired. 

At the price meeting with the Bureau in September 1950, period prices were 
found for the years 1948 and 1949 as well as the annual price for the year 1949. 
It was agreed that period prices as well as annual prices would be found for 
each succeeding year. 

In order to facilitate bringing the 1947 valuation down to date, a procedure 
has been formulated for each carrier to send a representative to Washington to 
eollect elements of the 1947 inventories so that the cost of reproduction, as 
well as the age of the property can be available for bringing these data down to 
date. This program is now in operation. 

We are also commencing to develop procedure for pricing and aging the 1948, 
1949, and subsequent annual reports so that these elements of value can be 
brought down to date within the year in which the annual 588—R report is filed. 

Director Douglass advises that as of November 6, 33 tentative valuations have 
been issued and of the 64 carriers reporting under order 28, who had previous 
basic final values, there are 7 on which the cost of reproduction new is not yet 
completed. It is expected that practically all of these data will be completed 
by the end of the year but it is not possible, at this time, to say when all 
tentative valuations will be issued for these carriers. There are also 10 carriers 
reporting under order 28 who did not have basic final values and the compilation 
of the elements of value for these carriers is progressing in a satisfactory manner. 

The Bureau of the Budget alloted $100,000 to the Interstate Commerce Com- 
mission for pipeline valuation purposes and assurance has been given that this 


amount will be used for that purpose and will not be diverted to other activities 
of the Commission. 


DECEMBER 4, 1951. 
Subject: Pipeline Guide Prices, 1948 to 1950. 
Mr. J. L. SHOEMAKER, 
Chairman, Engineers-Accountants Valuation Subcommittee, 
American Petroleum Institute, Tulsa, Okla. 


DeAR Mr. SHOEMAKER: Under separate cover we are sending you 125 copies of 
a mimeograph form of three sheets entitled “Pipeline Carriers, Construction 
Indexes, 1948-50.” 

The heading of these sheets contains the following explanatory note: 

“Additions on B. V. Form 588R should be priced as far possible with unit prices 
shown in the 1947 Period Guide Price Book, dated Washington, D. C., January 
1, 1950. Where unit prices are not available. the following indexes are furnished 
by items in order to obtain uniformity in reducing actual costs to the 1947 period 
price level. These indexes are taken from the annual guide price books for 
1948, 1949, and 1950 with some supplementary details particularly in accounts 
110, 160, 112, and 162.” 

We have found in checking the pricing on B. V. Forms 588R for 1948, 1949, 
and 1950 that there is a lack of uniformity in pricing many items, particularly 
where price indexes or divisors are used and hence have found it advisable to 
compile this table of indexes, which is in agreement with the annual indexes 
by accounts published on page 6 of the book of annual guide prices for 1950. 

These indexes are for distribution to the various pipeline carriers and may 
be of value for reviewing the pricing already done and they should be very handy 
for any pricing on 1948, 1949, or 1950 forms not yet completed. Unfortunately 
we failed to include all of these indexes in our 1950 book and this tabulation 
will answer some of the requests we have been receiving for indexes of individual 
items in accounts 160 and 162. 

Very truly yours, 
Grorce S. Doverass, Director. 
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Tusa, OKLA., December 7, 1951. 


To Carriers by Pipeline: 





Enclosed are copies of “Revisions in Construction Indexes, 1948-50.” 
A copy of Director George S. Douglass’ letter of December 4, 1951, explains the 
need for these revisions to obtain uniformity in pricing on BV Form 588R. 


J. L. SHOEMAKER, 
Chairman, API Engineers-Accountants Valuation Subcommittee. 


Tusa, OKLA., February 10, 1958. 
To All Carriers by Pipeline: 

The Bureau of Valuation had proposed industrywide guide service lives and 
salvage values for crude oil pipelines to be considered at the next price meeting 
of the API engineers-accountants valuation working subcommittee. This meeting 
is usually held in May of each year. The proposal was considered of sufficient 
importance to have a preliminary meeting, which was held in Houston, Tex., on 
January 29, 1953. A copy of the minutes of this meeting is attached. 

Our committee extends an invitation to all common carriers by pipeline to 
attend the meeting to be held in Washington, D. C., immediately prior to the 
annual cost meeting, and to join in the discussion and assist in drafting a reply 
to Director Douglass’ letter of December 9, 1952, requesting the committee’s 
recommendation as to the adoption of guide service lives by the Bureau of 
Valuation, for use by them on an industrywide basis 

Our committee would appreciate having each carrier not in attendance at the 
Rice Hotel meeting transmit its comments and recommendations to the committee 
chairman by April 1. 

J.L. SHOEMAKER, 
Chairman, Bngineers-Accountants Valuation Subcommittee. 


The engineers-accountants valuation subcommittee of the American Petroleum 
Institute met at the Rice Hotel, Houston, Tex., Thursday, January 29, 1953, to 
consider the guide (industrywide) service lives and salvage values for crude-oil 
pipelines proposed by the Bureau of Valuation, as set out in Director Douglas’ 
letter of December 9, 1952, to Chairman Shoemaker. 

The following were in attendance (name, company, and address) : 


Henry J. Amend, Sinclair Pipe Line Co., Independence, Kans. 
W. A. Baker, Shell Pipe Line Corp., Houston, Tex. 

William J. Beirne, Texas Pipe Line Co., Houston, Tex. 
George D. Beard, Texas Pipe Line Co., Houston, Tex. 

W K. Borland, Plantation Pipe Line Co., Atlanta, Ga. 

J. W. Cason, Interstate Oil Pipe Line Co., Shreveport, La. 
Ralph R. Clagett, Pure Transportation Co., Chicago, Ill. 

Lon C. Connel, The Texas Pipe Line Co., Houston, Tex. 
George W. Conrad, Gulf Refining Co., Houston, Tex. 

Joseph B. Elam, Interstate Oil Pipe Line Co., Shreveport, La. 
Charles F. Firmin, The Ohio Oil Co., Findley, Ohio 

Herbert Glaettli, Sinclair Pipe Line Co., Independence, Kans. 
L. G Golding, Gulf Refining Co., Houston, Tex. 

W. T. Grummer, Gulf Refining Co., Pittsburgh, Pa. 

F. S. Howard, Humble Pipe Line Co., Houston, Tex. 

R. W. Johnson, Salt Lake Pipe Line Co., Salt Lake City, Utah 
R. A. Kroenert, Great Lakes Pipe Line Co., Kansas City, Mo. 
Fred Lee, Shell Pipe Line Corp., Houston, Tex. 

S. G. Loy, Humble Pipe Line Co., Houston, Tex. 

George S. McDonald, Phillips Pipe Line Co., Bartlesville, Okla. 
John D. Marshall, Continental Pipe Line Co., Ponca City, Okla. 
Morgan Martin, Gulf Refining Co., Houston, Tex. 

R. J Northway, Shell Pipe Line Corp., Houston, Tex. 

W. L. Olsen, Utah Oil Refining Co., Salt Lake City, Utah 
Fred H. Pennington, Magnolia Pipe Line Co., Dallas, Tex. 
Charles R. Perkins, Mid-Valley Pipeline Co., Longview, Tex. 
P. D. Phillips, Jr., Humble Pipe Line Co.. Houston, Tex. 

J. L. Shoemaker, Service Pipe Line Co., Tulsa, Okla. 
W. J. Westerlage, Atlantic Pipe Line Co., Dallas, Tex. 
R. E. Williams, Atlantic Pipe Line Co., Dallas, Tex. 
W. J. Williamson, Shell Pipe Line Corp., Houston, Tex. 
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The first question presented by the chairman for consideration of the committee 
was, “Is the industry agreeable to establishing industrywide service lines for 
erude-oil pipelines ?”’ 

The committee was opposed to this proposal, and was of the opinion that, 
because of widely varying operating conditions and circumstances, each carrier 
should be considered individually in establishing service lives applicable to its 
properties. 

The question of whether or not the committee is agreeable to the estab- 
lishment of industrywide salvage values as proposed by the Bureau of Valua- 
tion was next considered. 

The committee was opposed to this, and was also of the opinion that no 
salvage value should be placed on large diamter lines, which in the commit- 
tee’s opinion includes lines with diameters of 14 inches and over. 

Following are the more important reasons why the committee was opposed 
to industrywide service lives and salvage values: 

Differences between carriers in: 


SERVICE LIVES 


Depletion of sources of supply. 
Shipper’s throughput requirements. 
Obsolescence of properties. 
Changes in sources of supply. 
Inadequacy of existing facilities. 
Diversion of traffic. 

Management and financial policies. 
Scope and nature of operations. 


DAA GS wh 


SALVAGE VALUES 


. Location and accessibility. 

. Ability for reuse in own operations or resale. 
3. Obsolescence. 

. Company policy. 
5. Management and financial policies. 


Marcu 31, 1953. 
Mr. R. E. NELson, Jr., 
Standard Oil Co., 
Chicago, Ill. 

DEAR MR. NELSON: Attached is the proposed report to the Attorney General 
under the consent decree for the calendar year 1952 due before April 15, 1953. 

The valuation shown on this report (line 5) has been computed by using 
the latest final valuation made by the ICC, December 31, 1950, brought down to 
date in accordance with the methods described in Mr. Bergson’s letter of Sep- 
tember 14, 1950. We have included pro rata valuation on projects completed 
in 1952 that contributed to 1952 earnings. 

The total earnings available for distribution to stockholders (line 9) is the 
total net income and surplus adjustments booked in year 1952. In prior years 
we excluded from the reports net earnings on the investment of funds held in 
the undeclared dividend account as nontransportation income. During 1952 
the undeclared dividend account funds were merged with funds derived from 
the sale of debentures, and the total of these funds are held for capital expend- 
itures. Funds in excess of capital expenditure requirements for year 1952 were 
invested in interest-bearing securities, and we propose treating this income as a 
reduction of interest expense. 

The explanatory notes will not be included on the final report. 

Copies of the proposed report are attached for the use of Messrs. Prior, 
Sunderland, and MeNulty. We would appreciate your suggestions before filing. 

Yours truly, 
J. L. BURKE. 
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PROPOSED REPORT 


Service Pipe Line Co. report to the Attorney General of the United States for 


the calendar year 1952 (civil action No. 14060) 




















Line 
No, 
1. ‘Lateet tent velentien mate Ur the TOC... ooo ck lec iee eels nec snes. $160, 709, 500 
2. Add: Value of additions and betterments to common-carrier property made after date of 
such latest final valuation, valued for the year in which completed-_-_...............--.-- 5, 979, 440 
3. ORNS hs. SLL. a Sed LTS el vee ccwcda 176, 688, 940 
4, Less: Appropriate deductions for phy: sical depreciation and retirements.................. 2, 846, 596 
5. I ree oe oo cn ade oat tk eee nea Sim mpaawbingina manners 173, 842, 344 
6. Less: Value of common-carrier facilities acquired through investment of excess earnings... 353, 067 
a I I is cscees ds nritidinteh nnapnebaneamnnhaelaemniepeaingsumunhaasie 173, 489, 277 
ap EAE Ry Shige 8 EEE RITE! Bed ELEC 12, 144, 249 
9. Earnings derived from transportation or other common-carrier services: Line 45, schedule — er pe 
SN a ice ccs oan Wieiypweninwnhie aiuneblishantne toubadadmniabdsinestiubaiindibinaialdh 11, 357, 982 
Surplus adjustments: 
Add or deduct: 
Schedule Line 
No. No. 
360 1 Credits from retired carrier property ._................-.-.-----. $459 
360 7 Miscellaneous credits nvidia ve anne as cel GRO DoCEs, Ate. Ot 18, 063 
360 12 Debits from retired carrier property liclaca tn Siete Rast laatiaiaaarieataaic 4, 228 
360 ip aE 5... uw catitutns mien tatinannecanyenmena te 490, 689 
—_—— 476, 395 
Total earnings available for distribution to stockholders._._......_.- 10, 881, 587 
10. Earnings less than 7 percent of valuation carried forward for next succeeding 3 years as pro- 
vided in subpar. III (d)—(line 8 less line 9)...........-...-...---.---2---.-.--s0--- eee 1, 262, 662 
rr 22-2 oe bp wcckabebde~enameekaie ras main phd 10, 280, 378 
12. Earned and S yermitted to be paid this year but invested in common-carrier facilities in- 
cluded in the valuation in accordance with subpar. ITI (ce) (i and fi) _.......-...-.-.-.-- None 
13, Amount transferred to surplus retained pursuant to par. V.........-.....---.....-.-.-.-. 601, 209 
EXPLANATORY NOTES 
Ieee ae NE se > a in Apntinhiaawnashewnlamanenaentenes $160, 709, 500 
2. Additions and betterments at 1951 period prices. (ithodeniike ccm .-- $12, 353, 722 
Plus: Prorata of 1952 additions of property...........--........-....--..- 3, 625, 718 
15, 979, 440 
re a cine, aa a ili meena erp tess mean aiamas ners 176, 688, 940 
Cie PI sii Sa cc dnninesicnsss --- $2,665, 129 
Prorata of 1952 retirements at 1950 period prices ‘and depreci: ated to Dec. 
ye slice alae, anasianmapeisas de ts erviseiacssaleia tintin ape ciiaiiana ee 181, 467 
a 2, 846, 596 
5. Valuation using consent decree or plan II-A methods- --..........-..------.---.--------- 173, 842 2 344 
3. Excess earnings invested in carrier property (shown for first time in 1950 report) a 3! 53, 067 
7. Earnings base using consent decree or plan II-A basis. Using ICC methods the valua- 
tion for earnings base is $170,709,300 or $2,799,977 less_................-.--------...---.-- ‘178, 489, 277 
8. Seven percent of earnings base (consent decree)................---..--....---.----..------ 7 2, 144, 249 


By comparison 7 percent of ICC earnings base is $11,949,651. oe 


9. This is a figure of net income. It includes all income such as dividends, interest received, 
etc. It includes all charges to income such as interest paid, amortization of funded debt, 
ee ee ee OO IN GI aa acces eedcecpccenccescncesncccsencspe 

Detail of surplus adjustments: 


SOE GE) OTD, OUI Shs. hls dsb eid cde cdcs benno secacsssns é $459 
Premium on sale of securities... - ia oenectade pik akc ipina apiece a 
Unclaimed-unpaid commercial RN coe or see, ; 6 
—— 18,063 
Retirement of perpetual easements-_..-..........-..-.---.------------ 4, 228 
Loss on sale of securities_ ‘ “ sional Liccsnnakasedtein 217, 595 
Amortization of note and ‘ste imp t ax. oqoeneursusece wow , 867 
Cost of reacquirement of bank BOURNE Use po See 047’ 227 
—— 490, 689 


Earnings after all credits and charges to income and surplus_.-........-...----..-.-..- 
13. Includes income transferred to surplus less dividends less net surplus adjustments. 


11, 357, 982 


476, 395 


“10, 881, 587 
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ApRIL 2, 1953. 
Mr. JoHN HANSBURY, 
Acting Director, Bureau of Valuation, 
Interstate Commerce Commission, Washington, D.C. 


Dear Mr. HANssurRyY: Confirming our conversation about reporting original 
cost on BV 588 Forms, it seems that we might save your Accounting Section a 
eonsiderable amount of work, and at the same time not cause the carriers any 
additional reporting cost. 

As an example, BV Form 646, Summary of Original Cost of Pipeline Property, 
includes information prepared by our company and I am confident by most of the 
others. Our present reporting shows only current year additions and retirements 
by States and class of property, but we actually keep balances at the beginning 
and end of the year and make adjustments after your Accounting Section has 
completed its report so that we can stay in balance with the Bureau. 

I would like to suggest a form of reporting by the carrier as part of its 588 
report information, as shown by the attached example. It could well eliminate 
the preparation of BV Form 646 by your office. The carrier’s report would show 
the balance at the end of the year before adjustments by the Accounting Section. 
Then, as the carriers are called in on their annual valuation work, and agree 
with your accounting adjustments, they would have available the new or adjusted 
year-end cost as a start for their next year’s report. We also suggest eliminating 
cents on the report and reporting to the nearest dollar, as this apparently causes 
a considerable amount of detail adjusting. 

If this proposed reporting meets with your approval, it would be well to try 
to get it into effect for the year 1952 reports and that could be done if we could 
get the information to the carriers during the month of May so that summaries 
could be completed by June 30 I assume you would be willing to furnish photo- 
stats of your December 31, 1951, balances on proper request so that each carrier 
could start 1952 with the adjusted beginning balance. 

There are also attached samples of reconciliation statements which apparently 
are not prepared in a uniform manner by all carriers. If this form meets with 
your approval, I would like to recommend the adoption of sheet No. 1 and elimi- 
nate the reconciliation shown as sheet No. 2. Sheet No. 2 reconciles the difference 
in account 1 balances for the beginning and ending of the current year. Sheet 
No. 2 does not serve any useful purpose to the carrier, and unless it is needed by 
your Accounting Section, it could be eliminated. 

I will appreciate your views on the proposals and also your suggestions as to 
how the information could be passed on to the carriers; that is, as a Bureau of 
Valuation request, or as a suggestion from our committee. 

Yours very truly, 
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INTERSTATE COMMERCE COMMISSION, 
BUREAU OF VALUATION, 
Washington, April 22, 1953. 
Subject : Proposed original cost summaries. 
Mr. J. L. SHOEMAKER, 
Chairman, Engineers-Accountants Valuation Committee, API, 
Service Pipe Line Co., Tulsa, Okla. 

DEAR Mr. SHOEMAKER: The proposed summary of original cost set out in the 
attachment to your letter of April 2 should, as a general proposition, be very 
helpful to our work, but I think it should be discussed in more detail in con- 
ference. I further believe that adoption of the plan should be held in abeyance 
until the 1951 or 1952 valuation reports are completed so as not to interfere 
with the present tentative valuation program. 

Therefore, I suggest that we arrange to discuss the matter more thoroughly 
when the subcommittee meets here during the week of May 26. 

Yours sincerely, 
JOHN E. Hanssury, Acting Director. 


OcToBER 19, 1953. 
Mr. JoHN BE. HANSBURY, 


Acting Director, Bureau of Valuation, 
Interstate Commerce Commission, Washington, D. C. 


DEAR Mr. HANsBuRyY: In order to facilitate pricing of our annual BV 588-R 
reports we would like to have the period indexes available earlier than in the 
past so that we can meet the June 30 filing date. 

I suggest that we change the cost-data reporting from a calendar-year basis to 
a fiscal-year basis, ending November 30. I think it would be possible to have the 
cost data in your office by the end of January. The tentative cost data could 
be prepared and circulated to the carriers, so that we could have our annual 
price meeting the first week in April. The month of March is a heavy reporting 
month, so it seems impractical to ask the carrier representatives to be away 
from their offices at that time. 

Please advise if these proposed dates are agreeable with you. 

Yours very truly, 


J. L. SHOEMAKER. 


TULSA, OKLA., March 15, 1954. 
To Members, API Engineers-Accountants Valuation Working Subcommittee. 


GENTLEMEN : Our annual meeting for review of cost data and other valuation 
matters will be held in Washington beginning April 12, 1954. Cost data will not 
be available prior to the meeting, and we should have a preliminary review begin- 
ning 10 a. m., Monday, April 12, at the Washington Hotel. Conference with the 
Bureau’s staff is tentatively set for April 14. 

The attached photostat copy of a sample element sheet for account 158 is 
proposed to further reduce the computation in bringing valuations forward from 
1952. Any recommended changes can be discussed at our meeting. 

If you plan to stay at the Washington Hotel, it will be helpful if you will 
identify yourself with the Engineers-Accountants Valuation Subcommittee when 
making your request for reservations. 

Yours very truly, 
J. L. SHOEMAKER, 
Chairman, Engineers-Accountants Valuation Subcommittee. 
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H. J. Amend, Sinclair Pipe Line Co., Independence, Kans. 

G. D. Beard, Texas Pipe Line Co., Box 2332, Houston, Tex. 

William K. Borland, Plantation Pipe Line Co., Box 1743, Atlanta, Ga. 

F. B. Branson, Gulf Refining Co., Box 1166, Pittsburgh, Pa. 

J. W. Cason, Interstate Oil Pipe Line Co., Box 1107, Shreveport, La. 

R. R. Clagett, Pure Oil Transportation Co., 35 East Wacker Drive, Chicago, Il. 

Ww. T. Collins, Standard Oil Co. (New Jersey), 30 Rockefeller Plaza, New York 
20, N. Y. 

Ww. F. Daniels, Atlantic Pipe Line Co., 260 South Broad Street, Philadelphia, Pa. 

Homer M. Eagles, Standard Oil Co. (New Jersey), 30 Rockefeller Plaza, New 
York 20, N. Y. 

Cc. F. Firmin, Ohio Oil Co., pipeline department, Box 120, Findlay, Ohio 

Herbert Glaettli, Sinclair Pipe Line Co., Independence, Kans. 

J. J. Harris, Magnolia Pipe Line Co., Box 900, Dallas, Tex. 

A. J. Helmbrecht, the Buckeye Pipe Line Co., 30 Broad Street, New York, N. Y. 

E. M. Henderson, Interstate Oil Pipe Line Co., Box 1107, Shreveport, La. 

R. W. Johnson, Salt Lake Pipe Line Co., Box 117, Salt Lake City, Utah 

G. R. Kinter, Tide Water Associated Oil Co., Box 731, Tulsa, Okla. 

R. A. Kroenart, Great Lakes Pipe Line Co., Drawer 2239, Kansas City, Mo. 

Fred Lee, Shell Pipe Line Corp., Shell Building, Houston, Tex. 

8S. G. Loy, Humble Pipe Line Co., Drawer 2220, Houston, Tex. 

J. T. Noel, Platte Pipe Line Co., Power and Light Building, Kansas City, Mo. 

W. L. Olsen, Utah Oil Refining Co., Utah Oil Building, Salt Lake City, Utah 

R. E. Parr, Phillips Petroleum Co., Bartlesville, Okla. 

Fred Pennington, Magnolia Pipe Line Co., Box 900, Dallas, Tex. 

C. R. Perkins, Mid-Valley Pipe Line Co., Bramlett Building, Longview, Tex. 

P. D. Phillips, Humble Pipe Line Co., Box 2220, Houston, Tex. 

C. W. Plum, Sohio Pipe Line Co., Midland Building, Cleveland, Ohio 

F. C. Whiteside, Continental Oil Co., Drawer 1267, Ponca City, Okla. 

James FE. Moss, director of transportation, American Petroleum Institute, 1625 
K Street NW., Washington, D. C. 

J. J. Cosgrove, Continental Oil Co., Ponea City, Okla. 

Fayette B. Dow, National Petroleum Association, 980 Munsey Building, Wash- 
ington, D.C. 

C. W. Emken, Director, Bureau of Accounts, Cost Finding and Valuation, Inter- 
state Commerce Commission, Washington, D. C. 


TuLsa, OKLA., March 15, i954. 
Subject: 1953 pipeline valuations, consolidation of elements and guide-service 
lives. 
To all carriers by pipeline: 

The attached letter of March 11, 1954, and tabulation of consolidated elements 
and guide-service lives, from Director C. W. Emken, is proposed to use for pipe- 
line valuations for 1953 and subsequent years. Each carrier will be given an 
opportunity to discuss the proposed service lives before 1953 element sheets are 
compiled, and where modifications are agreed upon the sheets will be corrected 
for that carrier. 

The photostat copy of sample element sheet for account 158 is not included 
with this mailing. It will be sent to the API Engineers-Accountants Valuation 
Working Subcommittee for further review during the annual cost meeting 
April 12. 

Yours very truly, 
J. L. SHOEMAKER, 
Chairman, Engineers-Accountants Valuation Subcommittee. 


TuLsa, OKLA., April 28, 1954. 
To All Carriers by Pipeline. 

GENTLEMEN: The attached annual guide prices and indexes for 1953 include 
construction indexes for the years 1948 through 1953. 

At our committee meeting with the Bureau’s staff the method of consolidation 
of elements, beginning in 1953, was discussed. The attached memorandum of 
April 15, 1954, was jointly prepared, covering significant points to be considered. 
Carriers interested in making these consolidations in their home office should 








828 CONSENT DECREE PROGRAM—DEPARTMENT OF JUSTICE 


correspond directly with the Bureau to make sure their forms and procedure are 
in proper order. 
Yours very truly, 
J. L. SHOEMAKER, 
Chairman, Engineers-Accountants’ Valuation Subcommittee. 


PIPELINE CARRIERS 
ANNUAL GUIDE PRICES AND INDEXES FOR 1953 ; CONSTRUCTION INDEXES, 1948-53 


Agreed to in conferences April 14, 1954, by representatives of the Engineering 
Section, Bureau of Valuation, and the engineers-accountants’ valuation subcom- 
mittee, American Petroleum Institute. 

The guide prices and construction nidexes which are included in this volume 
have not been examined nor passed upon by the Interstate Commerce Commission, 


EXPLANATION OF CONSTRUCTION INDEXES SHOWN ON PAGE 5 


The construction indexes show, as an average for all pipeline carriers, the 
ratios of the annual and period costs of construction for each account and for 
the total of all physical property, including overhead allowances, to the cost of 
reproduction new of such property, at 1947 period prices, expressed as 100. 

The index for each account was computed by applying to the percentages of 
the various elements or items of construction in the account the adopted annual 
or period guide-price ratios for those elements. 

The percent of elements in each account and the percent of each account to the 
total of all property are based on the aggregate costs of reproduction as of 
December 31, 1947, for all major carriers. Hence, these indexes are not neces- 
sarily applicable for estimating reproduction costs of an individual carrier, but 
are of value in indicating trends. 

If it is desired to convert annual costs to the 1947 period price level, this may 
be approximated by dividing the annual cost by the appropriate annual index. 

Reproduction-cost estimates at 1947 period prices may be adjusted to the period 
price level for a later year by multiplying them by the appropriate period price 
indexes. 

WASHINGTON, D. C., April 15, 1954. 
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1953 annual guide prices for new steel line pipe, plain end pipe, electricweld, 
seamless, or A. O. Smith, including inspection, grade A, B, or X 42, f. o. b. 
Lorain, Pittsburgh, or Milwaukee 


Per linear foot Per linear foot Per lineal foot 
Diameter | ae toe Diameter teed A 5 elk SO ee NS ee 
Pounds | Price | Pounds Price Pounds Price 
_ a rf a “| — _ - - — a - — TD ————L—— 
2 inches. - - - - 3. 65 $0. 29 | 12 inches_. 29. 28 $2.06 | 20 inches_-_-__| 52. 73 $3. 67 
| | 33. 37 2. 28 59. 23 | 4.06 
3 inches. - - -- 4. 50 . 33 37. 45 2. 53 65. 71 | 4.44 
7. 58 . 55 | 41. 51 2.77 72. 16 | 4. 80 
10. 25 . 76 43. 77 2. 89 | 78. 60 5. 07 
| | 45. 55 2. 98 } 104. 13 6.72 
4inches.....| 6. 60 | .47 | | 49.56 3.15 
7. 64 | . 4 | 65. 42 4.24 | 22 inches_- 58.07 | 4. 06 
8. 64 | 61 72. 38 4.91 
9. 40 .64 | 14 inches... 36.7 2. 3) 79. 51 5. 34 
10. 79 . 73 | | 41. 21 2. 78 86. 60 5. 64 
14. 98 | 1.03 5. 68 2. 99 114. 81 | 7. 46 
54. 57 | 3. 47 
6 inches 12. 39 . 87 | 63. 37 4.02 | 24 inches_. 63. 41 4. 50 
14. 97 1.03 | 72. 09 4. 58 79. 05 5. 39 
17. 02 1.16 86. 85 5. 82 
18. 97 1.25 | 16 inches... 42.05 2. 90 94. 61 6.15 
28. 57 1.93 47. 22 3. 21 110. 09 7. 16 
92. 36 3. 51 125. 49 8.15 
8 inches. ; 16. 90 1.15 62. 58 4.00 
22. 36 1. 45 82. 77 5.29 | 26 inches_. 68. 75 4. 89 
24. 70 1. 59 77. 25 5. 41 
28. 55 1.77 | 18 inches_-. 47. 39 3. 29 85. 73 5. 83 
43. 39 2.77 53. 22 3. 65 94.19 6. 31 
59. 03 3. 98 119. 44 7. 76 
10 inches- 24. 60 1. 67 64. 82 4.31 136. 17 8. 85 
28. 03 1. 88 70. 59 4. 56 
31. 20 2. 08 93. 45 6.03 | 36 inches_. 79. 43 5. 67 
34. 24 2. 24 89. 27 6. 29 
40. 48 2. 50 99. 08 6. 78 
54. 74 3. 50 108. 88 7. 34 
118. 65 7.77 
138. 13 9.05 
157. 53 10. 32 


NotTe.—Above prices to be reduced $2 per net ton for lapweld pipe. Above prices to be increased $2 per 
net ton for grade X 46 pipe. Above prices to be increased $4 per net ton for grade X 52 pipe, except where 
carrier purchases indicate a higher differential. Special prices apply to pipe purchased from mills in Cali- 
fornia or Texas. 


1953 annual guide prices for installing pipe in trench 


Pipe diameter 


2-inch 3-inch 4-inch 6-inch 8-inch 10-inch 12-inch 
Screw end pipe $0. 110 $0. 225 $0. 335 $0. 560 $0. 785 $1. 010 $1. 230 
Welded pipe 225 . 335 . 450 . 670 . 895 1. 120 1. 345 


| Pipe diameter 
14-inch 16-inch 18-inch 20-inch | 22-inch | 24-inch 26-inch 
2 “a ra tt arene ome 
Welded pipe - $1. 570 $1. 790 $2. 015 $2.240 | $2.465 |  $2.690 $2. 910 


Above are countrywide average prices. They are exclusive of the costs of 
engineering, clearing and grubbing timber, pipe coatings, installing fittings, im- 
portant river crossings, casing at railroad and highway crossing, damages to 
erops or timber and interest during construction. They are subject to adjust- 
ment for construction which may be more or less difficult than the average. 


98505—57—pt. 1, vol. 1——54 
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1953 annual guide prices for new riveted or welded steel tanks 


Price per pound erected in place, States of Kansas, Oklahoma, central] 
and east Texas, for various sizes in thousands of barrels 


Ty pe of roof 


105 
Under 3 3-11 11-35 35-55 55-80 80-105 percent 

| over 

| | 

| 
Cone $0. 178 $0. 148 $0. 139 $0. 127 $0. 118 $0. 112 $0. 110 
Breather . 192 . 163 . 154 142 130 . 121 118 
Floating . 237 . 192 169 151 . 136 . 124 115 


Above tank prices include painting, steel stairs, 2 manholes, 1 screened vent, 
1 water drawoff, 1 suction connection, 1 discharge connection, 1 gage hatch for 
cone-roof tanks. For patented roof tanks, all items ordinarily furnished by the 
manufacturer. 

1953 annual guide prices for all items other than the foregoing are shown as 
1953 price indexes on pages 3 and 4. 


Guide price indexes, 1948-58 


The following indexes are price ratios for various items of construction related 
to the 1947 period guide prices as 100: 


Annual! index Period index 
Account No. Item a 
1950 | 1951 | 1952 | 1953 | 1948-50! 1951 | 1952 | 1953 
103 ! Steel line pine 131 141 14 153 107 112 115 122 
153 Freight on pipe 3 137 14 150 120 120 120 120 
104 : Line pipe fittings 121 133 133 135 100 106 106 108 
154 
105 es Installing pipe and fittings 120 125 130 140 100 105 105 109 
155 Pipe coatings 111 115 120 120 LOO 100 100 109 
Construction damages 125 135 140 100 104 108 112 100 
Casing and vents 123 125 135 143 104 104 108 109 
Pipe and cable bridges 131 140 145 140 104 112 116 109 
106 Buildings, masonry 152 160 170 175 120 125 136 140 
156 Buildings, corrugated asbestos, 
176 steel 137 145 150 155 106 110 120 124 
Buildings, masonry construction 
on steel 137 145 155 165 106 110 124 132 
Buildings, masonry construction 
on wood 130 135 140 140 104 110 112 112 
Buildings, frame cottages 129 135 140 140 102 110 112 112 
Buildings, frame warehouses 130 135 140 140 102 110 112 112 
Walks, roads and bridges 133 140 140 150 106 110 116 123 
Grading and landscaping 140 145 145 155 106 110 116 123 
Water, steam, gas lines 135 140 150 160 106 110 116 123 
Sewer and drain lines 140 145 145 150 106 110 116 123 
Fences and miscellaneous é 145 150 150 150 106 110 116 123 
107 Boilers 135 145 145 150 115 112 116 120 
157 Installation and drayage 140 147 145 150 115 112 116 120 
Concrete foundations 123 129 145 150 100 112 116 120 
108 Diesel engines 135 145 145 150 110 115 115 120 
158 Gas or gasoline engines 135 145 145 150 110 115 115 120 
Electric motors, 100 horsepower 
up 135 145 155 160 110 115 124 128 
Electric motors, small 135 145 145 150 110 115 115 120 
Electric starters, wiring 126 135 145 150 110 115 115 120 
Plunger pumps 135 145 145 150 110 115 115 120 
Centrifugal pumps, large 135 145 155 160 110 115 124 128 
Piston pumps 135 145 145 150 110 115 115 120 
Portable pumping units 135 145 145 150 110 115 115 120 
Rod line, jerker pumps 135 145 145 150 110 115 115 120 
| Speed increasers 135 145 145 150 110 115 11 120 
| Concrete foundations 123 129 145 150 100 115 115 120 
| Installation and drayage 140 147 145 150 110 115 115 120 
Freight on machinery 133 137 148 150 110 115 115 120 
Minor additions and units 136 145 145 150 110 115 115 120 
109 } Small tools 118 125 130 130 100 100 105 105 
159 | Power tools 113 125 130 130 100 100 105 105 
179 | 
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No 


Guide price inderes, 


Iten 


Station lines, in plac 
Fitting and manifolds 
Sumps, pits, reservoir 


Miscellaneous, pumping equip- 


ment 
Miscellaneous, tanks 
Engine exhausts and intakes 
Air compressors 
Flexible couplings, clutches 
Shafting and belts 
Cranes and hoists 
Oil purifiers 
Heat exchangers 
Instruments and gages 
Station tools 
Fire equipment 
Electrical equipment and wiring 
Ice machines 
Roiler accessories 
Water wells 
Miscellaneous 
Steel tanks, in place 
Wood tanks, in place 
Tank appurtenances 
Firewalls and foundations 
Loading racks, steel 
Loading racks, frame 
Weigh scales 
Railroad sidings 
Wharves, untreated timber 
Wharves, treated timber 
Office apparatus, tools 
Poles, creesoted pine 
Poles, western cedar 
Poles, eastern cedar 
Pole accessories 
Copper wire 
Copper-clad wire_. 
Iron wire 
Cable 
Office furniture and equipment 


Automotive equipment. 
Other work equipment 
Cathodic protection 


1948—58—Continued 


Annual ind Period index 

1950 1951 1952 1953 | 1948-50) 1951 1952 

131 14] 141 146 109 110 112 ll 

121 133 133 13 100 110 112 11 

123 129 145 150 100 110 112 11 

13 145 145 1) 110 110 112 ll 

132 137 142 148 110 110 112 115 
131 141 14] 146 109 110 112 115 
135 145 145 150 110 110 112 115 
128 135 145 Ls 103 110 112 115 
128 135 145 LA 103 110 112 115 
128 135 145 150 103 110 112 115 
135 145 145 150 110 110 112 115 
135 145 145 150) 110 110 112 115 
121 140 145 1) 100 110 112 115 
128 135 135 135 100 110 112 115 
127 135 135 135 100 110 112 115 
126 138 145 150 100 110 112 115 
135 145 145 150 110 110 112 115 
132 145 145 150 110 110 112 115 
119 125 145 150 103 110 112 115 
127 135 145 150 103 110 112 115 
132 137 142 148 119 119 114 118 
112 118 142 148 1”) 119 114 118 
124 137 142 148 193 119 114 118 
125 137 142 148 193 110 114 118 
135 145 155 165 196 110 115 118 
139 149 149 149 194 110 11 118 
135 145 145 150 119 110 115 118 
129 135 14 145 193 119 115 118 
139 140 145 145 104 119 115 118 
133 140 145 145 194 119 115 118 
119 120 127 122 100 107 112 118 
129 135 140 146 100 107 112 118 
135 141 147 153 100 107 112 118 
121 127 132 137 100 107 112 118 
118 124 129 134 100 107 112 118 
124 139 145 154 190 107 112 118 
127 137 143 152 100 107 112 118 
143 153 159 167 100 107 112 118 
123 138 145 153 100 107 112 118 
113 130 130 130 100 105 105 105 
129 135 143 143 103 108 112 112 
109 125 130 130 100 108 112 112 
126 132 140 145 100 105 112 116 
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Pipeline carriers—Construction indexes 


[Average for all carriers by accounts, 1947 period price = 100] 


Annual price indexes Perio! pre? indexes 
Account No. Per- 
cent 
1948 | 1949 1950 | 1951 1952 | 1943 | 1948 1951 1952 1953 
19450 

103 . 6. 35 17 126 131 14% 145 153 199 113 116 122 
104 54 121 121 121 133 133 135 1) 16 1) 108 
105 4.14 PL 114 129 125 130 137 ™) 195 105 1n9 
106 73 125 125 131 138 144 145 14 11 11 116 
107 7 127 133 135 145 145 1x9 115 112 11' 12") 
LO8 1.1 127 134 135 145 145 159 119 115 115 120) 
109 3 115 115 115 125 139 139 1™ 1M) I 105 
110 33 12) 125 128 138 141 145 195 11 112 11 
111 79 139 131 131 137 142 148 11 110 114 118 
112 O08 123 126 139 142 143 146 195 119 114 118 
113 2 117 118 126 135 139 146 1m) 197 112 118 
114 2 113 113 113 130 13) 139 1) 15 105 105 
115 14 11 123 123 131 138 139 192 LO8 112 112 
116 70 117 123 128 135 140 146 LO 11 112 117 
Total, gathering 15. 26 117 123 128 135 140 146 106 110) 112 117 

153 32. 40 117 126 131 14 145 153 109 113 1h 122 
154 1.12 121 121 121 133 133 135 100 106 te) 108 
155 21. 88 109 113 119 124 129 135 100 14 105 109 
156 4.71 126 130 138 145 152 156 108 114 122 125 
Ss cs 07 126 31) 132 149 145 150 119 112? 116 120 
. 6. 73 125 129 134 142 146 151 1N9 115 I1f 120 
159 ON 115 1? 115 195 130 130 100 100 105 105 
160 2 08 193 124 1°7 136 140 144 103 10 112 15 
161 6 49 131 132 132 137 142 148 110 it) 114 118 
162 AS 121 126 130 139 143 147 Ne 1) 114 118 
163 1 28 117 118 12¢ 136 149 47 100 17 112 11s 
164 OS 113 113 113 130 130 130 100 105 105 15 
165 13 115 118 118 130 136 13+ 101 LOS 112 112 
166 4.94 118 123 128 135 140 147 LOA 110 113 117 
Potal trunk 83 94 117 123 128 135 140 147 106 110 113 117 

176 31 124 129 137 14 150 153 107 114 120) 122 
179 03 115 115 115 12 130 130 1) 100 105 7 
183 03 104 104 119 120 127 130 100 107 112 118 
184 12} 113] 113| 113] 130] 130] 130] 100| 105) 105 105 
185 2h 118 122 122 132 139 139 12 19s 112 112 
186 05 | 119] 122] 12¢ 13: 141} 143 | 104| 110) 114 115 
Total general 8p) 119 122 126 136 141 142 104 11 114 115 
Total, all 100. 00 117 123 128 135 140 147 106 110 113 117 


BUREAU OF ACCOUNTS, Cost FINDING AND VALUATION ENGINEERING SECTION 


April 15, 1954. 
Preparing reproduction cost estimates subsequent to 1952 

It is planned to use consolidated element sheets for years subsequent to 
1952. Each carrier will be furnished a copy of the proposed revised elements 
and service lives for their approval. It is suggested that carriers who wish 
to assist in preparing the consolidated elements as of December 31, 1952, prepare 
the information in a tabular form (sample form will be furnished on request) 
for a typical valuation section and send it to Washington for comment, after 
which they can prepare the data for the remaining valuation sections at the 
home office, and the completed work may be sent to Washington with the priced 
copies of BV Form 588R for 1953. 

Pricing on BV Forms 588R for 1953 and subsequent years to follow the usual 
practice except that, significant retirements may be depreciated on BV Form 
5S88R as of 1953 in order to indicate the average condition percent of 1953 re- 
tirements for each element. In order to do this the original date of installation 
should be shown on BV Form 588R for all items retired. 

It is desired that the following information be shown on the BV Form 588R 
summary sheet for each valuation section: A general description of lines added 
and retired, especially for trunklines, showing location and miles of lines and 
loops added or retired, and a mileage summary as of the beginning and ending of 
the year. 
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Accounts 105 and 155, overheads 

If any overhead costs such as engineering, interest or general expenditures 
are included in the account total, they should be shown separately for all major 
additions. 


Accounts 105 and 155, construction damages 


It is proposed to modify the treatment of this item as follows: For each 
trunk or gathering section adopt the total cost of reproduction new for damages, 
shown on BV Form 590 for 1947, divide this cost by the total footage of dis- 
charge lines to get an average cost per pipe-foot. For the year 1948, and sub- 
sequent years retire damages from BV Form 590 items at this per foot price, 
and add the current cost of damages for new work. For retirements of dam- 
ages from valuation order 3 installations retire actual cost. This will result in 
a revised total for damages as of December 31, 1952. An optional method 
which may be used, is to retire damages each year on a per foot cost obtained 
by dividing the total cost of damages by the total footage of discharge lines 
as of the close of the preceding year. 

The total money for damages is to be included each year with a multiplier 
of 100, except that in the future, if there appears to be a definite upward trend 
in the cost of damages, a study may be made to determine what consideration 
should be given to that fact. Carriers may ask for a reconsideration of damage 
costs as Of December 31, 1947, if their claim is adequately supported. Where 
actual costs of damages on new work added in the years 1948 to 1952 has not 
been shown on BV Form 588R, carriers should file these costs on supplemental 
BV Form 588R. 

Valuation order 26, cost data forms 

The following additional information is desirable: 

BV Form 629—Fittings.—Description of valves purchased should report spe- 
cialties such as gear or motor operated, special trim, manufacturer’s number, 
and weight per unit, as far as possible. 

BV Form 630—Pipeline construction.—Carriers should continue to report cost 
per foot of construction damages. The approximate dates of starting and com- 
pleting construction should be shown for each important job. 


TuLsa, OKLA., February 14, 1955. 
To Members API Engineers-Accountants Valuation Working Subcommittee. 

GENTLEMEN: The ICC line-pipe prices and annual and period indexes have 
heretofore been based on Pittsburgh, Lorraine, and Milwaukee prices, as there 
had been little, if any, equalization of freight differentials by the several mills. 
It is apparent that a new pricing situation has developed from about midyear 
1954 in that equalization is becoming important for competitive reasons. 

As an example, large diameter pipe purchased by one company was based 
on Milwaukee prices, and eastern and southern mills equalized prices to be 
competitive with Milwaukee. Cost data prepared by the company, using actual 
cost, would bring the 1953 index of 153 down to 150 for 1954. This is in spite 
of the general $4 per ton increase in pipe prices in 1854. New western and 
southern pipe mills will undoubtedly cause further change in the old Pittsburgh, 
Lorraine, and Milwaukee base. 

Under these new conditions there may be considerable divergence in actual 
prices paid for pipe as between different pipelines, depending on location of line 
and of various mills with relation to it. This presents two problems: (1) As 
to what method should be adopted in the reproduction pricing of pipe from 
these new mills, and (2) as to how to reduce reported data on pipe costs to 
a common denominator for arriving at annual and period price indexes. 

Our present valuation procedure in pricing and perpetuating the cost of 
reproduction new for line pipe is to price at 1947-period prices and add freight 
from Lorraine or Milwaukee to destination. The value so computed is then 
adjusted to date of valuation by applying current period price indexes for pipe 
and freight. The period index for pipe in the past has been based on prices 
f. o. b. mills at Lorraine or Milwaukee. The only changes in the freight index 
have been based on general rather than on regional rate changes. 

At our meeting with the Bureau last year, it was agreed to eliminate cost data 
for west coast pipe from the general average cost data. However, with the 
competition of new mills located in different parts of the country we must 
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resolve the question of f. 0. b. mill prices so that they can be properly indexed 
with 1947. 

Will you please review your 1954 line-pipe cost data, determine the amount 
and basis for any freight equalization involved, and be prepared to discuss 
means of recognizing this new trend of price equalization in our valuation 
procedures at our April price meeting. 

Yours very truly, 
J. L. SHOEMAKER, 
Chairman, Engineers-Accountants Valuation Subcommittee. 


H. J. Amend, Sinclair Pipe Line Co., Independence, Kans. 

DD. B. Barlow, Salt Lake Pipe Line Co., box 117, Salt Lake City, Utah 

W. K. Borland, Plantation Pipe Line Co., Healey Building, Atlanta, Ga. 

J. W. Cason, Interstate Oil Pipe Line Co., box 1107, Shreveport, La. 

R. R. Clagett, Pure Transportation Co., 35 East Wacker Drive, Chicago, Il. 

W. T. Collins, Standard Oil Co. (New Jersey), 30 Rockefeller Plaza, New York, 
ae. is 

W. F. Daniels, Atlantic Pipe Line Co., 260 South Broad Street, Philadelphia, Pa. 

Homer M. Eagles, Standard Oil Co. (New Jersey), 30 Rockefeller Plaza, New 
York,.N.. Y. 

J. H. Elam, Interstate Oil Pipe Line Co., box 1107, Shreveport, La. 

L. L. Faucett, Platte Pipe Line Co., Power and Light Building, Kansas City, Mo. 

C. F. Firmin, the Ohio Oil Co., box 120, Findlay, Ohio 

Herbert Glaettli, Sinelair Pipe Line Co., Independence, Kans. 

W. T. Grummer, Gulf Refining Co., box 1166, Pittsburgh, Pa. 

J.J. Harris, Magnolia Pipe Line Co., box 900, Dallas, Tex. 

C. F. Heiman, the Buckeye Pipe Line Co., 137 West North Street, Lima, Ohio 

A. J. Helmbrecht, the Buckeye Pipe Line Co., 830 Broad Street, New York, N. Y. 

R. D. Jackson, Sohio Pipe Line Co., drawer D-15, St. Louis, Mo. 

W. L. Kelly, Wyco Pipe Line Co., box 5910—A, Chicago, I. 

G. R. Kinter, Tide Water Associated Oil Co., Tulsa, Okla. 

R. A. Kroenert, Great Lakes Pipe Line Co., Kansas City, Mo. 

Fred Lee, Shell Pipe Line Corp., Shell Building, Houston, Tex. 

E. H. Loosley, Continental Pipe Line Co., drawer 1267, Ponca City, Okla. 

S. G. Loy, Humble Pipe Line Co., drawer 2220, Houston, Tex. 

W. L. Olsen, Utah Oil Refining Co., Utah Oil Building, Salt Lake City, Utah 

R. E. Parr, Phillips Petroleum Co., Bartlesville, Okla. 

Fred Pennington, Magnolia Pipe Line Co., Dallas, Tex. 

C. R. Perkins, Mid-Valley Pipeline Co., box 2388, Longview, Tex. 

J. C. Phelps, Continental Pipe Line Co., drawer 1267, Ponea City, Okla. 

P. D. Phillips, Jr., Humble Pipe Line Co., Houston, Tex. 

Cc. W. Plum, Standard Oil Co. (Ohio), Midland Building, Cleveland, Ohio 

W. S. Schmidt, Keystone Pipe Line Co., 260 South Broad Street, Philadelphia, 
Pa. 

R. P. Shuck, The Ohio Oil Co., box 120, Findlay, Ohio 

C. M. Scott, Service Pipe Line Co., Service Pipe Line Building, Tulsa, Okla. 


TULSA, OKLA., September 16, 1955. 


To Members American Petroleum Institute Engineers-Accountants Valuation 
Working Subcommittee. 

GENTLEMEN : Reference is made to my letter of July 28, 1955, regarding the 
Battelle survey on salvage values of line pipe. 

Since no objections were received, a small working committee was appointed 
to present a complete report of this survey to the ICC Bureau of Accounts, 
Cost Finding, and Valuation. 

This committee made the presentation informally on September 14. In doing 
so, the spokesman for the committee emphasized the report was being given to 
the Bureau for their information, and that its presentation does not constitute 
an industry recommendation on salvage values for line pipe. The spokesman 
said, however, that the effect of the report was to raise grave doubt as to the 
reusability, or the probability of any substantial salvage value of large diameter 
pipe. 

The committee and representatives of the Bureau agreed that service lives 
and salvage values should continue to be a matter for negotiation between the 
individual carriers and the Bureau. 
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Accordingly, the committee that presented the Battelle report to the Bureau 
recommends that any carrier now planning to confer with the Commission in 
regard to an amendment of salvage values for depreciation accounting purposes, 
should proceed to do so with the knowledge that any benefits resulting from the 
Battelle survey will be available to them. 

Yours very truly, 
J. L. SHOEMAKER, 
Chairman, Engineers-Accountants Valuation Subcommittee. 


H. J. Amend, Sinclair Pipe Line Co., Independence, Kans. 
D. B. Barlow, Salt Lake Pipe Line Co., box 117, Salt Lake City, Utah 

W.K. Borland, Plantation Pipe Line Co., Healey Building, Atlanta, Ga. 
J. W. Cason, Interstate Oil Pipe Line Co., box 1107, Shreveport, La. 
R. R. Clagett, Pure Transportation Co., 35 East Wacker Drive, Chicago, Il. 

W. T. Collins, Standard Oil Co. (New Jersey), 30 Rockefeller Plaza, New York, 

IN. da 
W. F. Daniels, Atlantic Pipe Line Co., 260 South Broad Street, Philadelphia, Pa. 
Homer M. Eagles, Standard Oil Co. (New Jersey), 30 Rockefeller Plaza, New 
York, N. Y. 

J.B. Elam, Interstate Oil Pipe Line Co., box 1107, Shreveport, La. 

L. L. Faucett, Platte Pipe Line Co., Power and Light Building, Kansas City, Mo. 
C. F. Firmin, the Ohio Oil Co., box 120, Findlay, Ohio 

Herbert Glaettli, Sinclair Pipe Line Co., Independence, Kans. 
W. T. Grummer, Gulf Refining Co., box 1166, Pittsburgh, Pa. 
J.J. Harris, Magnolia Pipe Line Co., box 900, Dallas, Tex. 
C. R. Heiman, the Buckeye Pipe Line Co., 137 West North Street, Lima, Ohio 

A. J. Helmbrecht, the Buckeye Pipe Line Co., 30 Broad Street, New York, N. Y. 
R. D. Jackson, Sohio Pipe Line Co., drawer D-15, St. Louis, Mo. 

W. L. Kelly, Wyco Pipe Line Co., box 5910—-A, Chicago, Ill. 

+. R. Kinter, Tide Water Associated Oil Co., Tulsa, Okla. 

t. A. Kroenert, Great Lakes Pipe Line Co., drawer 2239, Kansas City, Mo. 
Fred Lee, Shell Pipe Line Corp., Shell Building, Houston, Tex. 

Ek. H. Loosley, Continental Pipe Line Co., drawer 1267, Ponca City, Okla. 
S$. G. Loy, Humble Pipe Line Co., drawer 2220, Houston, Tex. 

Morgan Martin, Gulf Refining Co., post office drawer 2100, Houston, Tex. 
W. E. McKee, Sohio Pipe Line Co., 407 North Eighth Street, St. Louis, Mo. 
W. L. Olsen, Utah Oil Refining Co., Utah Oil Building, Salt Lake City, Utah 
R. E. Parr, Phillips Petroleum Co., Bartlesville, Okla. 

Fred Pennington, Magnolia Pipe Line Co., box 900, Dallas, Tex. 
C. R. Perkins, Mid-Valley Pipeline Co., box 2388, Longview, Tex. 
J. C. Phelps, Continental Pipe Line Co., drawer 1267, Ponca City, Okla. 
P. D. Phillips, Jr., Humble Pipe Line Co., drawer 2220, Houston, Tex. 
D. C. Ritchey, the Ohio Oil Co., box 120, Findlay, Ohio 
W.S. Schmidt, Keystone Pipe Line Co., 260 South Broad Street, Philadelphia, Pa. 
John W. Squire, Service Pipe Line Co., Tulsa, Okla. 


MEMORANDUM 


TULSA, OKLA., September 20, 1955. 

Mr. R. J. ANDRESS: The Battelle Institute survey on the salvage value of pipe 
of 14-inch and larger diameter, sponsored by 14 companies, was given to the 
American Petroleum Institute Engineers-Accountants Valuation Subcommittee 
for presentation to the Interstate Commerce Commission Bureau of Accounts, 
Cost Finding, and Valuation. As chairman, I appointed a committee to make 
the presentation consisting of G. D. Beard, Texas Pipe Line Co.; J. W. Cason, 
Interstate Oil Pipe Line Co.; Morgan Martin, Gulf Refining Co.; Fred Lee, 
Shell Pipe Line Co.; and myself. On September 14 we met with Interstate 
Commerce Commission Bureau members C. W. Emken, R. W. Shields and Bernie 
Moffit. A copy of the report to the American Petroleum Institute Subcom- 
mittee is attached. 

The conference with the Bureau was kept very informal as we had decided 
to avoid any industrywide agreements on salvage so as to permit each carrier 
to negotiate individually. It seemed to be well understood by the Bureau rep- 
resentatives that service lives and salvage values are subject to separate com- 
putations and that they do not necessarily need to be merged in arriving at the 
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appropriate rate of depreciation. This separation was one of the results we had 
hoped to accomplish when we urged the industry to undertake the Battelle sur- 
vey. At that time, the experience of the individual companies who had sought 
a reduction in the prescribed 20 percent salvage value was an attitude on the 
part of the Bureau that if salvage value came down service life should be ex 
tended, so as to result in the same effective depreciation rate. 

The Bureau staff seemed to appreciate that the Battelle report raised grave 
doubt as to the probability of any substantial salvage value of large diameter 
pipe, and indicated that they would give consideration to reduced salvage values 
on an application for new or amended depreciation rate orders. 

Although the primary purpose of the survey was large-diameter pipe, during 
the conference it appeared that the Bureau staff was well aware of the current 
market situation on available secondhand pipe of small diameter, and was 
interested in prospects for its reuse as pipe. 

It was explained that technological improvement in steel manufacture has 
made much of the older pipe obsolete for anything except use in low-pressure 
systems, and there is a possibility that plastic pipe may be developed to where it 
might be suitable for gathering systems. We mentioned that 5 percent salvage 
is probably as high as would be reasonable on these old small-diameter lines. 

It appears possible for at least the current year to secure an increase in 
the accounting depreciation rate without affecting the depreciation rate for val- 
uation purposes. The effect of this will be to increase the amount of deprecia- 
tion charged against earnings for consent-decree purposes, without reducing the 
valuation base. This would have an important effect of reducing excess earn- 
ings, and maintaining the present dividend base for any carrier whose earnings 
are at or in excess of 7 percent. 

As a result of the conference, I think the time is right to submit an applica- 
tion for an amended depreciation rate order for Service Pipe Line Co. on the 
following basis: 

1. Small-diameter pipe: Continue the 35-year service life, and reduce the 
20 percent salvage value to 5 percent; and 

2. Large-diameter pipe: Reduce the present 35-year service life to 30 
years, and reduce the present 20 percent salvage value to 10 percent. 

If such an agreement is reached, our book depreciation would increase about 
$700,000 for the current year if it is made retroactive to January 1, 1955. 

Because of Our composite depreciation rate agreement for income-tax pur- 
poses, a new ICC rate would probably have no income-tax effect on the older 
properties. However, as the properties subject to the declining-balance method 
of depreciation, built since January 1, 1955 and perhaps as far back as January 
1, 1954, a new ICC rate may produce some additional depreciation deduction 
from taxable income. 

The application for amended depreciation rates should be presented to the 
ICC as soon as it can be prepared. We are in process of drafting it now. 

J. L. SHOEMAKER 


SERVICE PIPE LINE Co., 
Tulsa, Okla., Ne pte mober 29, 1955. 
Mr. J. E. SWEARINGEN, 
Standard Oil Co. (Indiana), 
910 South Michigan Avenue, Chicago, Ill. 

Dear Mr. SWEARINGEN: The attached memorandum of September 20 from 
Mr. Shoemaker describes the results of conferences with the ICC Bureau of 
Valuation on salvage value of pipe. 

If the ICC approves the depreciation rates for which we are applying, the 
effect on Service Pipe Line Co. will be an annual increase in book depreciation of 
around $700,000. About $500,000 of this will result from increased deprecia- 
tion on large diameter pipe, because of a reduction from 35- to 30-year average 
life and reduction from 20 percent to 10 percent in salvage value. A reduction 
in salvage value as to large diameter pipe was the purpose for which the Battelle 
Institute study was undertaken. The balance of about $200,000 will result from 
reducing the salvage value of small diameter pipe from 20 percent to 5 percent. 
This was a desirable but unexpected development during the negotiations with 
the ICC... 

The October 1 “quickie” forecast shows a net increase in depreciation for this 
year of only $487,000 over the July 1 forecast instead of the full $700,000. The 
difference results from the sale and retirement from the depreciation base of the 
old Wyoming line on September 1, 1955. In the July 1 forecast we bad contem- 
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plated ownership of this line for the entire year and had, therefore, depreciated 
it for the entire year. 

This depreciation adjustment will not immediately affect income taxes. It 
will decrease the amount of profit available for dividends, and will increase 
by the same amount the funds available for use in making capital expenditures 
and loan repayments. In the event they are not needed for these purposes they 
could be a source of funds to pay dividends up to 7 percent of valuation when 
profits are below that figure. 

If the new depreciation rates are approved by the ICC they will be the 
culmination of almost 2 years of excellent work by Mr. Shoemaker, both in 
organizing the industry for the effort and in handling the actual negotiations 
with the ICC. The Battelle Institute study was underwritten by 14 companies 
at a total cost of $10,000. Service Pipe Line Co.’s share was $1,479.72. 

Yours very truly, 
J. L. BURKE. 

The Cuarrman. We will adjourn now until 2: 30. 

(Whereupon, at 12:45 p. m., the subcommittee recessed, to recon- 
vene at 2: 30 p. m., of the same day. ) 


x 





